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SECTION I 


Memoranda of Part B State Governments 






HYDERABAD 

MEMORANDA SENT BY THE BUREAU OF ECONOMICS AND STATISTICS, 

FINANCE DEPARTMENT, HYDERABAD-DN. 


MEMORANDUM I 

General Note on State Taxation 


1. Revenue and Capital Budgets from 1934-35 to 
1953-54 

Introductory 

The course of Hyderabad finances during the 1st 
twenty years has not been even. The continuity of 
financial policy was broken and the principles altered 
every 4 or 5 years, and so were the budgetary form and 
practices. 

The financial history of the State pertaining of the last 
twenty years can broadly be divided into four periods, 
viz., (1) the pre-war period, consisting of the years 1934- 
35 to 1938-39 ; ( 2 ) the war period comprising the years 
1939-40 to 1945-46 ; (3) the pre-integration period com¬ 
prising the years 1946-47 to 1949-50; and(4) the post-ir)- 
tegration period relating to the years 1950-51 to 1953-54. 
The first period was governed by the system of Depart¬ 
mentalisation of Finances and the second had to bear 
the pressure of inflationary conditions. The third period 
Was one of disorganisation and reorganisation of the 
State’s finances while the fourth marked the beginning 
of a new epoch in the political and economic history of 
Hyderabad. Each period meant a break from the pre¬ 
vious-system. 

Pre-war period 1934-35 to 1938-39. 

During the quinquennium period to the outbreak of the 
Second World War, the financial system of Hyderabad 
was based upon a scheme kriown as “the Departmenta¬ 
lisation of Finances” introduced by Sir Akbar Hydari 
f n 1022-23 and continued for over 20 years right up to 
943-44. 

“Under this scheme which implied a triennial contracts 
he Finance Department made a forecast at the begin- 
ling of each such triennial period, of the revenue likely 
to each department for each year of the triennial period. 
On this basis- and in consultation with the other depart¬ 
ments, the Finance Department fixed the normal grant 
to each department for each year of the triennial period 
Just as the forecast of Revenue made at the beginning 
of each triennium on which the norm of revenue was 
based, included anticipated ordinary increases, so a 
norm of the annual requirements during the triennium 
of each department was laid down in consultation with 
that department, foreseeing increases of expenditure 
during the three-year period. If, on the conclusion of a 
triennial period, there was a general surplus, .it was 
distributed among the various departments in addition 
to a moiety of the departmental balance which a depart¬ 
ment failed to spend by the end ok the contractual 
period. From the savings thus realised, extra grants 
were made preferably for schemes which did not involve 
recurring liabilities, which could be completed in a 
given time and the total cost of which could be reckon¬ 
ed more or less definitely, such for example, as the pro¬ 
vision of buildings and equipment for various depart¬ 
ments, especially those concerned with internal develop¬ 
ment, roads and communications. Under the scheme, 
expenditure under such heads as ‘Famine’ which occur¬ 
red inevitably but after a cycle of years, or ‘redemp¬ 
tion of debt’ which had to be effected in a given period, 
did not cause any disturbance in the flnanqial pro¬ 
grammes as regular and separate Reserves were formed, 
which fixed annual allotments were made so that the 
liability might be covered when it actually occurred.” 
(A Review of Hyderabad Finance, para. 73, page 49.) 

The scheme was intended to give a large measure of 
autonomy to the various departments within the total 
\ grants fixed for them for the triennium. It was also 
expected to facilitate the development of progressive 
activities by ensuring finance for set programmes of 
over one year, and to avoid the rush of expenditure at 
the end of each budget year which the departments are 
prone to indulge in under a system of annual budgeting 
to prevent lapse of unspent grants. 

The year 1934-35 marked the beginning of the fifth 
triennial contract and the normal annual revenue for 
the triennium 1934-35 to 1936-37 was fixed at Rs. 731-11 


lakhs and the normal annual expenditure at Rs. 706-38 
lakhs. The actual receipts during these years were, 
however, slightly better, averaging about Rs. 772-04 
lakhs, while the annual average expenditure worked out 
to Rs. 738-65 lakhs, resulting in three surplus budgets 
of Rs. 9 lakhs in 1934-35, Rs. 53 lakhs in 1935-36 and 
Rs. 38 lakhs in 1936-37. 

Two new taxes were introduced during this period. 
The State Government agreed to impose Excise Duty on 
matches, pool its proceeds with the Government of India, 
and receive a pro rata share of the pool, on population 
basis, The second source of revenue was the Licence 
and Regulation Fee under the Motor Vehicles Act, which 
came into operation on 1-10-1936. On the expenditure 
side, the principal new items of expenditure were Broad¬ 
casting, and the construction of the radio transmitting 
station, subsidy to Air Mail and the expansion of the 
road transport service which was inaugurated in 1932, 
and railways; 

The general pattern of the budget during the years 1937- 
38 and 1938-39 was more or less the same as in t)ie 
preceding triennium. Though the receipts under all the 
principal heads of tax revenue showed a decline ,of 
about Rs. 47-93 lakhs in 1938-39 as compared to 1936- 
37, it was offset by slightly better receipts under non¬ 
tax heads like rail and road transport, a pruning down 
of the expenditure under the head “Direct Demands on 
Revenue,” etc., and it was possible to balance the bud¬ 
get, for the year 1938-39. 

During the quinquennium preceding the Second 
World War, the finances of the State were, on the whole, 
quite satisfactory. At a time when the finances, of the 
neighbouring provinces were hit hard by conditions of 
economic depression and the provinces were labouring 
under deficit budgets, Hyderabad turned out five succes¬ 
sive surplus budgets and showed comfortable surpluses 
in 1935-36 and 1936-37. 


1 '- • 



(In lakhs of Rs.) 

Year 


Receipts 

Expenditure 

«934-35 


73*'32 

722-55 + 8-77 

1935-36 

. . 

776'25 

722-95 +53-3° 

1936-37 

. . . 

808 56 

770-45 + 38 '** 

1937-38 

: >• 

805-68 

778-10 + 27-58 

1938-39 

• 

784-05 

783-15 +090 

Expenditure on 
Rs. 18-42 lakhs to 
1938-39. 

capital outlay also increased from 
Rs. 55-53 lakhs, between 1934-35 and 

(In lakhs of Rs.) 

Year 



Capital Outlay 
outside the Re¬ 
venue Account 

*934-35 



. 18-42 

1935-36 



44-84 

1936-37 

• 


20-96 

*937-38 

• 

• 

43 88 

*938-39 ■ 

• 

• 

55 53 


The important schemes benefiting from this outlay 
were road and rail transport programmes, and buildings 
and electricity schemes. 


Nora.—Except in the case of Local Taxation (Memoranda II and IV B), Motor Vehicles Tax and Entertainment Tax, the figures whereof are in O.S. currency, the 
figures in all theomer Memoranda are in Indian Currency unless otherwise indicated. Rupees seven of Osraama Sicca currency {O.S. Rs.) are equal to Rupees sis of. Indian 
Government Currency (X* G. Rs.)# 
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The State also built up substantial Reserves which 
during these years showed the following progress : 

(In lakhs of Rs.) 


Reserves 


>934-35 

1938-39 

Osmania Sicca Stabilisation 

Reserve 

3°7'73 

309 97 

Paper Currency Reserve 


1038-23 

1249-18 

Debt Redemption Reserve 


I.57-85 

258-60 

Famine Reserve 


228-56 

266-01 

Deposits and General Reserve 


61-72 

82-35 

Industrial Reserve 


7i -97 

• 79-69 

War Period— 

-1939-40 

to 1945-46. 



The system of Departmentalisation of Finances based 
as it was on an estimated normal income and normal ex¬ 
penditure for a period of three years, was suited only to 
peace-time conditions. Such a system was not calculated 
to meet the pressure of war-time needs. The first two 
years of the was did not give rise to any serious financial 
problems. On the contrary, the receipts of 1942-43 regis¬ 
tered a ktrge rise of about Rs. 273-27 lakhs over those 
of 1938-39, i.e., an increase of 35 per cent. Both the tax 
and pon-tax items of revenue contributed to this rise, 
their relative shares being 47 per cent, and 53 per cent, 
of the increase. The bulk of the increased receipts was 
absorbed in Reserves. The total amount thus absorbed 
during 1938-39 to 1942-43 amounted to Rs. 2504 lakhs 
(Paper Currency Reserve accounting for about 
Rs. 1396-30 lakhs). In addition, three new Reserves 
were created in 1942-43, viz, the Securities Adjustment 
Reserve, the Post-War Development Reserve and the 
Budget Stabilisation Reserve which accounted for 
Rs, 18-90 lakhs, Rs. 241-71 lakhs and Rs. 201-42 lakhs, 
respectively. 

1 There was an increase in the scale of expenditure on 
Revenue and Capital Accounts as well, but it was com¬ 
paratively not so striking as the increase in the revenue 
receipts. The total capital expenditure during the period 
1938-39 to 1942-43 was Rs. 239-41 lakhs. The increase 
in expenditure on revenue account in 1942-43 was 
account in 1942-43 was Rs. 161-68 lakhs as compared to 
the figure of 1938-39. 

But with the increase in the tempo of dire -t and 
indirect expenditure on war account (which was esti¬ 
mated at Rs. 9 crores at the end of 1943-44), the uneven 
receipts from different sources of revenue as revealed 
during the previous two years, the impact of inflationary 
conditions and certain difficulties * which developed in 
the functioning of the Departmentalisation Scheme, it 
was considered advisable to give up the system of 
Departmentalisation of Finances. Accordingly, the system 
of annual budgets was revived in 1943-44, but some 
useful features of the Departmentalisation Scheme were 
retained. Savings in respect of grants relating to long- 
range programmes of more than a year were treated 
as non-lapsable and made available to the Departments 
for a specified period, after which they came under the 
review of the . Finance Department. Block grants were 
given to certain Departments like the Osmania Univer¬ 
sity, and the City Improvement Board. Some changes 
were also effected with regard to the preparation of the 
budget so that multiplicity of accounts for like items 
of expenditure, such as pensionary charges and con¬ 
struction of buildings relating to different Departments, 
might be avoided, and a Uniform system of financing 
assured. 

During the second -period of the W;r. receipts con¬ 
tinued to rise rapidly, but unlike in the first period the 
scale of expenditure also began to mount up, as can be 
seen from the following table : 

(In lakhs of Rs.) 


Year Receipts Expenditure 


>943-44 . 1,43384 104439 

<944-45 . 1,558 42 1203-68 

1945-46 . 1 . 787-95 1401-47 


Expenditure on capital account also showed a similar 
rise. As against the total expenditure of Rs. 239-40 lakhs 
during the four years 1939-40 to 1942-43, the expenditure 
on capital account aggregated to Rs. 193-53 lakhs during 
the three years 1943-44 to 1945-46, as shown below : 

(In lakhs of Rs.) 


Capital Outlay 
Year outside the 

Revenue Account 


•943-44 • • • • • 21-96 

>944-45, • • • • • • • 35’>7 

1945-48 ... 136-40 


Reserves, both old and new, were augmented to the 
extent of Rs. 3049-96 lakhs during this period. 

(In lakhs of Rs.) 


Reserves 

•943-44 

•944-45 

1945-46 

O. S. Stabilisation Reserve 

257 

•4 

257 >4 

257-I4 

Paper Currency Reserve 

3<75 

35 

3445-89 

4189-36 

Debt Redemption Reserve 

35° 

90 

409-64 

443-34 

Famine Reserve 

253 

98 

257 97 

238-33 

Deposits & General Reserve . 

790 

•3 

1218-66 

£ 

CO 

4^- 

Industrial Reserve 

• 03 

32 

I45-58 

234-94 

Securities Adjustment Reserve 

36 

34 

8820 

•42-53 

Post-War Development Reserve 

245 

•3 

504 ’7i 

520-07 

Budget Stabilisation Reserve . 

489 

27 

588-91 

••43-77 

Total Reserves 

570i 

46 

6979 - 70 ' 

875-42 


The finances of the State, thus, successfully withstood 
the strain of the Second World War and emerged as 
strong as before. Most of the war-time budgets showed 
comfortable surpluses, and the only new taxes intro¬ 
duced during the period were the Excess Profits Tax 
and the Excise Duty on Tobacco. Funds were found to 
acquire the assets of the Hyderabad (Deccan) Company, 
which held 88 per cent, of the shares of the Singareni 
Collieries for £ 37,500 plus Rs. 104-63 lakhs. By suitable 
financial assistance and by contributing to their share 
capital, the Government materially helped the establish¬ 
ment industries such as the Nizam Sugar Factory, Ltd., 
the Sirpur Paper Mills, Ltd., etc. 

Pre-Integration Period- 1946-47 to 1949-50 

The close of the Second World War thus found Hyde¬ 
rabad in a financially strong position to face post-war 
problems with confidence. Both its tax and non-tax 
sources, which were developed during the war, yielded 
more than double the income derived at the commence¬ 
ment of the War, and the Government had built up 
strong Reserves to finance the Post-War Development 
Programmes as well as to meet the exigencies of deficit 
budgets on revenue account. 

The first post-war budget for the year 1946-47 showed 
proof of this strong financial position. It budgeted for 
revenue receipts on the same scale as the previous year 
(Rs. 18 crores) while it boldly programmed for an expen¬ 
diture about 25 per cent higher than at the close of 
War (Rs. 17 crores as against Rs. 14 crores for 1945-46). 
The actuals conformed to these estimates and yielded a 
surplus of about Rs. 47 lakhs. 

A principle of far-reaching importance In budgeting 
was adopted during this year, viz., the principle of a 
separate capital budget. “This year onwards. It was 
decided that all expenditure incurred on the creation of 
concrete and permanent assets should be charged to 
Capital, provided these assets were calculated directly or 
indirectly to add .*0 the efficiency and productive power 
of the State. Individual items costing less than 
Rs. 1,00.000 were, however, to be charged to Revenue, 
These principles were to be applied to the Public Works 


A review of the experience gained during the previous 2t years had shown that while proving a success in the case of departments and activities which required finan¬ 
cing of tong term policies by enabling them to build uo sufficient Reserves for expansion and development, the Departmentalisation Scheme was not so successful in the case of 
ordinary spending departments which had developed a purely departmental outlook without taking into consideration a wider interest of Government as a whole. Besides 
adding to the work of Accounts and Audit Officers by requiring them to maintain detailed accounts of departmental savings, which were never determined till the year was 
drawing to a close, it was always a constant source of controversy between the Finance Department and the, spending Departments, which in turn led to delays in settle- 
ments,of bills of supplies and services. The deoartments developed a mentality that grants placed at their'disposal were absolutely theirs and they could do whatever 
they fikedi With them. Thev resented any criticism from the Finance Department although the object of triennial budget was not to vitiate the control of the Finance 
penartov-nt. Thus, in the absence of intelligent and effective control over expenditure which was the joint responsibility of the Finance and tMfe spending Departments, 
departmental savings, instead of being utilised for furthering the activities of deoartments, were, in some cases, utilised for the creation of unnecessary and costly furniture 
and wasteful exoenditure. Many abuses grew uo in actual practice, the worst of which was one of sanctioning new expenditure against anticipated savings which might not 
materialise. The vitiated the fundamentals of the schemes. Moreover, a system of triennnial budget ill-suited the arrangements under the Constitutional Reforms, the first 
step towkrds^ which was taken by establishing Advisory Committees including the Standing Advisory Committee on Finance. These Committees and later on the 
*-Legislature” welcom'd annual Budget which afforded them greater opportunities of influencing Government’s policy.’’ A Review ef Hyderabad Finance, para. I is, page 107. 
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also. It was also decided that it would be permissible 
to finance from loan funds all expenditure charged to 
Revenue Account. It was also decided to have a separate 
Capital Budget in view of these principles.”* 

Then intervened a set of political forces which vio¬ 
lently upset Hyderabad finances and changed the entire 
course of its political and financial history. Political con¬ 
flict between the Governments of Hyderabad and India 
led the State Government to abandon its traditional 
principles of conservative finance and launch upon un¬ 
productive expenditures on a large scale. The result was 
that the budget for the year 1947-48, which estimated 
receipts at Rs. 2111.23 lakhs and service expenditure at 
Rs. 2291-18 lakhs, showed an actual deficit of Rs. 1176-88 
lakhs. 

After the Police Action, the Military Government had 
to resort to drastic measures to set right the finances 
of the State which were left in uttar confusion by the 
previous regime. Large-scale reduction in expenditure 
on the Army, the Police, and Refugees and Publicity, 
and the abolition of superfluous departments like the 
A. R. P., the Civic Guards, etc., .brought some order in 
the finances of the State. A deficit of Rs. 408-18 lakhs 
which would have resulted from the budget of the pre¬ 
vious Ministry, was reduced to a small deficit of 
Rs. 36-20 lakhs, largely due to these measures of reform 
and also due to improved revenue receipts. The finan¬ 
cial reforms were pushed through the next financial 
year also, and the hudget for the six months ended 
31-3-1950 turned out a surplus of Rs. 137-96 lakhs with¬ 
out in any way impairing the growth of social and 
administrative services. 

Post-Integration Period 1950-51 to 1953-54 

A new epoch commenced with the Federal Financial 
Integration of 1950-51. It involved certain revolutionary 
changes in the framing of the Hyderabad Budget, both 


as regards its form and content. Alteration of the com¬ 
mencement of the financial year from the 1st of October, 
to the 1st of April, change in the currency unit from 
H. S. to I. G. and rearrangement of several heads oj 
income and expenditure affected the form of its presen¬ 
tation. More important than these are the changes 
effected with regard to the sources of revenue and the 
liability for expenditure. Some items of receipts, such 
as income from railways, posts, etc., have passed on to 
the Central Government, while the State has beeri 
relieved of the responsibility for expenditure on a*my, 
etc. Certain important items like customs have ultimate¬ 
ly to go out of the picture altogether. Some of these 
important changes have already been brought about, 
e.g., receipts and disbursements in respect Of railways, 
army, import customs, posts, telephone, etc., have al¬ 
ready been taken out of the purview of the State Budget. 
But some changes are still in the process of implementa¬ 
tion by the State, such as export customs. Final deci¬ 
sions are still to be taken in the case of items like 
Hyderabad Paper Currency Reserve and the O. S. 
Stabilisation Reserve. New sources of revenue like Sales 
Tax, Agricultural Income-Tax, Betterment levy, etc., 
have yet to develop and secure their proper place in 
the Budget. It is, therefore, not inaccurate to state that 
the finances of Hyderabad are still in a process of reor¬ 
ganisation. Decisions on the main policies have no doubt 
been taken, but three or four years may Still be required 
for the full implementation of all the details thereof, 
so as to enable the State Budget to attain its final shape 
and normalcy. 


This fluid position is reflected in the irregular budge¬ 
tary results of Revenue Account and deficits in Capital 
Account. The over-all financial position of the State also 
reveals an unbalanced position with a decline in cash 
balances and increase in public debt. The table below 
will illustrate the position. 


(In lakhs of Rs.) 


Particulars 


1950-5* 

Accounts 

* 95 *- 5 * 

Accounts 

* 952-53 

B.E. 

* 952-53 

R.E. 

'fl 54 

I. Surplus (+) or Deficit (—) on Revenue Account 

» « * 

. ~*37 ‘39 

+ 168-19 

—123 -24 

+108 -6i 

—20*10 

II. Surplus (4-) or Deficit (—) on Capital Account 

• • • 

. +189-82 

— 167 -82 

—0 -28 

+ 274-* 1 

—13a -oo 

III. Miscellaneous (Reserves, Deposits, Remittances, etc.) 

• * • 

■ 944 * -55 

865-45 

295-92 

205-46 

* 9’54 

IV. Over-all Surplus (+) or Deficit (—) . . . 

. 

• + 37-42 

+198 -70 

— 123-52 

-165 -20 

—15a -10 

V. Cash Balance : 

(a) Opening Balance ... . . . 

. 

. 1178-87 

1202 -54 

589 -76 

1401 ’24 

1236 -04 

( 4 ) Closing Balance. 

V 

. 1216-29 

a 1401 ’24 

466 -24 

1236-04 

1083-94 

VI. Government Debt at the end of the year : * 

(a) Loans from the Central Government 


249 -99 

489 - 9 * 


8*3 43 

1320-64 

( 4 ) Other State Government Debtf . . 


• 4562-93^ 

4562 -19 

•• 

456 i -45 

4558-83 


Total 

4812-92 

5032 -II 


5384 -88 

5879 -47 


Taking into consideration the results of the last four 
budgets, Hyderabad has not done badly so far as the 
balancing of its revenue accounts is concerned. It has 
turned out surplus budgets for 1951-52 and 1952-53, 
while the deficit in the year 1953-54 is not appreciable. 


(In lakhs of Rs.) 


Year 

Receipts 

Expenditure 

Surplus + 
or 

Deficit(—) 

1950-57 

. . 2617-61 

2755-00 

-*37-39 

*95*-52 

• 2987.49 

2819-30 

+ 168-19 

* 952-53 (R-E.) 

2791-06 

2682•15 

+ 108-91 

*953-54 (B.E.) 

2801-73 

2821-83 

— 20-10 


The deficit of 1953-54 is due not to any noticeable fall 
in the total revenue receipts but to a rise in expenditure 
mainly related to development activities. As against an 
increase of Rs. 11 lakhs in the revenue receipts over 
those of 1952-53 (Revised Estimates), the expenditure 
in 1953-54 rose by Rs. 139 lakhs, irrigation and social 
services accounting for about Rs. 101 lakhs of the 
additional expenditure.' 


New aspirations and new objectives have found their 
way into the State in the wake of political integration, 
involving learge-scale developmental plans spread over 
several years. As a result of this, the capital budget of 
the State has acquired new importance. During the 
years 1950-51 to 1953-54, capital expenditure outside the 
revenue account rose from Rs. 518-64 lakhs to Rs. 686-15 


- * A Review of Hyderabad Finance, para. 73, page 49 

t A part of this debt will be taken over by the Central Government under the Federal Financial Integration Scheme. A decision however, is yet to be taken as 
regards the amount. “ 

2 —2 T ,E Comm. 


4 


lakhs. As compared to revenue account also, it showed 
a similar rise during the last three years. It constituted 
about 18-83 per cent, of the Revenue Expenditure in 
1951-52 and 30-66 per cent, in 1952-53 (Revised Esti¬ 
mates). In the Budget Estimate of 1953-54, the capital 


expenditure amounts to 24-35 per cent, of the revenue 
expenditure. 

The table below summarises the capital budget of 
Hyderabad for the years 1950-51 to 1953-54. 


Capital Budget of Hyderabad State 

(In lakhs of Rs.) 


Particulars 

1 950-5 1 

i95t-52 

1952-53 

(R.E.) 

'Wt 

I. Receipts : 

1 . Debt (Permanent, floating and unfunded) 

a. Loans from the Centre ...... 

3 . Deposits and Advances ...... 

4 . Loans and advances repaid to the State Government 

. 

69-33 
250 -oo 
4363-12 
1207 -05 

83 -66 

235 -°7 

5520 -33 
801 -57 

42 32 
39i -5° 
1326 -07 
1236-75 

37 -62 
533 -5° 
1217-47 
861 -95 


Total 

5889 -50 

6640 -63 

2996 -64 

2650 -54 

II. Disbursements : 

(a) 1 . Discharge of Debt (permanent, floating and unfunded) 

a. Loans repaid to the Centre ...... 

3 . Loans and Advances by State Government 

4 . Deposits and Advances ........ 

. . 

62^-72 

1149-76 
3406 -56 

57 +6 
24 -93 
1203 -83 
4853 -21 

36- 35 

37- 99 
1353 -52 
1020 - 6 i 

40 -66 

36 -29 
8 oo -44 
1128-00 


Total 

5181 -04 

6139 +2 

2448 -47 

2095 -39 

( b ) Capital Outlay outside Revenue Account : 

1 . Irrigation Proj'ects (Multi-purpose River Valley Schemes) 
a. Electricity Schemes ....... 

3 . Road Transport Schemes ..... 

4 . Miscellaneous* ........ 

♦ • • • 

340-16 
34-21 
18 -02 
126 -25 

397 82 
4 1 -39 

58 +1 

171 -40 

528 - 4 ° 
53-19 

42 -86 
197 -83 

506 -01 

57 -3° 

123 -84 


Total 

518 64 

669 -02 

822 -28 

687-15 

Total Disbursements 

5699-68 

6808-45 

3270 -75 

2782 -54 

III. Surplus (+) or Deficit (—) on Capital Account 


+ 189-82 

— 167-82 

— 274-11 

—132 *00 

♦Include* Public Health, Civil Work*, Scheme* of State Trading (Net) and other item>. 

* 




It would be seen from the above table that disburse¬ 
ments on capital account in all the four years have 
been considerably higher than the receipts, resulting in 
three successive deficits for the years 1951-52 to 1953-54. 

This has also adversely affected the revenue account and 
cash balances. Irrigation projects and multi-purpose 
river schemes dominate the capital programmes and 
absorb about Rs. 1,772 lakhs of the capital funds during 
the four years 1950-51 to 1953-54. But the outlay on 
electricity and other commercial and quasi-commercial 
schemes is rather meagre, accounting for about Rs. 305 
lakhs. Capital expenditure met from loans from the 
Central Government has been on a progressive scale 
accounting for 77-64 per cent, of the capital expenditure 
in 1953-54 as against 48-20 per cent, in 1950-51. 

Federal Financial Integration has given a new orienta- 
tinn tn +Via financial nnliov nf the* State. It mav not be 

people. Financial policies are, therefore, now moulded 
to facilitate the implementation of the larger policies 
of the State undertaken to achieve the objects of social 
security, modification of grave inequalities in the distri¬ 
bution of wealth, etc. 

2. Expenditure — Trends and Pattern 

Till the outbreak of the Second World War, the pace 
of expenditure on Revenue Account was rather slow. 
Thus, during the decade 1930-31 to 1940-41 the, rise in 
expenditure was only about 25 per cent, during the 
next decade the expenditure increased by 210 per cent, 
as can be seen from the following table. 

(In lakhs of Rs.) 

Year 





incorrect to state that budgeting in the past was more 
or less of an orthodox nature, viz., the balancing of 
State receipts and disbursements. It was not intended 
to be Used for certain definite social ends or purposes. 
Administrative requirements and convenience rather 
than social welfare were the main considerations 
governing budgetary policies. Hence even when there 
was scope for considerable expansion of revenues, this 
was not taken advantage of with the object of increas¬ 
ing outlay on social services. The objective of the State 
Government now is to make up the leeway in the field 
of education, medical and public health, co-operation, 
and such other social services, as well as to develop 
utility schemes like irrigation, electricity, etc., with' a 
view to providing maximum possible benefits to the 

1930-31 

1935-36 

1940-41 

1945-46 

1950-51 

1953-54 B. E. . 

• ]> 



711 -12 

722-95 
890-43 
1401 -47 
2755 -oo 
2821-83 

The general trend has been a rise in all categories of 
expenditure, viz., Direct Demands on Revenue, Adminis¬ 
trative Services, Social Services, Public Utility Ser¬ 
vices and Debt Services as indicated in the following 
table. 

(In lakhs of Rs.) 

Particulars 

1935-36 

1940-41 

1945-46 

i95°-5 1 * 

1953-54* 

B.E. 

Direct Demand on Revenues! 

Administrative Services^ ........ 

Social Services§ ......... 

Public Utility Services ........ 

B 

Debt Services .......... 

• 

Miscellaneous . . . . . . 

H5-7S 
(16 -o 0 ) 
201 -49 
(27 - 87 ) 
127-71 
( 17 - 67 ) 
34 -38 
(4-76) 
58 -86 
(7 -3i) 
190 -79 
(26 - 39 ) 

186 -47 
(20 -94) 
220 -86 
(24 - 8 o) 
140 -07 
(15-73) 
4i -75 
(4-69) 
81-45 
(9-15) 
219 - 83 ' 
(24 - 69 ) 

305 -78 
(21 - 82 ) 
226 -19 
( 16 - 14 ) 
190 -56 
(13 - 6 o) 
5i -29 
( 3 - 66 ) 
113 -82 
( 8 - 12 ) 
513 -833 
(36 - 66 ) 

270 -67 
(9-83) 
718-11 
(26 - 07 ) 
595-n 
(21 - 6 o) 
208 -23 
(7 -55) 
257-11 

(9 -33) 
705 -77** 
(25 - 62 ) 

286 -go 
( 10 - 17 ) 
506 -21 
(I7-94) 
799 " 6 l 
(28 - 34 ) 
178-54 
(6 - 32 ) 
322 -29 
(u - 42 ) 
728 -28 
(25 - 8 i) 

Total expenditure . 722 -95 

890 -43 

1401*47 

2755 -oo 

2821 -83 


♦Figures relating to Direct Demands on Revenue, Administrative Services, Social Services, Public Utilities, and Debt SemcM include DeameM allowMce.. 

{Direct Demands on Revenue include expenditure on Land Revenue, Forests, Customst.Excise, Stamps- Registration, Motor Vehicles Tax and other taxes and duties. 
{Administrative Services include General Administration, Justice, Jails and Convict Setlement, Police and Military (till IM 9 ; 50 -) n , 

(Social Services include Scientific Departments, Education, Medical and Public Health, Agriculture, Veterinary, Co-operation and Community Developmmt. 
([Public Utility Services include Irrigation. Electricity, Road and Rail Transport, Post Office, Tele-communication imd Printing. (RaHways, Port Office »nd 
Tele communications have on Financial Integration, been taken over by the Central Government and as such are not included in the figures of IV 50-51 onwards), 
JJUpto 1950-51 the figures include expenditure on dearness allowance which in 1945-46 amounted to Ks. 105 -24 lakns, 

** Includes compensation paid in respect of abolition of jagirs and Sarf-e-Khas. 























The following table gives a break-up of the expendi ture on Administrative Services for some selected years. 

(In lakhs of Rs.) 


Courts, General 

Police Military Jails & Adminis- Total 
Year Convict tration 

Settlements 


1935-36 

1940-41 

1945- 46 

1946- 47 

1947- 48 

1948- 49 

1950-51 

»95«-5* 


1 959-53 
(R.E.) 

1953-54 

(B.E.) 


56-36 
(7 -8o) 
58-56 
(6-58) 

60 -90 
(4 -35) 
89-21 
(5-68) 
231 -'ii 
(7 76) 

265 -65 

(10-15) 

483 -69 
(t 7 - 56 ) 
592 -90 
(21 -03) 

401 M 4 

(14-95) 

338 -57 
(12 -oo) 


68-28 
(9 -44) 
70 -51 
(7 -99) 
47 -85 
(3 -41) 
146 -38 
(8-47) 

55i -54 
(18-53) 

297 -22 

(10-35) 


n 3 '5 1 
(6-56) 
203 -93 
(6 - 86 ) 

135-79 
(5 ’*8) 
15 1 -9° 
(5 -5i) 


201 -49 
(27 - 87 ) 
220-86 
(24 -8o) 

226 -19 
( 16 - 14 ) 

389 '74 
(22 - 54 ) 
1035 -33 
(34-79) 

757 -57 
(28 -94) 

718 <11 
(26 -07) 

775 -62 
(27 -5>) 
582 04 

( 21 - 70 ) 

506 -21 
(>7-94) 


Note. —Figures from 1935-36 to 1948-49 (both yean inclusive) do not include Dearness Allowance. 
(Figures in brackets indicate percentage to total expenditure.) 


It would be seen from the above table that there has 
been an abnormal rise in the expenditure on Police dur¬ 
ing the first two years of the post-integration period. This 
was due to the upsurge of lawless activities in Telan- 
gana and the fact that the responsibility for mainte¬ 
nance of law and order which was shared by the military 
in the pre-integration period, rested solely upon the 
Police in post-integration period. With the improve¬ 
ment of law and order in the State, the expenditure on 


this item showed rapid fall of about Rs. 254-33 lakhs by 
1953-54 as compared to 1950-51. 

As regards expenditure on Social Services, Education, 
and Medical and Public Health occupy the first and 
second place respectively. The expenditure on Educa¬ 
tion was particularly progressive during the post-inte¬ 
gration period. 

- (In lakhs of Rs.) 


Education 

Medical and Public Health . 
Agriculture . 

Veterinary ... 

Co-peration . 

Other items 


1948-49* 

1950 - 5 " 

1951-52 


fl? 

274-23 

393 -°4 

409 -28 

437-14 

475 -76 

92 ’97 

121 -54 

147 -34 

160 -71 

187 -34 

1529 

43-34 

77 -58 

70 -a8 

72 ‘86 

11 -ii 

"4-5» 

18-93 

17-64 

ao *oi 

12 83 

16-65 

I7-4I 

19-28 

ao *93 

2 -09 

6-03 

5-02 

987 

aa 71 

408 -52 

595-n 

675 -56 

714-92 

799-61 


•Figure* do not include dearness allowance. 

The following table shows the growth of public expenditure on Public Utility Services and on Commercial and 
quasi-Commercial undertakings: 

(In lakhs of Rs.) 



Year 


Irrigation 

Forests 

Industries 

Electricty Road & 
Rail Trans¬ 
port 

*Other 

Items 

Total 

1935-36* 

. 

■ 

6-87 
(0 - 95 ) 

8-68 
(l -20) 

2 -90 
(0-40) 

O '21 

(0 -03) 

1 -35 
(0-19) 

> 4-37 
(1 - 99 ) 

34 -38 
( 4 - 76 ) 

1940-41* 

. . 

■ 

. 14-68 

(1 -65) 

8-99 

(i-oi) 

2 71 
(O *30 

0-77 
(0 -08) 

i -46 
(0-17) 

13-83 
(1 - 55 ) 

42-44 

( 4 / 77 ) 

1945-46* 

. 

■ 

I 4-31 

(l -02) 

12 -89 
(0 - 92 ) 

2-45 

(0-17) 

•• 

4 - 5 ° 

(0 -32) 

I 7-14 
(1 -22) 

51 -29 
( 3 - 66 ) 

1950-51 

. 

• 

. 146 -01 

(5 - 30 ) 

25 -9i 

(0 - 94 ) 

15 - 45 * 
(0 -56) 

0-31 
(0 *01) 

*• 

20 -55 
(0 - 75 ) 

208 -23 
(7 -56) 

1953-54 

(B.E.) 

. 

• 

89 -83 
( 3 - 18 ) 

34 -88 
(1 - 23 ) 

21 -32 
(0 -76) 

O '21 
(0*01) 

*• 

32 -30 
(1 -14) 



(Figures in brackets indicate percentages of each of the terns to total expenditure.) 
♦Figures do not include dearness allowance. 
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* Other items 


Year 


Posts Printing 

1935-36 

• 

. 12-16 

2-21 

1940-41 . • • 

• 

13-64 • 

019 

1945-46 • 

• 

1714 


1950-51 • 

• 

. 

ao-55 

1953-54 • 

• 

. 

32-30 

(3) Development Expenditure 


The progress of expenditure on development and other 
activities under and outside the Five-Year Plan is given 
below. (Details are given in Annexure A Page 28). 

(In lakhs of Rs.) 

Items 

1950-51 

1952-53 
1951-52 (R.E.) 

>953-54 

(B.E.) 

1 . Irrigation, Major and 
Minor: 




(а) Under the Plan 

( б ) Outside the Plan . 

333 -° 8 

400-47 464 67 

6 08 9 -ii 

468 • 18 
5-16 

Total . 

333 08 

406-55 473-7 8 

473-79 

a . Communications and 
Transport: 


* 


(a) Under the Plan 
(4) Outside the Plan 

61 -03 

42-7 8 4475 

20*00 10-01 

69 57 

3 09 

Total 

61 -oa 

63-78 54-76 

73-66 


Items 1950-51 : 

1951-52 

1952-53 

(R.E.) 

1953-54 

(B.E) 

3. Industries and Electricity: 





(a) Under the Plan 
( 4 ) Outside the Plan 

321 -18 

185-85 

18-31 

137-66 

38-75 

137 49 
18-39 

Total . 

221-i8 

204-16 

166-41 

15578 

4. Agriculture : 





(a) Under the Plan 
( 4 ) Outside the Plan . 

102-57 

62-55 

84-41 

59-26 

83-99 

66-88 

85-82 

Total 

ioa-57 

146-96 

14225 

153-70 

5. Housing : 





(a) Under the Plan 
( 4 ) Outside the Plan . 

4-38 

4 28 

4-28 

4-38 

Total . 

4-28 

4-38 

4-28 

4-28 

6 . Social Services : 





(a) Under the Plan 
( 4 ) Outside the Plan . 

5 8 ’59 
5 i 4 ; 5 8 498- 0 3 

69-70 

5 a 9 'i 5 

78-81 

584-29 

Total 

5 ! 4 - 5 8 

556-62 

598-85 

663-10 


(4) Five-Year Plan of Hyderabad State 

The State Five-Year Plan follows, in general, the 
principles, pattern and order of. priority laid down by 
the Planning Commission. The mam feautres of the 
Plan for Hyderabad and the extent of its execution, is 
summarised below;— 


Progress of Expenditure on Fine-Year Plan 


(In lakh* of R».) 



Plan 



1951-52 

1952-53 3 

1953-54 

Total 

Col. 

Diff. Balance to Differ-*. 
Cols, be given in ence 

1951-52 

1952-53 

Total 

1951-53 

1951-56 Budget Actuals Budget Revised 

Budget 

7 & 9 

4 & H 1953-56 
Diff. 
Cols. 

5 & tl 

Cols. 

10 & 13 

1 2 

3 

4 

,5 

6 7 

8 9 

10 

II 

12 13 

14 

1. Agriculture and Ru- 73 " 3 ° 

117 -23 

190 -53 

463-01 

62 -55 

59 -26 

66-88 

121 -8i 

68 -71 341 -20 

274-32 

ral Development. 

a. Major Irrigation & 806 -oo 

807 -oo 

1613 -oo 2697-oo 

.. 450-56 

. • 523 -65 

572-45 

974 -2i 

638-79 1722-79 

II 50-34 

Power Projects. 

3 , Industry . . 210-43 

60 -71 

271 -14 

294 -43 

.. J22-23 

.. 61 -29 

41 - 4 8 

183 -52 

87-62 110-91 

69-43 

4. Transport . . 35 -71 

25-71 

51 -42 

128 -57 

42-78 

44-75 

69 -57 

87 -53 

3611 41-04 

128 -53 

5. Social Service* . 45 65 

89-74 

135 -39 

469 -8a 

58 -59 

69 -70 

78 -8i 

128 -29 

3468 341 -53 

262 -72 

Grand Total .1161-09 

1100-39 2261 -48 4052 -83 

• • 736 - 7 I 

.. 758 -56 

829-19 

1495 -36 

865-91 2557-47 17-2828 


•The actual implementation of the various schemes 
under the Plan has been retarded mainly but to the 
insufficiency of resources and the resultant inability of 
the Government to incur expenditure on a scale envisag¬ 
ed in the Plan, lack of trained personnel in certain 
spheres, and the time required for building up an ade¬ 
quate and efficient development organisation at all 
levels. 

It was originally expected that the Plan could be 
financed from the following sources : 

Crores of R*. 

(a) Amount available for development expen- 5 -40 
diture on revenue account. 


( 4 ) Additional sources : 

(i) Economy in expenditure . • 

(ii) Deposits and other receipts . . 

(sis) Withdrawals from reserves . . 

(ip) Additional revenue from taxation 

(c) Public Loans • • • • 1 

(</) Assistance from Central Government assu¬ 
med for preparation of Plan. ^ 

Total 


Croretof Rs. 

4-5° 

. 170 

690 

6-oo 

. 6-oo 

10:00 


40'50 
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But according to present assessment, the resources 
available under the different heads to finance the Five- 


Year Plan work out to only Rs. 28-03 crores as against 
Rs. 40-50 crores originally expected. 


Financial Resources 


(In crores of Rs.) 
Present appreciation by State Government 


Sources 


i95t-56 i95'-52 1952-53 1953-56 1951-56 

Total 


(a) Amount available in revenue Budget 1950-51 

(4) Economy in Expenditure 

(c) Deposits and other receipts 

(1 i) Withdrawals from Reserves . . 

(<) Additional taxes ...... 

(/) Public Loans ..... 


(g) Loans from Centre 

(A) Grants from Centre 

• 

• 

* . 

* 

• 


10 *00 

2 'OO 

O *12 

2-90 

O ‘12 

4 " 5 ° 

0-36 

9 - 40 

0 -6o(D) 






Total 


40-50 

7 - 37 

7 - 59 

13-07 

28 -03 



(A) Represent! withdrawal! from Post-war Reserve and Loan! to mjluitriei from the Industrial Trust Fund. 

(B) Rai 80 lakh! from the lale of property and R!. 80 lakhl from sale of investment!. 

,<C) Represent! withdrawal! from State Road Fund. 

(D) Government Grants. 


• 

• 

5 - 4° 

0 -64 

9-64 

1 -92 

3-20 

. 

• 

4'SO 

0 -64 

0*64 

1 - 93 

3-21 

. 


1 -70 

t - 73 

O *41 

.1 -6o (B) 

3 - 74 

♦ 

. • 

6-90 

2-24 (A) 

2 -88 (A) 

0-76 (C) 

5 - 88 

•- 

* 

6 -oo 

•• 

• 

2 'OO 

2 -oo 



6 -oo 

, , 

,, 




In addition to the funds indicated above, supplemen¬ 
tary schemes which are essential to ensure the full 
benefits envisaged under Five-Year Plan, new schemes 
relating to the developmental activities of the Local 
Bodies, etc., require funds to the extent of about 
Rs. 7-99 crores as shown below: 

Lakhs of Rs. 

(1) Increase in the estimate for Ramagundam 125 

Thermal Station (approved by the Planning 
Commission). 

(2) Increased cost of debt services . . . 300 

(3) Maintenance of new roads, etc. . . 5 ° 

(4) Development under Tungabhadra Project . 70 

(5) Completion of roads in progress ... 36 

( 6 ) Community Projects, etc. 58 

(7) Harijan welfare ..... 25 

(8) Capital grants to local bodies ... too 

(9) Excess in Nizamsagar Hydro-Electric Project 35 

Total . 799 


Thus in the aggregate, there is a short fall of about 
Rs. 20-46 crores in the available resources of the Gov¬ 
ernment to enable them to carry through their present 
development programmes. 

To find the necessary resources to implement the 
development schemes contemplated by the State, the 
Government launched upon a programme of curtail¬ 
ment of expenditure under Administrative Services and 
effected savings to the extent of Rs. 269-41 lakhs during 
the years 1951-52 to 1953-54. But this was more than 
offset by the expansion of expenditure on Social and 
Developmental Services already initiated and under 
way. Further, unexpected expenditure arising out of 
drought conditions in certain parts of the State and 
damage caused by floods in some other parts, depleted 
the resources available for the Plan. The recurrence of 
the lawless activity in Telangana led to an unexpected 
rise in the expenditure under Police to about Rs. 592-90 
lakhs and Rs. 401-14 lakhs respectively in the years 
1951-52 and 1952-53 as against the budgeted expenditure 
of Rs: 568-59 lakhs and Rs. 368-57 lakhs. Further, it is 
a question for serious consideration whether the Gov¬ 
ernment can undertake further economies by retrench¬ 
ment or cut in salaries at a time when unemployment 
and the cost of living are on a rising scale. 

Since the existing public loans of Hyderabad Gov¬ 
ernment are quoted at a discount of 10 per cent, to 
15 per cent, the immediate prospects of raising new 
loans economically are not considered bright. Despite 
this fact, efforts are being made to float a development 
loan of a moderate size. 

Attempts made to raise additional revenues by the 
imposition of taxes on commercial crops had to be 
dropped, for the moment at least, in view of the opposi¬ 
tion to the meausre in the Legislature. Again, with 
regard to the Sale# Tax, difficulties are encountered both 
as regards the raising of the rate and the extension of 
the multiple-point principle. The prospects of raising 


substantial additional revenue from the new taxation 
proposals are, therefore, rather limited during the next 
few years, especially when it is remembered that the per¬ 
centage of tax revenue to total revenue in Hyderabad 
is already high at 80 per cent, (while it is far less in 
the neighbouring States of Madras, Mysore, Bombay and 
Madhya Pradesh). The per capita incidence of taxes 
(Rs. 12) also is higher than that obtaining in the neigh¬ 
bouring States, while the per capita income of the State 
is hardly Rs. 200 per annum as against Rs. 257 in Bom¬ 
bay (1950-51) and the all-India average of Rs. 255. 

It is, however, hoped that by making every possible 
effort, the Government might be able to raise about 
Rs. 115-00 lakfis from the following sources: • 

(Lakhs of Rs.) 


(i i ) Revision of revenue assessment in Taluqas 62 
where resettlement was overdue. 

(it) Increase in land revenue from lands under 8 

Tungabhadra Project. 

(tit) Betterment levy on lands under Irrigation 8 

Projects. 

(in) Tax on land produce in regulated markets . 12 

(v) Increase in the rates of Motor Vehicles Tax 5 

(ri) Estate Duty . . • • 20 

Total . 115 


5. Revenue Receipts—Composition 

The growth of the revenues of the state had been 
rather slow during the period 1933-34 to 1941-42; for 
during this period the revenues increased from Rs. 682 
Lakhs to 872 lakhs, i.e., only by about 20 per cent. But 
thereafter the progress was - rapid. This was, no doubt, 
to a considerable extent due to the impact of inflationary 
conditions on such sources of revenue as Excise and 
Customs. But even inelastic sources such as Land 
Revenue and Forests showed an upward trend over 
most of the period. The increase in the revenue receipts 
between the years 1941-42 to 1953-54 works out to 
about 221-47 per cent. 

(In lakhs of Rs.) 


Years 

Revenue 

Increase or %Increase 
Decrease (+) or De- 
oyer the crease (—) 
receipts of over 

1941-42 1941-42 

1941- 42 

1942- 43 

1944-45 

1946-47 

1948-49 . ; • 

I 950 - 5 1 t, \ ' 

1952 - 53 ( R - E -) • 

1953 - 54 (B-E.) 

871-55 
1057-32 
I 558-42 
• 1775-75 

2581-70 
2617-61 
. > 2791-06 
. 2801-73 

+ 185-79 + 21-32 
+ 686-89 +78-81 
+904-22 +103-75 
+ 1710-17 +196-23 
+ 174608 +200-35 
-+-1919-53 +220-25 
+-1930-20 +221-47 
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The composition of the revenue of the State has been 
more or less on a traditional pattern. The principal 
sources of revenue have been, and still are, the old 
sources, viz., Land Revenue, Excise (State and Central), 
Customs, Forests and Rail and Road Transport, Income- 
Tax and Sales Tax have been the only important new 
sources of revenue, and these are hardly six years old. 
The following table indicates the place of the principal 
taxes, in the total revenue, during the pre-war year 
1934-35, at the commencement of the war 1948 - 49 , at 
the close of the World War 1946-47 and after the Fin¬ 
ancial Integration in 1953-54. 


(In lakhs of Rs.) 


Head of Revenue 

* 934-35 

*938-39 

1946-47 

* 953-54 

Excise 

* 55-32 

(31-24) 

156-05 

(* 9 ‘ 9 °) 

652-19 

(36-72) 

1037 89 * 
( 37 - 04 ) 

Land Revenue 

268-2^. 

(36-68) 

253’*5 
( 32 ' 29 ) 

301*15 
( 16 * 96 ) 

502 * 2 Q 

(* 7 * 93 ) 

Inter-State Transit 
Duties. 

I'** 

CO 0 

95'37 
(12'16) 

222-45 

(* 2 - 53 ) 

* 7*-43 
(6-12) 

Rail and Road 
Transport. 

93-87 

(12-83) 

121-05 

(* 5 - 44 ) 

83-37 

(4-69) 

36 -00 
(* - 29 ) 

Forests 

n 89 

(*• 63 ) 

.11-25 
(I- 44 ) 

72-61 

(4-09) 

90 00 
(3-a*) 

Stamps 

18 05 

(2 -47) 

*4-89 
(*- 9 °) 

24-62 
(* - 39 ) 

5*-43 
(1 -84) 

Sales Tax 

Taxes on Income 


•• 

28-99 

(*-63) 

* 97 " *4 
( 7 - 04 ) 
238-23 
(8-50) 

Total Revenue 

73 l '32 

(100*00) 

784-05 
(100-oo) 

1775*75 
(100 00) 

2801.73 
(100-oo) 


•Includes receipts from opium and ganja (Rs. +o'07 lakhs). 
(Figures in brackets indicate percentage til total revenue). 


Particulars 


The Federal Financial Integration has affected far- 
reaching changes in the composition of the revenues of 
the State. Several fruitful and elastic sources of revenue 
were taken over by the Centre while a few equally rich 
sources were decided to be abolished.. The following 
table indicates the extent of the revenues thus lost to 
the State on the basis of collection for the year 1948-49. 


Heads of Revenue 

(In lakhs of 
Rs.) 

(a) Taken over by -the Centre : 



( 1 ) Income Tax 

• 

172-79 

( 2 ) Railways 


5* 4* 

( 3 ) Posts and Telegraphs and Tele-Communica¬ 
tions. 

24-43 

(A) Proposed to be abolished : 



( 1 ) Inter-State Transit Duties-Export sub-charges 
Excluding Export surcharge. 

Total . 

330-34 

578-97 


To make up the loss of revenues under the above Heads, 
the Indian States’ Finances Enquiry Commission suggest¬ 
ed that the State should develop jiew and alternative 
sources to augment its revenues, and gave a grant-in-aid 
of about Rs. 131-41 lakhs out of which a sum of 
Rs. 115-7 was towards a “Revenue gap" payment. This 
grant has ceased from 1952-53 consequent on the Recom¬ 
mendations of the Finance Commission, which proposed 
that instead of the “Revenue gap” payment, Hyderabad 
State should get 4-5 per cent, of the divisible pool of 
Income-Tax and 5-39 per cent, of the divisible pool of 
Union Excise Duties on tobacoo. It is expected that 
yields from these sources would be on a progressive 
scale. 

6. Significance of Tax and Non-Tax Revenue 

The position of tax (direct and indirect) and non¬ 
tax revenue in the structure of the State, is shown in 
the table below : — 

(In lakhs of Rs.) 


1934-35 1 938-39 1945-40 1950-51 * 953-54 

(B.E.) 


71 -13 66 -35 

28-87 33-75 

55 '°4 5 * - 6o 

44 -96 48 -40 

39‘*5 34 ’*8 

3 * '98 32 -07 


67-17 

72 85 

80-37 

32 84 

27-15 

*963 

3 * 93 

26-74 

36-59 

68 -07 

73 - a6 

63 4 * 

21 -44 

*9-48 

29 ' 4 * 

45-72 

53 -37 

50-96 


% of Tax Revenue* to Total Revenue 
% of Non-Tax Revenue to Total f Revenue 
% of Direct Tax to Total Tax Revenue 
% of Indirect Tax to Total Tax Revenue 
% of Direct Taxes to Total Revenue 
% of Indirect Taxes to Total Revenue 


e •Tax revenue-includM Land Revenue, Stamps, Agricultural Income Tax, Receipts from Motor Vehicles Tax, Sugarcane Cew, Betterment Levy, Inter-State Transit duties 
State Excise, General Sales Tax, Central Excise, Entertainment Tax, Betting Tax, Luxury Tax, and Sales Tax on Petrol. 

tNon-Tax Revenue includes Registration, forests, irrigation, civil administration, industries, electricity schemes, rail and road transport, civil works, grants-in-aid from 
centre, printing, post, telephones & others. 


A 

break-up of the 

non-tax revenue is shown below for the 

above" years : 

(In lakhs of Rs.) 


Particulars 

* 934-35 

* 938-39 

* 945-46 

1950-51 

* 953-54 

Grants from the Centre 

. 


• • 


* 3 * - 4 * 

•• 

Forests 

. 

.* * -89 

11 -25 

76 -89 

86-82 

90 -oo 

Rail & Road Transport 

• 

•' . 93-87 

121 'O5 

164 -87 

22 -6i 

36-00 

Irrigation 

. 

.0 -37 

O *40 

0-63 

o -45 

37-25 

Electricity Schemes 


.2 -63 

2 -6o 

3*5 


3-00 

Registration 

. 

.2 -65 . 

2 *21 

5-24 

7 - 4 * 

7-63 

Others 

. 

. 99 -73 

127 -08 

336 '35 

593-44 

376 -07 



Total . 211-14 

264-59 

• 

587 *13 

7 *o -73* 

349*95 
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A classification of the revenues according to the agency levying the tax is shown below : 

(In lakhs of Rs.) 


Years 


Central Taxes State Total 

-- Taxes Taxes. 

Share of Central Total 
Incdme Excises 
Tax 


1934-35.. . 

. 



520 -18 

520-18 

•938-39 ... 

. 

/ . . 

•• 

5*9 -46 

5 * 9-46 

•945-46 ... 

. 

61 -57 

6* -57 

1139 -25 

1200-82 

• 950 - 5 * . ... 

. 

•• 



•• 

• 953*54 . 

338 -33 

95-°3 

333 *26 

1918-52 

2251 -78 

Of the total revenues collected, the share of new taxes 




• 


in certain years of the pre-integration and post-integra¬ 
tion periods is shown in the following table : 

Items 

1938-39 

* 945-46 

* 95 °- 5 * 

TO 4 

(In lakh, of Rs.) 






Betterment Levy . 


. . 

. . 

* " 7 * 

Items 1938-39 1945-46 * 95 °- 5 * 

Entertainment tax 




3-43 

Total . 

• • 

•• 

72-52 

448-5* 

New Taxes : 

Old Taxes 

Total 

5 > 9-46 

1200-83 

1834-36 

1803-27 

5 * 9-46 

1300-82 

1906-88 

2251-78 


Income tax 


Sales tax 


Sugarcane Cess 


73 -53 


338'33 


197-14 


8 -oo 


Legislation has been introduction in the current Assem¬ 
bly session for imposition of a tax on Crossword puzzles. 

The contribution of Cesses and Fees .to the State 
Exchequer is rather insignificant as compared' to the 
other sources of revenue. This can be seen from the 
following table: 


(In lakhs ofRs.) 


Years 


S 

*934-35 

*938-39 

*945-46 

*950-5* 

*953-54* 

Cesses : 

Sugarcane Cess 





• 


8 -oo 

Fees* .... 

. 


122 -26 

*49 -55 

272 -47 

136 36 

203 -18 

Taxes. 

• • • 

. 

520 -18 

5*9 46 

12 QO -80 

1906 -88 

2251 -78 

Other items of Revenue 

• • « 


88-88 

1*5-04 

3*5 68 

574 -37 

346 -77 



Total Revenue 

73* 32 

784 -05 

*787 -95 

2617 - 6 i 

2801 -73 


•Include* Registration, Forests, Irrigation, Electricity, Rail and Road Transport, Printing, Posts and Telegraphs. 


7. Trends in Tax Revenue 

The Trends in the principal taxes during the last two 
decades are briefly explained in the following para¬ 
graphs. 


(i) State. Excise. —As old as Land Revenue. Excise has 
always been a major source of revenue in this State 
and still continues to be so. At the beginning of the 
century, its contribution was slightly less than a fourth 
of Land Revenue but it rose to about half the yield of 
Land Revenue by 1930-31 (Rs. 136-35 lakhs as against 
Rs. 257-44 lakhs on Land Revenue). After the introduc¬ 
tion of the Madras System with regard to liquor, and 
a uniform system of administration regarding Abkari 
for the entire State, including Paigas, Jagirs, and Sarfe- 
e-Khas the receipts rose still further, and stayed around 
Rs. 167 lakhs during the ’thirties. With the rise in prices 
of agricultural commodities during the closing years of 
the War, the receipts from this, Head soared and 
exceeded those from Land Revenue. It constitutes now 
the largest single source of revenue, whether indirect 
or direct. The following figures would indicate the pro¬ 
gress in the receipts of this tax : 


Year 


In lakhs of Rs- 


1940-41 . 

1942-43 . 

1 944-45 • 

1946-47 . 

1948-49 . 

1950 - 5 1 

1952 - 53 (R. E.) 

1953- 54 (B.E.) 




i67-94 

aa7-95 

452-36 

585-57 

683-51 

968 - 66 * 

941 - 14 

942 - 86 


•Includes receipts from and has Sarf- 
grated with the Diwani in 1949. 


e-Khas and Jagir areas which were inte- 


(it) Land Revenue. —Land Revenue was the main 
source of the State revenues from the earliest times, 
but it has been the most inelastic source. During the 
decade .1924-25 to 1934-35 it ranged round Rs. 250 lakhs 
and it needed a decade more and the inflationary con¬ 
ditions of War to reach a figure of Rs. 293 lakhs in 
1947-48 : 

Year In lakhs of Rs. 


1924-25 

1929-30 

1934-35 

1938-39 

1943-44 

1947-48 


25 * 43 
258-87 
268-24 
253-15 

285-75 

293-03 


One result of the slow progress in the receipts from 
this source has been that the relative proportion of Land 
Revenue to the Total Revenue has registered a fall dur¬ 
ing the last decade. It fell from 36-68 per cent, in 1934-35 
to 32-29 per cent, in 1938-39 and 16-78 per cent, in 1945-46. 
It was the amalgamation of the Sarf-e-Khas and the 
Jagirs with the Diwani that led to a substantial increase 
in the receipts from this source, which rose from 
Rs. 314-14 lakhs in 1948-49 to Rs. 482-23 lakhs in 1951- 
52. Even though Land Revenue has not been able to 
recover its pre-War proportion to the Total Revenue 
it is still one of the mainstays of the State Exchequer. 
With increased irrigation, and other facilities for improv¬ 
ing agricultural production, the returns are likely to be 
better. The rate of accumulation of arrears also is likely 
to be slowed down. But this increase in revenue is net 
likely to materialise immediately till the land under 
the command area is fully developed. 
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(Hi) Inter-State Transit Duties .—This item or revenue 
has always been a source of substantial income to the 
State. It occupied a place next only to Land Revenue. 
Its maximum contribution to the revenues of the State 
during the decade prior to 1940-41 was Rs. 110-19 lakhs' 
During the last three years of the War, the receipts 
rose rapidly as the prices of commodities in general had 
shot up due to inflation and the duty was (and still is) 
on an ad valorem basis. Pursuant to the policy adopted 
subsequent to the Federal Financial Integration, import 
customs were abolished on 1st August 1952 while the 
export customs, as at present envisaged, are expected to 
disappear in 1954-55. The following table illustrates the 
above trends : 


1930-31 

«935-36 

1940-41 


Year 


In lakhs of Rs. ■, 
89-55 
89 - 72 

iii*75 


( vi ) Stamps. —The income from Stamps has been 
rather poor throughout, not even accounting for 2 per 
cent, of the Total Revenue. The revision of rates to a 
higher scale in 1949-50 has also not changed the posi¬ 
tion although the absolute figure relating to the yield 
has risen. The following table shows the receipts from 
this source during the last three decades : 

Year In lakhs of Rs. 


1920-21 .. 
*930-3* • 

*935-36 . 

1940-41 . 

1945-46 . 

I 95°"5 I 

*953-54 (B. E.) 


12*88 
* 5-63 
* 7'54 
*5*64 
22*98 
49'35 
5 * '43 


During the course of the next 4 or 5 years, there are no 
prospects of any substantial increase in the receipts 

from this source. 


*945-46 . 

1950-51 . 

*953-54 (B.E.) 

•Excluding Export surcharge*. 


216*56 

353'34 

*71-43 


( iv ) Rail and Road Transport. —Rail and Road Trans¬ 
port was the most important source of non-tax revenue, 
accounting for about 15-44 per cent, of the total non-tax 
revenue in 1938-39. Originally administered by the 
Nizam’s Guaranteed State Railway, the contribution of 
Railways to the State coffers was rather poor in the 
beginning. But ever since its purchase by the State 
Government in 1930, its contribution has been sub¬ 
stantial and steadily on the increase. The earnings from 
the Road Transport Department which was set up in 
1932 were also quite fair, yielding a return of about 
10 per cent, on the total outlay. The receipts from both 
these undertakings are shown below : 


Year 


1920-21 
1925-26 
*930-3* 

1935-36 
*940-4* 

*9^5-46 
* 946-47 

1947 - 48 

1948 - 49 
* 949-50 (6 months) 


In lakhs of Rs. 
10*62 
27*56 
25*68 
89*14 
126*55 
164-87 
83-37 
*37-36 
' 5**4* 

73-67 


As a result of Federal Financial Integration, Railways 
have been taken over by the Central Government. Only 
the earnings from the Road Transport will hereafter 
accrue to the State Government. The receipts from this 
source in 1951-52 amounted to Rs. 45.55 lakhs. It is 
expected that the Department would put on road about 
two hundred additional vehicles during the course of 
the next three years. It is hoped that this would im¬ 
prove the returns from this source. 


(vii) Sales Tax. —Sales Tax, levied only on luxury 
goods in 1947-48 has begun to loom large subsequent to 
the Financial Integration as the principal source to 
make up the loss due to removal of State customs. 
Based on the multiple-point principle, though at rates 
comparatively lower than those in other States, it has 
yielded good resultes so far, as can be seen from the 
following table : 

Year ? In lakhs of Rs. 

. ’ . . . 72-52 

. . . . . . 106*41 

. . . . . . 192*86 

. . . . *97- *4 


1950-51 . . . . . 

*952-53 . 

*952-53 (R- E.) . . . 

*953-54 (B. E) . . . . . . 

tn the current financial year, the impact of the tax has 
been reduced to two or three points in the case of 
some articles. The Supreme Court’s decision with regard 
to the levy of Sales Tax on commodities going in and out 
of the states may to some extent keep down the returns. 
But with a suitable rise in the rates to the level pre¬ 
vailing in other States and the full development of the 
machinery administering the tax, which is at present 
still in a formative stage, it is hoped that the returns 
from the tax could be more than kept up at the pre¬ 
sent level. 

(viii) Taxes on Income. —Taxes on Income made their 
advent ihto this State only during the course of the 
Second World War. The Excess Profits Tax was intro¬ 
duced in 1943-44 and yielded an income of Rs. 67-69 
lakhs in that year. It was followed by the Business 
Profits Tax in 1947-48. Both these taxes have since 
been given up. Income-tax was introduced in 1947-48 
and has been taken over by the Central Government 
consequent on the Federal Financial. Integration. The 
Agricultural Income-Tax was introduced in 1951-52 and 
it yielded a sum of Rs. 10-40 lakhs. Both the revised 
estimates for 1952-53 and the budget estimates for 
1953-54 place the figure at Rs. 6-86 lakhs. With the 
implementation of the proposed land reforms and the 
fixing of a ceiling on land holdings, it is highly doubtful 
whether better results can be expected from this tax. 

8. Efforts to Increase Revenue 


(v) Forests. —Though a source of revenue from the 
beginning of the twentieth century, its contribution to 
the State coffers was far from satisfactory till the clos¬ 
ing years of the War. Its contribution reached a figure 
of Rs, 89-44 lakhs in 1944-45 and then showed a down¬ 
ward tendency which was arrested in 1950-51, con¬ 
sequent on the integration of the Jagir and the Samas- 
than forests with those of the Diwani. The following 
table shows the trends in the receipts from forests : 

Years In lakhs of Rs. 


190001 




• 

• 

« 

• 

2-91 

1910-11 



. 



- 


5- *6 

1920-2 r 

• 

* 

• 

* 

• 

• 

* 

6-98 

* 930 - 3 * • 

• * 

• 

• 

. 

. 

. 

. 

14-85 


Right up to the Second World War, the general trend 
of the budgetary policy had been to keep down expendi¬ 
ture so as to balance the revenues. It is only during the 
War period, and more so in the post-War period, that 
attempts have been made to levy taxes with some 
definite objectives such as balancing the budgets, coun¬ 
tering inflation, etc. But such taxes have been rather 
few as detailed below: 

(i) To counter inflation. —The Business Profits Tax 
was levied in the State in 1948 on the lines of the one 
in operation in the Indian Union. The collections dur¬ 
ing the years 1948-49 and 1949-50 (6 months) were 

Rs. 9-15 lakhs and Rs. 2-57 lakhs respectively. This was 
discontinued in 1951 following similar action by the 
Government of India. 


1940 - 4 * . 

*942-43 • 

*944-45 * 


1946- 47 .* 

1947 - 48 . 

1948 - 49 . 

* 949-50 (6 months) 
1950 - 5 * • 

*95*-52 . 

1952-53 (R E.) 

*953-54 (B.E.) 


14-22 
32'77 
89*44 
72-61 
48-64 
77'35 
37'63 
86-82 
98 * 85 
90-00 
90-00 


Forests, by their very nature, are not capable of yield¬ 
ing substantial additional returns in the short run. But 
with the present schemes on hand and better communi¬ 
cations, this source may be expected to yield receipts 
at the present level during the next few years. 


(ii) For Balancing the Budget.— The most important 
tax in this regard is the Sales Tax, the progress, of 
which has been shown in para, (vii) supra. Particulars 
of six other taxes levied for this purpose are given 

below : • 


In lakhs of Rs* 


Items 

*950-5* 

*95*-52 

*952-53 

(R.E.) 

*953-54 

(B.E.) 

1 . Motor Vehicles 

13-42 

12*92 

I3-72 

*5-42 

Tax. 

2 . Sales Tax on 

I* 20 

, , 

10*29 

15-86 

Petrol. 

3 . Taxes on Betting 

. . 

, , 

*'74 

1*71 

4 , Entertainment 

. . 

. . 

2*14 

3’43 

Tax. 

5 . Betterment Tax 



1*71 

6 . Sugarcane Cess 



■*, 

8 *oo 
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9. Tax Proposals for Financing the Plan 

In a discussion held with the Union Planning Minister 
and certain officers of the Planning. Commission in 
January, 1953, it was suggested that the Hyderabad 
Government should try to raise another Rs. 1-00 crore 
by taxation and Rs. 3-00 crores by loans. As already 
explained above, the prospects of raising additional 
funds are not bright. Even should this be possible, 
there would still be left a gap of Rs. 15-46 crores to 


be made up and unless the Central Government comes 
to the assistance of the State, it may not at all be 
possible for the State Government to execute the deve¬ 
lopment schemes contemplated at present. 

10. Practice Regarding Fiscal Legislation 

The present practice with regard to the imposition 
or alteration of some of the important taxes, is noted 
below 


Tax 

1. Land Rvenue 

2. Excise 

3. Customs 

4. Stamps 

5. Motor Vehicles Tax 

6. Sales Tax 

7. Agricultural Income-Tax 

8. Betting Tax 

9. Prize Competitions Tax 

to. Sugarcane Cess 

11. Cinema Shows Tax 

12. Tax on Petrol 

13. Local Taxes 


1 


Relative Act 

Land Revenue Act .... 

The Hyderabad Abkari Act, 1907 
The Hyderabad Customs Act, 1947 ■ 

The Hyderabad Stamps Act, 1922 
The Hyderabad Motor Vehicles Act, 1945 
The Hyderabad General Sales Tax Act, 1950'! 


J 


Procedure 


Government have the power under the re¬ 
lative Acts to make necess’ary changes 
in the rates by Notification without going 
to the Legislature. 


Government have powers to change the rates 
subject to a maximum. 


The Hyderabad Agricultural Income-Tax 
Act, 1950. 

The Hyderabad Horse Racing and Betting 
Tax Regulation, 1949. 

The Hyderabad Prize Competitions Control 
and Tax Act, 1953. 

The Hyderabad Sugarcane Cess Act, 1953 

The Hyderabad Cinema Shows Tax Act 
1952 - 

The Hyderabad Motor Spirit Taxation Re¬ 
gulation, 1949. 


> Government should go to the legislature for 
J altering the rates. 


Government can alter rates by notification. 


, Government can alter rates by notifications 
| subject to certain maxima. 

Government can alter rates by notification. 


The Hyderabad City and Town Committees 
Act. 


The procedure of a Finance Act to revise the .rates or 
effect changes in the tax structure of the State has not 
yet been adopted. The present practice is to place before 
the Legislature the necessary amendments to th indivi¬ 
dual Acts concerned or the proposed measures for new 
taxes, and get them passed. 


Government can alter rates by notification. 

11. Administrative Machinery 

The administrative machinery for administering the 
different principal taxes and fees is indicated below. 
(For a detailed account, please refer to the tax notes 


Name of the Tax 

Secretariat 

Final, Appellate and Revi- 
sional Authority 

Principal Administrative 
Officer 

Administrative Machinery 

I 

2 

3 

4 

5 

1. Land Revenue* 

. Secretary, Revenue De¬ 
partment. 

Board of Revenue. 

Member, Board of Reve¬ 
nue. 

Collector assisted by Deputy 
Collectors, Tahsildars, 


2. Excise 


3. Stamps & Court Fees 


4. Customs 


5. Sales Tax 


6. Tax on Cinema Shows 

7. Tax on Petrol 

8. Tax on Betting 

9. Taxon Prize Competi- 
' ' irons. 

10. Agricultural Income- 
tax. 


11. Motor Vehicles Tax 


12. Entertainment Tax . 

13. Profession Tax 

14. Property Tax 

15. Vehicle and Animal 
Tax. 


16. Pilgrim Tax . 

17. General Water Tax . 
16. Tax on Transfer on 

Immovable Property. 


Do. 


Do. 


Secretary, Finance De¬ 
partment. 


Do. 


Do. 

Do. 

Do. 

Do. 

Secretary, Finance De¬ 
partment. 


Secretary, Home Depart¬ 
ment. 


Secretary, Local Govern¬ 
ment Department. 


Excise Commissioner (Ap¬ 
peals) and Board of Re¬ 
venue. 

(Appeals & Revision). 

Inspector-General of Stamps 
& Registration and Re¬ 
venue Board. 

Deputy Commissioner (Ap¬ 
peals) Customs Commis¬ 
sioner. (Revision). 

Dy. Commissioner of Sales 
Tax (Appeals). 

Commissioner of Sales Tax 
(Revision). 

Dy. Commissioner, Sales 
Tax (Appeals). 

Do. 

Do. 

Not yet prescribed 

Deputy Commissioner of 
Agricultural Income-tax 
(Appeals). Commissioner 
(Revision). 

State Transport Authority. 
(For Assessment only on 
provision for appeals or 
revision.) 


Collectors, Secretary, Local 
Government Department 
(Appeals) Minister, Local 
Government (Revision). 


Commissioner of Excise. 


Inspector-General of 
Stamps & Registration. 

Commissioner of Customs 


Commissioner of 
Tax. 


Do. 


Sales 


Do. 

Do. 

Do. 


Revenue Inspectors, etc. 

Excise Superintendents, 
assisted by Inspectors, 
Sub-Inspectors, etc. 

Inspectors of Stamps, etc. 


Superintendents assisted 
by Inspectors, Sub- 
Inspectors, etc. 

Sales Tax Officers assisted 
by Surveyors, etc. 


Do. 

Do. 

Do. 

Do. 


Commissioner, Agricultural Agricultural Income-tax 
Income-tax. Officers, Surveyors, etc. 

Transport Au- 


For Secretary State 
Transport Authority. 


District Board, City and 
Town Municipal Com¬ 
mittees. 


Regional 

thority. 


Collectors assisted by De¬ 
puty Collectors, District 
Boards, Citv and Town 
Municipal Committees. 


3—2 T.E.Conj. 






12. Tax Evasion and Tax Avoidance 

Tax evasion or tax avoidance is not of that order as 
to deserve any particular mention. The question is 
more one of arrears and collection. Arrears have been 
heavy only in respect of Land Revenue and Excise due 
to unavoidable causes such as the unsettled economic 
conditions prior and subsequent to the Police Action, 
the integration, of the Sarf-e-Khas and the Jagir areas, 
with their undeveloped administrative machinery, with 
the Diwani, etc. These have been explained in detail 
in Tax Notes in Memorandum TV. The Administrative 
machinery is being toned up. Adequate machinery to 
administer Sales Tax (introduced in 1950), Sugarcane 
Cess and Tax on Prize Competitions (introduced in 
1953) is also being developed. Customs Officials, espe¬ 
cially those on the borders, have been instructed to 
keep a watch on the movement of taxable goods. Gov¬ 
ernment have enacted a legislation under which no 
registering authority should register a transfer of pro¬ 
perty by an evacuee or intending evacuee unless he 
produces a tax clearance certificate from the Sales-Tax 
Department. Similarly, all Departments have been in¬ 
structed to keep the Commissioner of Sales Tax inform¬ 
ed of the payments made to parties by all disbursing 
officers and not to give contract, to contractors unless 
they produce a tax clearance certificate. 

13. State Taxation vis-a-vis Local Finance 

Local Government is still in its infancy in the State. 
Elected Municipal and Town Committees have been 
constituted only this year while elections to the Pan- 
chayats have been completed only during the last few 
weeks. All the sources of revenue usually allocated to 
Local Bodies in the other States have been allocated to 
the Local Bodies in this State also. Provisions exist 
in the State Acts empowering the Local Bodies to levy 
rates and collect fees in respect of several items. But 
as yet, these provisions have not been fully taken 
advantage of by the Local Bodies to augment their 
revenues. 

There is no tax field where the interests of the State 
Government and those of the Local Bodies are likely 
to clash. The power to impose taxes under the provisions 
of the Acts existing in this regard is exercised by the 
Local Bodies only with the prior sanction of the State 
Government which prescribes the maximum and mini¬ 
mum rates. Under the existing arrangements, a Village 
Panchayat is entitled to 15 per cent of the Land 
Revenue of that particular village. No specific taxes are 
collected by the State Government for distribution 
among the Local Bodies. The State Government makes 
regular grants to the Local Bodies for general as well 
as specific purposes as shown in the Table below:— 


(In lakhs of Rs.) 


Nature of Grant 

I 95 I -52 

Actuals 

‘ 952-53 
Rev. Est. 

‘ 953-54 
Bud. Est. 

Education 




1. Grants for Secondary Schools 

2. Grants for Primary Schools 

7'77 

3-21 

‘ 3-77 

6-16 

14-29 

6-17 

Public Health 




1. Grant to District Municipa¬ 
lities. 

2. Grant for village medical 
boxes, 

8- 24 

4-29 4-28 

(Dist. Water 
Works). 
0-94 . o-g 4 

Miscellaneous 




i. Grant to City and District 
Municipalities and Pancha- 
yats. 

14-24 

I4*40 

18-43 

Total 

33-46 

39-56 

44-n 


14. & 15. State Taxation vis-a-vis Central Taxation and 
other points. 

The powers of the State Government With regard to 
taxation are laid down in the Constitution. The Central 
and State Governments have distinct and separate fields 
of taxation and there is, on the whole, very little over¬ 
lapping of these fields except in the case of income 
from non-agricultural immovable properties which is 
subject to tax both by the Central Government and the 
Local Bodies in the State. But this arises only in cases 
where large incomes are derived from urban housing 
properties by way of rents. There are, therefore, no 
serious questions of co-ordination as between the Cen¬ 
tral Government and the State Governments to be 
considered. But there is some need for co-ordination 
pf taxation policies pursued by'the different States in 


respect of certain matters. One such important matter 
is the Sales Tax Policy. What are the goods that should 
be exempted from the imposition of Sales Tax in all 
States? What are the commodities that could be sub¬ 
jected to a uniform rate of levy? What are the com¬ 
modities with regard to which the rates of assessment 
should be left entirely to the discretion of State Gov¬ 
ernments? What should be the method of levy, whether 
at one point, at a few points or at all points? Similar ques¬ 
tions also arise with regard to Court Fees, and Duties 
on stamps, motor vehicles, entertainment, prize com¬ 
petitions, betting, octroi, etc. Such a uniformity will 
no doubt be welcomed by the business community and 
the assessees in general, and avert the possibility of 
certain types of business being shifted from one State 
to another. But a consideration of these questions gives 
rise to another issue which is of a more fundamental 
character, viz., is it desirable in the interests of fiscal 
autonomy that all the State Governments should seek 
uniformity in such matters?. Moreover, considering that 
most of the States differ from each other as regards 
the level of economic development and the volume of 
trade both in the aggregate and in respect of different 
commodities entering into inter-State and international 
commerce, is it practicable to achieve uniformity in 
such matters, in respect of all States without any 
adverse effects on the finances of some States? 


Another important question which arises out of the 
present distribution of the sources of revenue between 
the Centre and the States is the inadequacy of the 
resources available to the States to meet their growing 
requirements. All the elastic sources of revenue such 
as railways, income-tax, customs, etc., fall within the 
purview of the Central Government. Barring Sales Tax 
and to a limited extent. Stamps and. Court Fees, there 
is no other source of revenue within the competence of 
the States which is capable of expanding with an 
expansion of economic activity in general. Land 
Revenue by its very nature, bound up as it is with the 
holding and not income, is not capable of expansion 
commensurate with an improvement in the general 
economic conditions in the country. Excise which has 
been the most fruitful source of the State revenues has 
disappeared from the tax structure of some States due 
to prohibition. In fact, it has now emerged there as a 
spending Department instead of being a revenue yield¬ 
ing Department. In other States like Hyderabad. Madhya 
Pradesh, etc., this source is perhaps becoming over-ex¬ 
ploited which is not really quite healthy or desirable. 


With sources of revenues, thus restricted in their 
scope, the States are called upon to meet the ever-, 
increasing demands of nation-building activities aod 
social services. They have also to assist in an increasing 
measure in the financing of the various welfare activities 
undertaken by the Local Bodies. It has, therefore, been 
and is bound to be - so more and more in the years to 
come, a serious problem to the States, as to how to 
meet in an adequate measure the legitimate demands 
of the States’ people in respect of more widespread social 
services. With this is also bound up the larger question, 
viz., the effective functioning of a federal democracy 
which postulates the decentralisation of political and 
administrative powers between the Union Government 
and the State Governments on the one hand and the 
State Governments and the Local Bodies on the other. 
The State and Local organisations cannot function with 
competence, energy and independence within their allot¬ 
ted spheres unless they have adequate financial resources 
of their own. Decentralisation of political power requires 
that it should go hand in hand with decentralisation of 
financial powers. One without the bther will fail in its 
purpose. 

No doubt the Central Government at present, <&xss all, 
it can to assist the States by means of grants and loans 
to finance their various development activities. But the 
States would like to have resources of their own on 
which they could count upon in the normal course of 
things. It is also desirable that it should be so. In all 
federal constitutions, it is necessary that the constituent 
states should, as far as possible, be financially self-suffi¬ 
cient as it creates in them a sense of responsibility and 
a feeling of freedom, from the likely favours or pre¬ 
judices of the Centre which may, at times, be tempted 
to use its financial power for political ends. At the same 
time the paramount importance of placing at the dis-. 
posal of the Central Government adequate financial 
resources cannot be againsaid. That is no doubt the pri¬ 
mary pre-requisite in the case of all federal financial 
arrangements. This being conceded every effort should 
be made to strengthen the financial competence of the 
States. At the present moment since no new avenues 
of taxation could be thought of, it seems to merit the 
serious consideration of the Central Government whe¬ 
ther the present share of the receipts from Excise and 
Income-tax now allotted to thff States should not be 
raised. The States are now allotted 55 per cent of the 
Income-tax Pool and 40 per cent of the net proceeds of 



Uniou Excise duties on tobacco, matches & vegetable 
products. The share of the States may be raised to 
60 per cent of the total receipts from Income Tax includ¬ 
ing Corporation Tax. As regards Central Excise the 
Excise Pool available for distribution among the States 
should comprise 50 per cent of the proceeds of all Excise 
duties levied by the Central Government. 

At present the State Government expend a fairly large 
sum of money in maintaining Law and Order on the 
Railways and on the protection Of the properties of the 
commercial and quasi-commercial undertakings of the 
Central Government such as Railways, Posts and Tele¬ 
graphs, etc. It would, therefore, be reasonable if the 
Central Government bear a part, at least, of the expen¬ 
ses incurred by the State Governments in this regard. 

It may not be out of place to allude here to a parti¬ 
cular aspect of the policy relating to taxes on income. 
At present the State Governments have the power to 
levy taxes on agricultural income. But in no State had 
this measure enough time or scope to develop normally. 
Now that land reforms with a prescription of ceilings 
for individual holdings are in the offing, Agriculture 
Income Tax is bound to loose its siginiflcance as a source 
of income. In view of this position, the surcharge on 
Income Tax now exclusively reserved for the Central 
Government under Article 271 of the Constitution, may 
be included in the Income-tax Pool and made available 
for division among the States. 


’ ANNEXURE ‘A’ 

Progress of Development Expenditure under the 
Five Year Plan 


(Reference 

: Page 11) 


Year and Item Un *£‘ he 

Outside the 
Plan 

Total 

1950-51 




1 . Irrigation & River Valley 
Schmes 


294-22 

294-22 

2 . Minor Irrigation 


38-86 

38-86 

3 . Road .... 


43-00 

43-oo 

4 . Transport 


18-02 

18-02 

5 . Housing 


4-28 

4 - 28 

6 . Education 


393-04 

393-04 

7 . Medical & Public Health 


I2J-54 

121-54 

8 . Agriculture 


102-57 

102-57 

9 . Industries 


147-08 

147-08 

10 . Electricity Schemes 


54-10 

54 - to 


. . 

1216-71 

1216-71 


Year and Item 

Under the Outside the 
Plan Plan 

Total 

1951-52 

1 . Irrigation & River Valley 

366 * 93 

t . 

366-93 

Schemes. 

2 . Minor Irrigation 

33-54 

6-08 

39' 6 a 

3 . Roads 

42-78 

.. 

42-78 

4 . Transport 


20-00 

20-00 

5 . Housing 


4-28 

4-28 

6 . Education . . 

43-24 

366-04 

409-28 

7 . Medical & Public Health 

*5-35 

*3*-99 

*47-34 

8 . Agriculture 

62-55 

84-41 

146-96 

9 . Industries 

*35-50 

4'9* 

140-41 

10 . Electricity Schemes 

50-35 

*3-40 

63-75 


750-24 

631-11 

* 381-35 

1952-53 

l. Irrigation & River Valley 

429-28 


429-28 

Schemes. 


2 . Minor Irrigation 

35-39 

9" ** 

44-50 

3 . Roads .... 

44- 75 

IO-OI 

54-76 

4 . Transport 


42-86 

42-86 

5 . Housing 


4-28 

4-28 

6 . Education 

44-60 

392-54 

437-*4 

7 . Medical & Public Health . 

25-10 

136-61 

161-71 

8 . Agriculture 

59-26 

82-99 

* 42-25 

g. Industries 

54-29 

24-64 

78-93 

10 . Electricity Schemes 

83-37 

4-11 

87-48 


776-04 

707- *5 

1482-19 

*953-54 

1 . Irrigation & River Valley 

447-22 

. . 

447-22 

im Schemes. 

2 . Minor Irrigation 

20-96 

5 ‘ 6 i 

26-57 

3 . Roads . 

69-57 

3-09 

72-66 

4 . Transport 

.. 

, . 

. . 

5 . Housing 

.. 

4*28 

4-28 

6 . Education 

49-29 

426-47 

475.76 

7 . Medical & Public Health 

29-52 

157-82 ' 

*87-34 

8 . Agriculture & Rural Deve¬ 
lopment. 

66-88 

85-82 

152-70 

9 . Industries 

41-48 

4-65 

46-13 

10 . Electricity 

96-01 

13-64 

* 09-65 

' 

820-93 

7 * 0-38 

1522-31 









Memorandum ii 

General Note On Local Taxation 


1. Statistics are appended to this note. (Ref : 
Annexures A to D.) 

2. Trends in the budgetary position are usually up¬ 
wards. Local bodies have improved considerably in their 
incomes. But the expenditure also have been rising. 

There is practically no change in the pattern of income 
and expenditure of local bodies of all categories. 

3. The annexed statement gives a comparative study 
of the (a) Tax Revenue; and (b) Grants-in-aid and other 
non-tax revenue. 


So far as Hyderabad State is concerned no share, as 
such, of revenue from specific taxes levied and collected 
by the State Government is available to local bodies 
except that Village Panchayats are given a grant equal 
to 15 per cent of the Land Revenue of that particular 
village from the State Funds. Under the provisions of 
the Hyderabad Village Panchayats Act 1951 the State 
Government has provided as a temporary measure, a 
sum of Rs 17-00 lakhs to meet the extra expenditure 
on salaries and dearness allowance of Municipal em¬ 
ployees as recommended by the Pay & Service Com¬ 
mission in 1947. Of this amount Rs. 6-00 lakhs are 
given to the Hyderabad Municipal Corporation, and 
Rs. 11-00 lakhs are divided, having regard to their 
needs, among the Secunderabad Municipal Corporation 
and other City and Town Municipalities in the State. This 
amount is provided, half as an outright grant and half 
as a loan recoverable from the local bodies. The State 
Government also gives a grant of Rs. 50,000 every year 
towards the salaries of Sanitary Inspectors throughout 
the State. 


Whereas the backbone of local finances is the tax 
revenue, the significance of Government Grants and 
non-tax revenues to maintain the financial stability of 
local bodies is too obvious to require further emphasis. 
Non-tax Revenue comprises mostly of the following 
items : 

l. Fees; 

a. Fines; 

3. Rent; * 

4,. Other miscellaneous items. 


Although revenue from commercial, transport and 
other undertakings is, in general, an important source 
of income for local bodies, none of them in Hyderabd 
State run any undertaking on a commercial basis. Even 
the water works are not run on these lines, and in 
most cases, they are a liability rather than an asset and 
source of income to the local bodies. 


4. The Municipal Corporations may impose the follow¬ 
ing principal taxes : 

(a) Property Tax and Service Tax ; 

(b) Tax on Vehicles, boats and animals ; 

(c) Octroi; 

(d) Profession tax; 

(e) Tax on dogs ; 

(f) Theatre tax ; 

(g) Toll tax; and 


(d) Barbardari toll. 

(e) Pilgrim tax. 

(/) General Water tax. 

(g) Market tolls. 

(h) Tax on public entertainments and amusements. 

(i) Tax on the transfer of immovable property. 

(j) Tax on advertisements. 

(k) Such other-taxes as the Committee may impose 
with the approval of Government in consulta¬ 
tion with Finance Department. 

The Village Panchyats may levy the following taxes; 

(a) House tax. 

(b) Vehicle and Animal tax. 

(c) Barbardari toll. 

(d) Pilgrim tax. 

(c) General Water Tax. 

(/) Entertainment tax. 

(g) A tax on the transfer of immovable property. 

District Boards may levy the following taxes in addi¬ 
tion to Local Cess : 

(a) Profession tax. 

(b) Market Tolls. 

(c) General Water tax. 

(d) Entertainment tax. 

(e) Pilgrim tax. 


5. Local bodies are constantly being directed either 
to impose taxes which they may levy under the Acts 
but have not so far done or to increase the rates of 
the existing taxes within the maximum permissible 
limits. A Willingness is always found in most local 
bodies to utilise available tax resources. 


There is an upward trend in the revenue derived 
from each of these taxes and the enclosed statement 
should go to indicate that future prospects are not 
discouraging. 


6 . This has been dealt in detail in the respective 
memorandum of each tax. To sum up, in the Corpora¬ 
tions the Commissioner is in charge of assessment and 
collection and, the Executive Officers of the City & 
Town Municipalities are mainly responsible for assess¬ 
ment and collection of taxes. These officers are assisted 
by suitable staff. 


7. Evasion in the sense that the public at large is 
not alive to ciyic responsibilities and attempts to defer 
payment is noticeable but, so far as local taxes are con¬ 
cerned, it is not an important factor. Suitable provision 
exists in Local Government enactments to enforce pay¬ 
ment in cases of evasion and avoidance. 


( h ) With the previous sanction of Government any 
other tax which the Legislature of the State has 
the power to impose in the State. 

Municipalities may impose the following taxes within 
their limits : 

(а) Property tax. 

(б) Profession tax. 

’ (c) Vehicle and animal tax. 


8 - It may be mentioned that, due to the incro- 
the basic pay and dearness allowance nf M 
employees, a fairly large proportion nf+v, • Mun 
to meet those demand!. The result fa HjV 1 ? 001 ™ 
the most strenuous efforts on ?h*il IS £ hat m spj 
their financial position and to se a P3r l to cons ° 
for expenditure on development ^ Part some an 
bodies are not in a position^* 1 /! pr °grammes, the 
due to the general clamow o? ft* 80 - T his is inevi 
and local bodies can in no wav ho wi r for hi £her v 
results are not forthcoming on the devdopmenT^ 
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ANNEXURE A 


A—General Information 


Serial 

No. 





Year 






i 949 - 5 o 

1950-51 

* 951-52 

1952-53 

Hyderabad 

Municipal 

Corporation 




i. Population ...... 




8,03,048 

8,03,048 

8,03,048 

8,03,048 

2. Total income from all sources 




41,62,975 

40,44,909 

39 ,* *,702 

50,72,960 

3. Total income from rates and taxes 




22,73,050 

28,49,532 

28,43,640 

31,74,240 

4. Per capita incidence of income from taxes 




2’8 

3'5 

3‘5 

3"9 

5. Per capita incidence of total income 




5-18 

5 '° 

4-8 

6-3 

Secunderabad 

Municipal 

Corporation 




1. Population . . 


• 

• 

. 1,61,807 

1,61,807 

1,61,807 

1,61,807 

2. Total income from all sources 




6,84,470 

i 3 , 75, 6 50 

14,86,269 

*7,75,800 

3. Total income from rates and taxes 

• 



3,30,600 

8,45,000 

9,10,000 

11,90,450 

4. Per capita incidence of income from taxes 




2*0 

5'2 

5"6 

7"35 

5. Per capita incidence of total income 




. 4 ‘a 

85 

9 * 

109 

Number 16 

District Boards 





1. Population . . . . . 




161,43,804 

1,61,43,804 

1,61,43,804 

1,61,43,804 

2. Total income from all sources . < 




30,90,896 

32,04,413 

35,66,520 

34,74,040 

3. Total income from rates and taxes 




28,36,853 

29,18,547 

33 , 40,637 

3 *, 32 , 55 * 

4. Per capita incidence of income from taxes 



• 

"*7 

•18 

*2 

" *9 

5. Per capita incidence of total income . 


Mg 


•t 9 

•t 9 

*22 

*21 

Number 140 City 

And 

Town Municipalities 




1. Population . . . . " . 

• 


• 

25,11,304 

25,11,304. 

25, *1,304 

25,11,304 

2 Total income from all sources 




43 , 69-554 

56,30,850 

67,12,374 

72,40,088 

3. Total income from rates and taxes 

• 



36,62,830 

48,12,310 

57,73,208 

55,35,226 

4, Per capita incidence of income from taxes 




i ‘45 

i-8 

229 

2'2 

5. Per capita incidence of total income 




i ’7 

,2'5 

2*6 

2*8 


ANNEXURE B 






Details of Income 





SI. Tax Revenue 

No. 




1949-50 

1950-51 

*95*-52 

1952-53 

Hyderabad 

Municipal 

Corporation 




1. General Property Tax .... 




12,10,250 

16,15,608 

*4,67,632 

21,05,960 

2. Service Taxes ...... 

- • 



4,73,300 

4,27,410 

4,87,258 

7,24,280 

3. Local Fund Cess ...... 







. . 

4. Octroi and Terminal Tax .... 

• 



* 




5 . Tolls . . . . . 




. 40,000 

30,000 

20,000 

40,000 

6. Taxes on goods and passengers carried by roads, inland waterways 

• 

* i * 

• • 


.. 

7. Taxes on Vehicle and Animals 




2,69,500 

3 , 36 , 5*9 

2,68,750 

4,04,000 

8. Profession Tax ...... 

■ 

* 


* 

1,00,000 

2,00,000 

2,00,000 

9. Theatre Tax ..... 




2,80,000 

3,50,000 

4,00,000 

7,00,000 

10. Pilgrim Tax ...... 







.. 

11. Other Taxes ....... 







•. 



Total 

22,73,050 

28,49,532 

28,43,640 

31,74,240 

Non-tax Revenue : 








(a) Grant from Government .... 


. , 


13,59,000 

8,02,000 

8,02,000 

11,02,000 

(b) Fees and fines . . 




3 , 77 ,' 7 ° 

2,52,747 

1,16,970 

0 

0 

(c) Miscellaneous . . .. 




153,755 

1,40,630 

1,49,092 

.3,58,710 



Total 

18,89,925 

”, 95,377 

10,68,062 

18,98,720 


















SI. 

No. 
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ANNEXURE B —contd. 

Details of Income —contd. 

Tax Revenue 1949 - 5 ° ' 95 °- 5 ' '95'-52 ' 952-53 


II. Secunderabad Municipal Corporation 


I. General Property Tax 


96,421 

3,20,000 

3,50,000 

3 , 75 ,°°° 

2. Service Taxes ...... 


85,217 

2,90,000 

3,25,000 

5 , '°, 45 ° 

3. Local Fund Cess ........ 






4. Octroi and Terminal Tax ........ 






5. Tolls.. . 


20,867 

35,000 

35,0°° 

35,000 

6. Taxes on goods and passengers carried by roads, inland and waterways 


. , 

, , 



7. Taxes on Vehicle and Animals ....... 


40,052 

50,000 

50,000 

45,000 

8. Profession Tax* . . . 





75,00° 

9. Theatre Tax .......... 


88,043 

1,50,000 

1,50,000 

1,50,000 

10. Pilgirm Tax ........... 


* . , 




11. Other Taxes ........ 


•• 

•• 



Total 

• 

3,30,600 

8,45,000 

9,10,000 

1', 9 °, 45 ° 

Mon-Tax Revenue: 






'(0) Grant from Government ....... 


97 , 7'6 

1,00,000 

1, 4 ', >69 

I ,50,000 

( 4 ) Fees and Fines . . . . . . . 


I , 4 1 >°75 

2,97,100 

3 ,°i,° 5 ° 

3,09,800 

(e) Miscellaneous ......... 


1,15,079 

1 , 33 , 55 ° 

i, 34 >° 5 ° 

1,25,550 

Total 


3 , 53 , 87 ° 

5,30,650 

5,76,269 

5 , 85 , 35 ° 


III. District Municipalities 

t 



1. General Property Tax .......... 

16,13,027 

2 °, 33,595 

25,90,944 

23,25,46' 

2 Service Taxes .......... 

2,68,350 

3 , 19,943 

4 , 35 , 7°8 

3,63,398 

3. Local Fund Cess ......... 

' 5,945 

20,001 

22,605 

' 6,939 

4. Octroi and Terminal Tax ....... 

• » 

, # 



5 - Toll . . 1 . 

7 , 44 , 72 ° 

9,66,376 

10,66,966 

9 , 94,453 

6. Tax on goods and passengers carried by roads, inland and waterways 

. . 

, . 



7. Tax on Vehicle & Animals . . . . . . . 

I,' 2,154 

1,21,116 

', 57,196 

', 55,743 

8. Professional Tax .......... 

2,300 

9,893 

2,08,445 

3 ,° 4,572 

9. Theatre Tax ........... 

3 , 73 , 74 ° 

5,01,525 

6,60,471 

7,68,643 

10. Pilgrim Tax ........... 

. . 

10,500 

4,500 

18,000 

11. Others Taxes ............ 

5 , 32,594 

8,29,361 

6,26,373 

5,88,017 

Total 

36,62,830 

48,12,310 

57,73,208 

55 , 35,226 

Mon-Tax Revenue : 





(a) Grant from Government ......... 

3 , 43,599 

',73,323 

1,09,072 

3,70,000 

( b ) Fees and Fines .......... 

10,902 

25,008 

' 7,323 

1,18,719 

( c ) Miscellaneous .......... 

3,52,223 

6,20,209 

8,12,771 

12,16,152 

Total 

7,06,724 

8,18,540 

9 , 39 ,'66 

17,04,862 

IV. District Boards 





1. Geijeral Property Tax . ' . 

.. 

.. 

9,400 


2. Service Taxes .......... 

. . 

3 , 4°4 

4,756 


3. Local Fund Cess ........... 

28,36,763 

29,08,084 

33,12,764 

31,26,308 

4. Octroi & Terminal Tax .......... 





5- Toll... 



200 

.. 

6. Tax on goods and passengers carried by roads, inland and waterways . 


. , 

, . 


7. Tax on Vehicle & Animals ........ 





8. Profession Tax .......... 

9 ° 

86 

”7 

4,743 

9. Theatre Tax ........ 

. . 

5,000 



to. Pilgrim Tax . 

. . 

',973 

13,400 

i, 5 °° 

11. Other Taxes ............ 




. . 

Total 

28,36,853 

29,18,547 

33,40,637 

3 ', 32 , 55 ' 

Mon-Tax Revenue : 





(a) Grant from Government ........ 





( b ) Fees and Fines .......... 

3 , 9°2 

5 ,' 7 ' 

22,088 

37,523 

( c ) Miscellaneous .......... 

2,50,141 

2,80,695 

3,03,895 

3,03,966 

Total 

2 , 54,°43 

2,85,866 # 

3,25,983 

3 , 4 ',489 

























SI. 

No. 


V 

ANNEXURE C 

Details of Expenditure _ 

Nature of Expenditure ^Yetur ^ ^ ^ i 95 2-53 


1. Administration 

2. Service 

3. Medical and Public Health 

4. Roads and Buildings 

5. Miscellaneous 


I. Hyderabad Municipal Corporation 


6,30.495 

5,41,644 

6,16,046 

6,86,612 

19,59,600 

20,89,728 

20,42,674 

22,46,930 

3,04,117 

3,89,4*5 

3 , 45,542 

4 , 44 , 9*6 

8,24,032 

8,35,888 

8 , 58 , 5 2 5 

*6,99,783 

1,48,267 

1,68,238 

1 , 96,573 

*, 65 , 9*5 

38,66,511 

• 40 , 2 4 , 9*3 

40,59,360 

52 , 44 , *56 


II. Secunderabad Municipal Corporation 


1. Administration • 

2. Service • 

3 . Medical and Public Health 

4. Roads and Buildings ... 

5. Miscellaneous • 

. 

77,990 

2,40,181 

1,27,076 

32,425 

*,*6,435 

1,30,700 

3,26,205 

*,08,313 

82,000 

4,38,305 

1,42,725 2,05,350 

7,43,35° 7,86,660 

93,995 89,165 

80,000 i,po,ooo 

2,88,968 1,01,785 


Total 

5,94,*07 

*0,85,523 * 

13,49,038 *2,9*.960 

j. Administration . 

2. Service • 

3. Medical and Public Health 

4. Roads and Buildings 

5. Miscellaneous 

III. All District Municipalities 

8,40,140 

6,66,950 

80,273 

2,53,053 

74,9*7 

8,20,933 

7 ,*6, 9*3 

73,600 

2,50,763 

80,984 

9 , 57 , 0*5 9,41,823 

7,80,200 7,85,87* 

27,211 27,933 

3,26,180 7,85,871 

83,566 85,918 


Total 

* 9, *0,333 

* 9 , 43 , *93 

21,74,*92 *8, 4*,545 

1. Administration 

IV. All District Boards 

10,20,967 

27,32,566 

*2,5*,338 

32,45,876 

* 4 , 50,259 * 4 , 87,757 

27,04 ,*53 37 , 04 , 9*1 

2. Service • 




3. Medical and Public Health 

4. Roads and Buildings 

5. Miscellaneous 

: : : : : : ; : 

2,90,529 

1,46,463 

2,85,147 

*, 57,978 

2 , 39,745 4 , 09,497 

1,61,866 1,68,882 


Total . 41,90,525 49 > 4°>339 45 . 5 6 > 02 3 57 . 7 6 .°47 


-- 


ANNEXURE D 

Village Panchayats 



Serial 

No. 

Nature of income 

1951-1952 

1952-1953 



I. Details of Income 


1. General Property Tax 

2. Profession Tax 

3. Miscellaneous Taxes 


* Rs. 

Details are not available in this Office. 2 , 12,497 

Ditto. 53.68i ,► 

Ditto. 4 2 > 2 37 . 


Out of total 1021 Villa¬ 
ge Fanchayats infor¬ 
mation regarding 346 
villages is available 
in this Office. 


Government Grant 15% Land Revenue 
Government Grant i/3rd Local Cess 


Total . 3 !° 8 ) 4 I 5 

. 3.85.596 

*> 59 , 93 * 


Total . 5 . 45 . 5 2 7 


Grand Total 


8 , 53 . 94 2 
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ANNEXURE D —contd. 


Village Panchayats —contd. 


Serial 

No. Nature of expenditure 

1951-1952 


' 952-1953 


II. Details of Expenditure 

Rs. 


i. Administration ..... 

. Details are not available in this Office. 

90,276 

j 

1 

Out of total 1021 Vil¬ 
lage Panchayats in- 

a. Services (Conservancy, Sinking well, Lighting, 

etc.) . Ditto. 

2,19,752 

formation regarding 
346 villages is avail- 

3. Medical and Public Health 

Ditto. 

10,340 

able in this Office. 

4. Roads and Buildings .... 

Ditto. 

94,536 


5. Miscellaneous 

Ditto. 

Total 

32,344 J 
4,47,248 




MEMORANDUM HI 


General Note On Land Revenue 


Land Revenue was the main source of income in the 
State from early times. In 1918-19 the yield from Land 
Revenue was about half of the total Revenue. This 
position more or less continued till 1938-39 when new 
sources of income began to emerge. These new sources 
were Excess Profits Ta^ Income Tax, Sales Tax, 
Agricultural Income Tax, etc. In particular the Excise 
Revenue has shown phenomenal rise during war and 
post-war years. Land Revenue remained comparatively 
inelastic with the result that its proportion to the total 
fell greatly in post-war years. Annexure A (Ref: Page 
24) to the note will show the relative importance of 
land revenue in the total receipts of the State and in 
the total tax revenue. 

During pre-war years the land revenue receipts show 
a rising trend because various parts of the State were 
being gradually settled and re-settled. A portion of the 
increase was also due to the extension in cultivated 
area. 

The sharp increase of over a crore of rupees in Land 
Revenue after 1948-49 is due to the merger of Sarf-e-Khas 
and abolition of the Jagirdari system. Out of the total 
area of the State (82,698 sq. miles) 59-21 per cent were 
Government lands and the remaining 40-79 per cent 
were Sarf-e-Khas and Jagir lands. The area directly 
administered by the Nizam was called Sarf-e-Khas and 
formed 9-9 per cent of the total area of the State. 
Jagirdars also had their own revenue administration 
and were the masters of revenue derived from Jagirs. 
Only a few of them paid to the State some nominal 
Royalties called Pan or Peshkash. After the integration 
of Sarf-e-Khas and Jagirs, the whole area of the State 
is now under one uniform administration. 

The Hyderabad Government has also introduced 
agrarian reforms providing security of tenure to tenants 
and by imposing restrictions on rents, evictions and 
alienation of lands. But these changes have had no 
direct effect upon the land revenue receipts. 


The change in prices also did not affect land revenue 
receipts in Hyderabad so far. The rates of assessment 
had been fixed in most of the taluks about 30 years ago 
on the basis of prices prevailing then. The system of 
settlement is temporary and periodical i.e., the rates of 
assessment fixed during a settlement are guaranteed for 
a prescribed period. They cannot, therefore, be increased 
during the currency of the settlement. The rise in prices 
is moreover not a permanent feature if considered over 
a long period. The cost of living and the cost of culti¬ 
vation also increase with rising prices. However the 
land revenue today bears a much smaller proportion 
to the cultivator’s profits than it had in pre-war years. 

2-A. (i) The land tenure now is ryotwari throughout 
the state as non-ryotwari tenures (Sarf-e-Khas, Jagirs, 
etc.) have been abolished. The break-up of the land 
revenue according to types -of tenures therefore is not 
possible. 

(ii) The permanent part of the demand is that which 
is fixed for all lands at the time of settlement. It 
remains constant during the currency of that settle¬ 
ment, except for remissions granted for inadequate 
supply of water or for failure of crops in a year under 
Land Revenue Rules. 


It is similarly difficult to say what portion of land 
revenue is derived from cultivation of commercial and 
non-commercial, crops, cereal and non-cereal, etc. 
because revenue: demand is upon the total extent of 
the holding and does not depend upon the crops grown. 
These figures may be taken to be roughly proportional 
to the areas under cultivation of these crops. Average 
proportions of commercial and non-commercial crops 
for the last four years have been respectively 30 per 
cent and 70 per cent. 

2. -B. Assessments have not varied for any reason other 
than the expiry of the terms of settlement and because 
of the introduction of a revision settlement. Talukas are 
taken as units for revision settlement. Annexure B (Ref. 
Page 24 will sho-y the variations in ranges and averages 
which took place in some typical talukas during revi¬ 
sion settlement. The increase in assessments has been 
up to ‘ 50 per cent. The decrease appears in very few 
cases and that too mostly for assessments on irrigated 
lands. 

i • 

Existing rates of assessment .—At present the maxi-, 
mum rates for dry land range from I. G. Re. 0-10-3 to 
Rs. 3-9-0 per acre. The average dry rate for the State is 
I. G. Re. 0-15-6 per acre. The maximum wet rates for 
irrigated lands tary from I. G. Rs. 6 to I. G. Rs. 18 
per acre, the average wet rate being Rs. 9 per acre. 

3. Abolition of non-ryotwari tenures like Su; f-e-Khas 
and Jagirs has been the most striking land reform in 
Hyderabad. Sarf-e-Khas was the estate of H. E. H. the 
Ni::am and Jagirs were areas granted by the Nizam 
from time to time in recognition of meritorious services 
performed or oni condition of continuing some services 
to the State or to some religious or charitable institution. 
These combined; formed about 40 per cent of the area 
of the State arid sound revenue administration was 
difficult, because their villages were scattered, all over 
the State. 

The status of Jagirdars in Hyderabad was quite 
different from that of the Zamindars of the permanently 
settled areas. They were assignees of the land revenue 
and did not have any proprietary right to the soil. In 
addition to collection of Land Revenue through their 
subordinate officials, they had jurisdiction over Excise, 
Forests, Fisheries, etc. Some of them also had judicial 
and Police Powers. These powers were curtailed and 
the jagirs were finally abolished and their administrar 
tion was taken over by the State in 1949 under the 
Hyderabad (Jagirs) Abolition Regulation. Sarf-e-Khas 
was taken over earlier under Hyderabad Sarf-e-Khas 
(Merger) Regulation. All these areas have now been 
completely integrated with other State areas and the 
civil divisions m the State have been consequently 
reconstituted. 

After taking <j>ver the jagirs, the jagirdars were paid 
interim allowances in quarterly instalments in propor¬ 
tion to the incomes from their jagirs after deducting 
.60 per cent for expenses on administraton. The Hydera¬ 
bad Jagirs (Corhmutation) Regulation Was enforced on 
26th January, 1950. The allowances paid after this date 
were to be a charge on the commutation amounts pay¬ 
able to the Jagirdars. These latter were to be determine- 
ed on the basis of the average income in the decade 
preceding the abolition of Jagirs. The total commutation 
amount payable! to about 1,800 jagirs has been estimated 
at O. S. Rs. lSjcrores. 


The fluctuating part of the land revenue demand is 
composed of proceeds from Government Fruit trees. Sale 
or Lease of Government lands, Cost of Surveys and 
Sivai Jamabandi. The last is demand of land revenue or 
fine imposed upon unauthorised cultivation or irrigation. 

The fluctuating part of the demand has been about 
12-15 per cent of the total revenue demand in recent 
years. 


(iii) Separate figures of land revenue are not avilable 
for areas held on different tenancies. Considering them 
to be proportional to the areas we may say that 71-2 
per cent of the demand is paid by owner cultivators, 
24-2 per cent by protected tenants and 4-6 per cent by 
other tenants. 


(iv) Land Revenue demand is not based on cultivated 
crops. Water rate is also not charged separately but is 
consolidated with the revenue demand for the land. 
The permanent land revenue demand for irrigated 
lands has been Rs. WO lakhs (32 per cent) and that 
for dry lands Rs. 340 lakhs (68 per cent), 

4—2 T. E, Com, 


Although theoretically the ryotwari tenure did not 
originally contemplate or recognise the existence of any 
middleman between the state and the occupant, yet on 
account of the Unrestricted right of transfer allowed to 
an occupant a class of non-cultivating owners came in¬ 
to existence in course of time and absentee landlordism 
and tenancy farming became features of the agrarian 
economy in Hyderabad as in other parts of India. This 
problem had been accentuated in Hyderabad by the 
accumulation of large areas of agricultural land in the 
hands of a few families, particularly in Telangana. 
Large tracts of j land and, in some instances, the entire 
cultivable lands in villages were granted to certain per¬ 
sons in the past by the State, particularly in undevelop¬ 
ed areas, on a reduced assessment with the object of 
bringing these areas under cultivation. Such grants 
were known as Qowls or Ijaras. Unwieldy individual 
holdings thus created, in their turn gave rise to the 
problem of tenancy, This problem attracted the atten¬ 
tion of the Government more than a decade ago when 
the Government appointed a Committee called the 
Tenancy Committee to investigate into the condition,of 
agricultural tenants. Based on the recommendation' of 
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the Committee, the Government enacted the Asami 
Shikmis Act in 1944. The provisions of this Act were 
designed to confer certain rights on the tenantry such 
as freedom from eviction, regulation of rents, right of 
trees and dwelling houses. Besides this enactment, a 
number of other measures, like the Moneylenders Act, 
Prevention of Land Alienation Act and the Debt Con¬ 
ciliation Act were passed with the object of ameliorat¬ 
ing the condition of agriculturists. 

A review of the working of the above enactments 
revealed that they had not yielded the results expected 
of them and that their provisions had not been 
understood by the people to any appreciable extent, 
with the result that frequent complaints of forcible 
eviction of tenants and rackrenting were coming to 
the notice of the Government. The Government felt, 
therefore, that a thorough enquiry into these and 
other problems confronting the agrarian economy of 
the Sta*e was necessary before measures could be 
designed to remedy them. Accordingly, in June 1949 
the Government constituted an Agrarin Reforms Com¬ 
mittee. The Government accepted recommendations of 
the Committee and enacted the Hyderabad Tenancy and 
Agricultural Lands Act, XXI of 1950. Two important 
amendments have been so far made to this Act and 
a third is at present under consideration of the State 
Legislature. 

The Hyderabad Tenancy and Agricultural Lands Act 

The Act to-day is a comprehensive legislation which 
in addition to providing for tenancy problems also pro¬ 
vides remedies for a number of other maladies beset¬ 
ting the agrarian economy of the State like unecono¬ 
mic holdings, inefficient or insufficient cultivation of 
lands, passage of agricultural land into the hands of 
non-agriculturists, etc. The main objectives of this 
Act are the limitation of the size of holdings, abolition 
of absentee landlordism and preservation of land in 
the hands of genuine agriculturists. The minimum area 
of land which would enable a cultivator to maintain 
an average family of five persons including himself in 
reasonable comfort is defined as an “economic hold¬ 
ing” and no person who holds more than five times 
the size of an economic holding is allowed to acquire 
more. land. The Act aims at the gradual creation of 
“economic holdings” and prevention of future con¬ 
centrations of land in the hands of a few. 

Under the Act no tenant can be evicted except in 
due process of law and on the grounds specified in 
the Act. All leases are to be in writing and registered. 
Leasing of land is prohibited in future except by 
women, minors, defence personnel, etc. To all tenants 
fixity of tenure for a period of 10 years and the benefit 
of fair and reasonable rents subject to a maximum of 
i of crops on irrigated lands (except under wells) and 
i in all other cases are secured. Freedom from other 
exactions is secured and levy of rent in the shape of 
service or labour is prohibited. It is obligatory on the 
part of the landlord to get such rents commuted with¬ 
in a prescribed time into cash rents. The landlord is 
compelled to pass on the tenant proportionate benefits 
of remission or suspension of land revenue, when such 
relief is granted by the Government. In respect of a 
site belonging to the landholder on which the tenant 
has built a dwelling house at his own expense, freedom 
from eviction and the first option of purchasing the 
same have been secured to the tenant. The tenant is 
entitled to the full use and enjoyment of the wood' 
and produce of all trees planted by him. In the case 
of naturally growing trees, the tenant is allowed f 
share while the landholder is to have only J. 

The Act classifies all tenants who have cultivated 
the land continuously for six years before the Act as 
“protected tenants”, and confers special rights and 
privileges upon them. The Act further enables all 
tenants in possession of land on 10th June 1950 to be 
deemed as “protected tenants” unless the landowners 
seek a declaration to the contrary before 10th June 
1951. All the rights of Protected Tenants are heritable. 
The most valuable of the rights conferred on Protected 
Tenants is the right to purchase the land held by 
him for a reasonable price to be determined by the 
Tribunal, subject to a maximum of three times of the 
gross produce from the land. The price so fixed can be 
paid in three instalments. The other rights conferred 
on Protected Tenants include the right to exchange 
lands with other Protected Tenants to secure a com¬ 
pact block, a right to erect a farm house on the land 
and the right to receive equitable compensation for 
improvements if and when evicted by the landlord. 

It was considered that a record of tenancies was 
necessary and indispensable foundation for implemen¬ 
tation of Agarian Reforms. Accordingly it has been 
compiled for all the 22,500 villages of the State. The 
number of recorded tenants is over six lakhs and the 
area held by the Protected Tenants is roughly one. third 
of the total cultivated area in the State. Each protected 
tenant has been given a Certificate of Protected Tenancy. > 


There were complaints in some districts that the 
land-owners either wilfully or out of fear were indulg¬ 
ing in large scale evictions. An Ordinance was there¬ 
fore promulgated in August 1952, providing for : 

(i) Staying all suits claiming relief through evic¬ 
tion of tenants ; and. 

(it) Restoring possession to tenants evicted after 
21st March, 1952. 

This Ordinance lapsed in January, 1953. 

On the basis of the Planning Commission’s recom¬ 
mendations an important bill to amend the Hyderabad 
Tenancy and Agricultural Lands Act is now before the 
State Legislature. Its main features are as follows : — 

(i) The conception of the “economic holding” is 
replaced by the phrase “Family Holding” which is 
defined as an extent of land which can be cultivated 
by a working family of five members and which will 
yield a net annual income of Rs. 800 after deducting 
50 per cent of the produce as expenses of cultivation. 

(ii) Maximum rents for lands and the reasonable 
price, which the Protected Tenant has to pay for pur¬ 
chase of the land have been prescribed in multiples of 
land revenue. 

(iii) More restrictions on resumption of land for 
personal cultivation are imposed with a view to leave 
a, basic or family holding with the cultivator. 

(iv) A ceiling of three times the family holding is 
to be put for future acquisition of lands. 

( v ) To enable small and middle owners to retain 
their contact with the village life while relieving pres¬ 
sure on land future tenancies are to be allowed in the 
case of holders holding less than three times the 
family holding. 

( vi ) Such future leases will be for at least five years 
and will be renewable for a like period. 

(vii) New standards for efficient cultivation are to 
be prescribed. Government take power to take over 
management of surplus lands in excess of 4£ times 
the family holding not in occupation of tenants or of 
lands not cultivated up to the prescribed standards. 

( viii ) A statutory prohibition is imposed to stop frag¬ 
mentation of holdings below the size of a basic holding. 

(i.v) Government propose to take power to order a 
land census' and to require every person interested in 
land to furnish correct information. 

The following reforms in the Land Revenue Policies 
of the State deserve to be mentioned : 

Remission of Bagat assessment on lands irrigated 
under private wells.—A consolidated wet rate (Bagat) 
had been levied on lands irrigated by private wells. 
This wet assessment was levied only on the wells con¬ 
structed before 1907 and wells constructed after that 
year were exempted. The Government decided that 
taxation of well irrigation was not justified and that 
there was no need for making a distinction between 
the pre-1907 wells and the wells constructed after that 
year. As a result of this decision the lands irrigated 
under private wells are now subject only to the dry 
land revenue assessment. 

Delimitation of Aya cuts.—Under the old system the 
irrigated area subject to wet rate under any irrigation 
source was taken as the area which could be irrigated 
with the maximum capacity of water that could be 
stored in that source. All such lands had been classified 
as wet lands and consequently charged wet rates. In 
average years remissions were being granted to lands 
for which water did not suffice. The State was there¬ 
fore losing even the land revenue at dry rates on such 
lands because of their inclusion in the Ayacut. This 
system of fixing the ayacut has been recently changed 
and lands which were not cultivated for at least 4 
years during the last decade are now declared as dry 
lands. This reform is intended to reduce the laborious 
procedure of annual demand settlement of granting 
remissions from field to field. The change is also 
designed to secure to the Government at least the dry 
land revenue assessments on such fields excluded from 
the normal irrigable area. 

Proprietary Rights on Jagir Lands. —The jagirdars 
by virture of their original grants were entitled only 
to the revenues of their villages and had no proprietary 
rights on lands situated in their villages. But in course 
of time claims were put forth by some of them for the 
proprietary rights on lands also. These claims have not 
been accepted and under a recefit amendment of the 
Hyderabad Land Revenue Act, the Jagirdars have been 
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allowed proprietary rights only on the lands under 
their personal cultivation. All other lands have been 
declared to belong to the people who have been actually 
cultivating them. 

The Agrarian Reforms have not had any direct 
effect upon the Land Revenue. Even the new amend¬ 
ment prescribing the rents, etc., in multiples of Land 
Revenue would not affect the Land Revenue itself. On 
the other hand the integration of Sarf-e-Khas and Ijara 
villages has brought an additional land revenue to the 
State of over a crore of rupees. 

4. The Hyderabad Land Revenue Code was enacted 
in 1907. It is more or less an adaptation of Bombay 
Land Revenue Code, and provides for constitution of 
civil divisions in the State, appointment of Land 
Revenue Officers (Collectors, Deputy Collectors and 
Tehsildars) and indicates the procedure to be adopted 
in revenue courts or by revenue officers for enquires, 
appeals, revisions etc. 

In theory the’ state is the owner and overlord of all 
land and private rights are recognised only when and 
only to the extent they are specifically granted by the 
state. In actual practice, however, the claim of over¬ 
lordship of the state does not detract materially from 
the position of the landholders. The landholder is 
recognised as an occupancy holder, but the occupancy 
like any other private property is permanent, heritable 
and transferable subject only to the prompt payment of 
the revenue demand. 

All trees grown on occupied lands are deemed to be 
the private property of the occupant. 

All land whether applied to agriculture or other 
purpose is liable to the payment of land revenue. The 
unit for assessment is the survey number or recognised 
subdivision. The registered occupant is primarily res¬ 
ponsible for the payment of land revenue and other 
Government demands. The claims of land revenue have 
precedence over all other claims and the produce of 
land is deemed to be hypothecated for payment of land 
revenue. 

Land Revenue is payable in such instalments on such 
dates, at such places and to such persons as may be 
prescribed by the orders of the Government. The instal¬ 
ments now in vogue are : 

(a) I & II (Kharif and Abi) from 1st of January ; 

(b) III (Rabi) from 1st to 21st of April; and 

(c) IV (Tabi) from 16th to 31st June. 

The Land Revenue Act also provides legal sanction 
to the system of survey and settlement. It empowers 
Government to introduce survey and settlement or a 
revision settlement in any part of the state and also 
defines the powers and duties of officers appointed for 
this purpose. The term for any settlement is not to 
exceed 30 years. 

The Act does not however regulate the proportion 
the land revenue should bear to the net assessments, 
rents or annual produce. Similarly it does not impose 
any limitation on enhancement, in revision settlements. 
No opportunity has yet been provided for discussion 
on settlement proposals by people concerned or by 
public bodies. 

An arrear of land revenue may be recoverd by the 
following processes and as far as possible, they are to 
be employed in the order mentioned below : — 

(a) By serving a notice on the defaulter; 

(b) By distraint and sale of the defaulter’s mova¬ 
ble property; 

(c) By distraint and sale of the defaulter’s immo¬ 
vable property; 

(d) By forfeiture of the occupancy in respect of 
which the arrear is due. 

In practice, however, these coercive processes are 
rarely used and the land revenue demand is collected 
without recourse to them. There are four or five diffe¬ 
rent sets of land revenue rules to provide for survey 
and settlement, for imposition of special assessments 
on lands used for purposes other than agriculture, for 
grants of proprietary rights on lands in case of ex- 
jagir areas and to provide for grant of remissions or 
for imposition of fines or penalities for unauthorised 
cultivation or irrigation. Generally dry lands are not 
given any remission* Wet lands get them for insuffi¬ 
cient water supply or for failure of crops due to rea¬ 
sons beyond the control of the cultivators. 


5. Hyderabad has the Bombay type of ryotwari ten¬ 
ure and the system of survey settlement and resettle¬ 
ment is more or less the same as in vogue in Bombay. 
One of the first essential preliminaries to the system 
is an acturjate cadestral survey. The Settlements in 
Hyderabad have been carried out on the principles 
laid down in the Joint Survey Report drawn by 
■Messrs. Gold Smith and Wingate. 

For purposes of survey, the unit adopted is the sur¬ 
vey number which in theory at least is a field capable 
of being cultivated by one pair of oxen. Lands are 
measured for areas and .soils are classified to get com¬ 
parative values of their productive capacity. Black 
cotton soils found mostly in Marpthi and Kannada 
speaking districts are classified on the basis of their 
depth, while in Telugu speaking districts, their classi¬ 
fication is on the basis of proportions of sand and clay. 
The soil classifications is expressed in annas and deduc¬ 
tions are made for faults, both constitutional arid 
accidental, which affect its fertility. 

In the case of irrigated lands besides their soil valua¬ 
tion with reference to their natural, unirrigated aspect, 
consideration of the character and the value of the 
means of irrigation is also made and a water-class 
value is assigned,’to them and a consolidated valuation 
together for the soil and the water available, is obtain¬ 
ed for fixing the assessment. 

The assessment is fixed upon land and does not 
depend upon description of the produce or any con¬ 
sideration of the cultivator. Water tax is not levied 
separately and water rates levied for irrigated lands 
are consolidated rates for the dry land and the water 
supplied. : 

The settlement of the demand is made on each field 
separately. Attempts are not made during the settle¬ 
ment to determine the money value of the produce of 
a field or to fix the assessment at a certain fraction of 
the net assets. The basis of calculation is in fact the 
existing or former rates considered with reference to 
altered circumstances such as, the rise or fall of prices, 
general improvement of the tract, means of tratasport 
market, etc. Unlike the Madras System there has never 
been any attempt to fix the average cost of cultivation 
and by deducting the latter from the former to find 
the net produce and then to fix the assessment equal 
to the money value of certain percentage of the pro¬ 
duce calculated at fair commutation prices. The me¬ 
thod of assessment is avowedly empirical and no rela¬ 
tionship can be' specifically shown of the assessment 
adopted to net assets, net produce, annual value or 
annual rent. Generally it may be said that land revenue 
is in practice less than one third of the annual rent. 


After the classification is completed and statistics 
and information collected during' the progress of sur¬ 
vey and classification work, definite rates to be applied 
to different groiips of villages are proposed. After the 
approval of these maximum rates by the Government 
the assessment for each individual field is calculated 
according to its classification value. 

The term of settlement so introduced is not to 
exceed 30 years. The periods at present adopted being 
15 to 20 years in Telangana and 30 years in Marath- 
wada. After the expiry of these periods, the settlement 
is liable to alteration and the operation is known as 
revision settlement. Rates of assessment are modified 
according to altered circumstances, but the improve¬ 
ments effected by the cultivator to the soil are not 
taxed in such resettlements. 

Original Settlements & Revision Settlements .— All 
the Diwani villages, i.e., villages which had been 
directly under the management of the Government have 
been surveyed and settled. The original surveys of all 
the£e villages was completed by 1915 A. D. By this time 
the districts settled earlier were ready for resettle¬ 
ments and the revision survey work was accordingly 
started in them. These resettlements are still in pro¬ 
gress in some districts, in some they are overdue while 
a few districts are overdue even for second revision 
settlements. 


6 . 50 out of 138 taluqas were overdue for resettle¬ 
ment in 1952. 10 more have fallen due during the 
current year. The last settlement or resettlement 
terms for some of these taluqas expired as long as 20 
years ago. The State Government gave priority to 
survey and settlement or resettlement of jagir villages 
as there was great disparity of land revenue assess¬ 
ments in those areas, and they were generally higher 
than the adjoining diwani areas. All the available per¬ 
sonnel was diverted to this work and the resettlements 
due could not therefore be attended to in tiroes 



tight new survey parties were: created to complete 
survey and settlement of ex-jagir areas. Phodi work 
in projects like Nizamabad and Tungabhadra and in 
other smaller irrigation works was also important as 
the State Government could not impose wet assess¬ 
ments unless the irrigated areas were demarcated and 
measured. The financial -stringency did not allow fur¬ 
ther expansion of survey staff. As a result therefore, 
the overdue resettlements for about 60 taluqas have 
been held up. 

The elaborate system of resettlement involving field 
to field inspection appeared to be very expensive and 
unnecessary. About one year’s time on an average is 
required to complete resettlement for a taluqa. It 
meant an indefinite postponement of work in some 
taluqas. The state was already losing the additional 
land “revenue which would have resulted from the 
resettlements. The whole procedure regarding resettle¬ 
ment has, therefore, been recently examined and cur¬ 
tailed. 26 taluqas have been taken up for resettlement 
under the curtailed system last year and the revised 
assessments are likely to be enforced before the end 
of this year. 

In the meantime and in order to avoid loss of reve¬ 
nue resulting from the postponement of overdue 
resettlements, the State Government have enacted the 
Hyderabad Land Special Assessment Act in 1952. 
Under this Act the Government have levied in the talquas 
where resettlement is due, a special assessment for the 
year 1952 and for each subsequent year. The rates of, 
special assessment are 2 annas per rupee on land reve¬ 
nue on dry lands and one anna per rupee on land 
revenue on irrigated lands. The special assessment 
would continue in a taluqa till it is resetttled and the 
new rates are promulgated. This special assessment 
has been levied so far in 50 taluqas and is likely to be 
extended in 10 more during the current year. The esti¬ 
mated receipts of this special assessment for this year 
are Rs. 17 lakhs. The maximum rates (the rate fixed 
for a standard type of soil with annas 16 classification) 
for dry lands varies from annas 10 per acre to 
Rs. 3-9-0 per acre, the average for the State being 
Re. 0-15-6. The rates for wet lands vary from Rs. 6 to 
18 per acre, the average rate for irrigated land being 
Rs. 9 per acre. Considering the variety of soils found 
in different parts of the State, the incidence of land 
revenue rates can be said to be fairly normal and the 
rates do not exhibit any appreciable disparity from 
district to district. 

About 600 villages previously belonging to Sarf-e- 
Khas or Jagirs were integrated after the abolition of 
these tenures. Sarf-e-Khas and some of the big jagir- 
dars had their own survey establishments and had 
settled their areas on more or less the same principles 
as were adopted by the State Survey Department. The 
difference was mostly of the land revenue rates fixed, 
as the jagirdars were naturally interested in getting 
as much land revenue from their jagirs as they could. 
Some of the villages belonging to small Jagirdars had 
been surveyed and settled through the State’s Settle¬ 
ment Department. The policy adopted was to impose 
land revenue rates in these villages in parity with the 
rates obtaining in the adjoining Government villages. 
But cases of departure from this rule were also 
numerous where the Jagirdars through influence got 
special higher rates of assessments for their villages. 

At the time of integration 2,000 out of 6,000 villages 
were found to be unsurveyed or unsettled. The State 
Government had therefore to tackle the following 
special problems in respect of the ex-jagir villages : 

(a) Orginal survey and settlement of about 2,000 
villages ; 

(b) Reduction of higher rates of assessment in 
surveyed ex-jagir villages; 

(c) Scrutiny of survey and settlement work pre¬ 
viously completed by the jagirdars’ own estab¬ 
lishments. 


The general policy fixed by the State Government 
has been to remove all disparities of land revenue 
assessments in ex-jagir villages and generally to bring 
them to the level of Government villages. In some 
areas where the scrutiny is likely to take more time 
and where immediate relief is fouqd to be necessary, 
the State Government have given ad hoc remissions or 
suspensions. Other cases are still under scrutiny. 

7. The Jagirs were abolished under the Hyderabad 
Abolition of Jagirs Regulation in 1949. The Sarf-e-Khas 
i.e., area directly administered by H. E. H. the Nizam, 
was also merged with Government villages in 1949. 
The Nizam is being given 50 lakhs per annum as com¬ 
pensation for this estate. The commutation payable to 


the jagirdars is determined under the Hyderabad Com¬ 
mutation of Jagirs Regulation of 1950. This amount is 
a multiple of the basic annual value of the 
land revenue fixed after deducting a certain percentsige 
(60 per cent) as expenses of administration etc., from 
the average annual income of the jagir areas. The 
multiple varies inversely to the income from the jagir. 
For a big jagir with an average income of O.S. Rs. 25 
lakhs or more it is 10 times while for a small jagir 
with an annual income of O.S. Rs. 2,000 or less it is 30. 
The commutation amounts are payable in 10, 15 or 20 
instalments. The total amount payable to Jagirdars is 
estimated at O.S. Rs. 18 crores. It is a charge on gene¬ 
ral revenues of the state and the ryots from ex-jagir 
areas are not required to bear any part of it. 

8 . The State is still in preliminary stages in respect 
of co-operative farming, or land management policies 
or measures. These have not yet had any effects on 
the land revenue policies of the State. It is too early 
to give any assessment or magnitude of the conces¬ 
sions in sight. 

Inams 

9. Some lands are held free of a part or whole of, 
the land revenue assessment. They are called Inams. 
In these cases the State has given up its right of the 
land revenue or a portion of it in favour of an indivi¬ 
dual or an institution as remuneration for the perfor¬ 
mance of certain, duties, or as charitable endowments 
for the maintenance of charities. These grants varied 
from small isolated fields to whole villages. They had 
multiplied in the period when the central power was 
weak and many illegal claims were set up. Detailed 
enquires therefore were undertaken by an Inam Com¬ 
mission which worked from 1865 to 1903. After this 
enquiry, Inams proved to be valid, have been confirm¬ 
ed and fresh title deeds have been issued. In other 
cases Inams were resumed or charged with a portion 
(called judi) of the full revenue at the discretion ox 
Government. Inam lands did not come under the pur¬ 
view of the Jagir (Abolition) Regulation. The rights 
of tenants on these Inam lands are however regulated 
by the Hyderabad Tenancy and Agricultural Lands 
Act of 1950. 


Inam has been held to be a restricted tenure. The 
restrictions are that Inam lands are not transferable 
and that at each succession the grant made by the 
Ruler has to be confirmed. Recently an Inams Enfran¬ 
chisement Act has been enacted and all categories of 
Inams which are not saddled with the condition of ser¬ 
vice are to be converted into ryotwari holdings. In 
return for this conversion of a restricted tenure into 
a free ryotwari holding full land revenue assessment 
is to be qharged upon such enfranchised Inams. 

The total inams area in the State today is 16 lakh 
acres and the land revenue alienated is Rs. 32 lakhs ; 
the enfranchisement will cover 75 per cent the Inams 
and is expected to bring an additional revenue of 
Rs. 24 lakhs to the State. 

10. As a rule no remission of any kind is granted 
for dry land. No exceptional circumstances such as 
failure of crops on a large scale or unforeseen calami¬ 
ties beyond the control of the ryots, remissions, or sus¬ 
pensions are granted as special cases. 

No additional assessment is levied for a second or 
third crop raised on dry lands, but land revenue is 
not remitted even if the land is left fallow. In the case 
of irrigated lands no remission is granted if it is left 
fallow without any reasonable ground such as scarcity 
of water in the source, cultivation being impossible 
due to excess of water or slush, etc. If a wet crop is 
grown and is subsequently destroyed on account of scar¬ 
city of water, crop disease or any other reason beyond 
the control of the ryots, remission is granted with refer¬ 
ence to the estimated produce. If the produce is esti¬ 
mated to be less than 1/8 full remission is given; if 
it is more than 1/8 but less than J, § land revenue is 
remitted. No remission is given if the produce is esti¬ 
mated to be more than i of the normal yield. 

The remissions in case of irrigated lands also include 
remissions of dry land revenue along with the water 
rate. In cases of breach of irrigation sources, however, 
dry cultivation is compulsory from the year subsequent 
to that in which the source is breached and dry assess¬ 
ment is levied till the source is restored. 

Suspensions are granted when there is wide spread 
failure of crops or other calamities. Unlike Bombay 
there is no system of the suspended or other recoverable 
arears being automatically writtei# off if they are not 
recovered within three years or if the subsequent years 
also happened to be bad years. 



The following table will show the total revenue 
demand and remission granted for the last three years. 
On an average remissions have been 13-3 per cent of 
the total revenue demand. 


(In lakhs of O.S. Rs.) 


Year 

Total Reve¬ 
nue demand 

Remissions 

granted 

Percentage of 
remissions 
to total re¬ 
venue de¬ 
mand 

i. 1949-50 

593 

80 

I3'5 

2. 1950-51 

587 

88 

15 

3 . 1951-52 

585 

75 

12-5 


Average 

i3'3% 


11. The only cess levied in the State is the local 
cess. It is levied at present at one anna per rupee of 
land revenue. There Is a proposal to increase this rate 
from the current year from one anna to 2 annas per 
rupee. All receipts from the local cess are allotted to the 
District Local Boards, Municipalities, Town Committees. 
Gram Panchayats get as their share all collections in 
areas within their respective jurisdiction. These local 
bodies are not being paid any percentage of land revenue 
on non-agricultural assessments received from the areas 
under their jurisdiction. 

Under the Hyderabad Betterment Fees Act of 1951, 
the State Government has powers to impose Better¬ 
ment levies on lands annually brought under Irrigation 
Project. The betterment fees so levied will be credited 
to general revenues of the State and be allocated to 
the specific project as the projects are undertaken and 
completed from out of general revenues of the State. 

. 12. The Hyderabad Land Revenue Act provides that 
land revenue assessment will be imposed with refe¬ 
rence to the use to which land is subjected. The Gov¬ 
ernment has powers to impose an altered assessment 
for non-agricultural uses of land. Inclusion of any land 
in a municipality or a town Development Plan does 
not precludle imposition of special assessment under 
these provisions. There is also nothing in the Act to 
exempt Municipalities or other local bodies from pay¬ 
ment of such altered assessments for lands which 
they have themselves brought to uses otherwise than 
those for which the lands were primarily assessed. 
No areas have so far been declared as non-agricultural 
areas to deserve exemption from non-agricultural assess¬ 
ment. 


In practice, however, most of the lands within or 
in the vicinity of growing towns or cities have not 
been completely assessed for non-agricultural uses; for 
example in Hyderabad and Secunderabad many villages 
have been included in the Municipal areas and lands 
have been extensively built upon without the imposi¬ 
tion of suitable altered assessment. As a result the 
State is losing considerable revenue from this source. 
On a very conservative estimate this loss may be put 
at Rs. 25 lakhs per annum. 

The defective system of record of rights and the 
failure of revenue staff to bring such lands under non- 
agricultural assessment in time have been the main 
reasons for the loss of revenue from this source. For 
the two big cities of Hyderabad and Secunderabad 
an additional difficulty was that most of the suburban 
villages previously belonged to the jagidars who did 
not care to adopt any scientific basis for imposing 
non-agricultural assessments. 


The urbanisation has extended in most of the cases 
to such an extent that it is difficult to find out where 
the old boundaries of survey numbers or even of 
villages lie. The existing revenue records do not serve 
as a basis for any scientific assessment on the properties 
now existing on spot. A city survey is therefore 
essential before the State Government embarks on 
levying non-agricultural assessments on such lands. 


The city survey work in the cities and few other 
bigger towns in the .State is so vast that it is not 
poM-ilde ior the State Survey Department to complete 
it in a reasonable timg. The State Government is, there¬ 
fore, exploring possibilities of getting it done through the 
Survey oi India or any other suitable agencies. The 


question' of recovering the cost of city survey wholly 
or partly from the property holders is also being 
examined. 


As it is, the non-agricultural assessment forms an 
insignificant part of the total land revenue receipts. 
If assessed properly it is likely to yield about 8 to 10 
per cent of the total land revenue receipts. At present 
it is mixed up with land revenue and it is difficult to 
explain any quantitative significance of receipts from 
this source. 


Administrative Set-up 

13. The State is divided into 16 districts and 138 
taluqas. The number of taluqas in each district ranges 
from 5 to 11. The number of villages in each taluqa 
is on an average 160. The Collectors, Deputy Collec¬ 
tors and Tahsildars are respectively in-charge of the 
Districts, Divisions and Taluqas. In the village, the 
Mali Patel makes collections of revenue and the 
accounts of demands and collections from individual 
landholders are kept by the patwari. The Patel and 
the Patwari are both hereditary servants and are 
known as Watandars. They are paid remuneration on 
a fixed graded scale with reference to the actual collec¬ 
tion they make. 


Over the Collectors there were four Subedars (Com¬ 
missioners) each being in-charge of four districts. It 
was found that due to change in the form of Gov¬ 
ernment, development of communications and forma¬ 
tion of numerous departments at the headquarters, the 
Commissioners were not able to exercise effective con¬ 
trol over the activities of Government in their divisions. 
Their posts were therefore abolished in' 1949 and a 
Board of Revenue was formed under the Hyderabad 
Board of Revenue Regulation of 1949 as the highest 
executive and appellate authority for all revenue earn¬ 
ing and allied departments of the State. The Board at 
present consists of four members. One of them is 
designated as Senior Member and .presides over the 
meetings of the Board of Revenue. The distribution of 
work is functional and not territorial. Some subjects 
are reserved, as single membfer or two-member subjects 
and some as full Board subjects. 


A proposal for reorganising hereditary village ser¬ 
vices and for their gradual replacement by stipendiary 
staff is at present under the active consideration of 
the State Government. The proposal is to delimit the 
present villages into circles comprising an area of 
about 3 to 5 miles with radius with a population of about 
3,000 to 5,000 and carrying an assessment of roughly 
10,000 according to administrative convenience. Watan¬ 
dars (hereditary village Patwaris) will be allowed to 
hold charges for these circles only if they fulfil the 
new standards of qualifications, etc. Service in person 
will be obligatory and the system of presenting 
deputies will be discontinued. In village circles where 
none of the Watandars or their Hissedars is found 
qualified to hold the post, new stipendiary Patwaris 
will be appointed. Their recruitment will be 2/3rd 
from the Watandars and l/3rd from the open market. 
Their posts will not be hereditary. Even Watandars 
who continue to hold office are to be given a choice 
to opt out for stipendiary system. Where they do not 
exercise option or where they are disallowed to hold 
office they are to be paid compensation equal to l/3rd 
of the average scale for life or five times the scale in 
cash. This proposal is intended to improve the stan¬ 
dards of village services without dislocating village life 
and without bringing much pressure on State’s 
finances. 


Since the war the duties and functions of the revenue 
staff have been continuously increasing. Administra¬ 
tion of various controls, Civil Supplies, Election, 
Evacuee Properties and Agrarian Reforms, etc., have 
been the important additions to the already heavy list 
of subjects they had to attend. In post-independence 
years the changed outlook of the Government, the 
increased activities of all local bodies, the shifting 
of the emphasis towards development works or social 
services, consultations with, non-official agencies at 
village, tluqa or district level have in all brought a 
very heavy pressure of work on the revenue staff. In 
spite of all these additions and distractions they have 
continued to be an efficient agency for collection 
of revenues for the State. 

The expenditure pertaining to assessment, collection, 
etc., of land revenue may roughly be presumed to be 
50 per cent of the total" expenditure on revenue esta¬ 
blishments, the balance being chargeable to the admi¬ 
nistration of other subjects entrusted to the revenue 
staff. 



H 


The following table showing the net collection and 
expenditure incurred for them for the last 4 years 
shows this cost at 12-5 per cent of the total collections : 

(Figures in lakhs of I.G. Rupees.) 


Approximate cost on 
assessment, collection 

Year Total land Expendi- etc. 

revenue ture on _ 

receipts revenue 

Staff Amount Its percen¬ 
tage to 


total land 
revenue 
receipts 

I 

2 

3 

4 

5 

1950-51 

447 

120 

60 

13-5 

I95J-52 

482 

120 

60 

I2'5 

1952-53 (R.E.) 

492 

131 

65 

13 

1953-54 (B-E.) 

502 

112 

56 

II 




Average 

12-5 


14. The Land Revenue Act provides for appeals 
against the orders passed by any revenue officer: The 
first appeal is to lie to the immediate superior of the 
officer passing the original orders and the second appeal 
to the next higher officer. Orders for assessment of 
land revenue are also subject to appeal under these 


provisions. The original orders in such cases are passed 
by the Deputy Collectors who arfe Jamabandi (assessing) 
officers for their jurisdiction. Appeals against their orders 
are filed before the collectors in the first instance; the 
Board of Revenue is the second and final authority in 
such matters. 

The rates of assessment levied for any taluqa for a 
specific term of settlement cannot be challenged 
through such appeals. The appeals would only be 
against the application of the land revenue rules in 
individual cases, against imposition of penalties or 
fines for unauthorised cultivation or irrigation. 

15. Annexure III would show the outstanding 
arrears recoveries and balance for the last four years. 
(Demand collection and balance of current annual 
demand are not included in this annexure.) 

The recoverable balances from year to year appear 
to be very heavy and the percentages of collections out 
of them in these years have been less than 10 per 
cent. As against this recoveries from out of current 
demands have been more than 90 per cent, during 
these years. The huge outstanding arrears and low 
recoveries are the legacy of the Sarf-e-Khas and ex- 
jagir estates. There was no proper system of village 
accounts for these areas and in majority of cases it is 
very difficult now to -locate the individual defaulters. 
Similarly huge amounts are recoverable from the ex- 
jagirdars who do not hold their estates any more. 
These arrears are being adjusted from the commutation 
amounts payable to them for their estates. 

If bad debts from ex-jagir areas and outstandings 
against the ex-jagirdars are excluded, it may be said 
that the recoveries of land revenue have been fairly 
satisfactory and the arrears do not show any increas¬ 
ing trends. 


Serial 

No. 


1 1933-34 

2 1937-33 

3 1941-42 

4 1945-46 

5 1 949-5° (6 months) 

6 1953-54 (B.E.) 


ANNEXURE A 

Land Revenue as a percentage of Total Revenue 

(In lakhs of I.G. Rs.) 


Tax Revenue Land Revenue 


Year Total Percentage Percentage Percentage 

Revenue Amount to total Amount to total to tax 
receipts Revenue Revenue Revenue 

(Col. 3) (Col. 3) (Col. 4) 


3 

4 

681-74 

525-87 

805-68 

554-66 

871-53 

525-76 

I787-95 

1200- 82 

1692-30 

II25-09 

2801•73 

2251-78 


5 

6 

77" *3 

264-47 

68- 84 

265-45 

60-33 

235-63 

67* 16 

300-00 

66- 48 

255-48 

80-37 

502-29 


7 8 


38-79 

50-29 

32-96 

47-86 

27-04 

44-82 

16- 78 

24-98 

15-10 

22-71 

17-93 

22-31 


ANNEXURE B 

Revision of Land Revenue Rates 


(In I.G. Rs.) 


Name of Taluq and 
District 

First settlement 
or revision settle- 
. ment 

Year of in¬ 
troduction Term in 
of settlement .years 

Range of maximum 
rates separately for 
dry and wet lands 

Average rate per 
acre 

Net percentage of in¬ 
crease or decrease 
because of settlement 

Dry 

Wet 

Dry 

Wet 

Dry 

Wet 

I 

2 


3 

4 

5 

6 

. 7 

8 

9 

IO 

Osmanabad District. 











1. Parenda . 

Original 

, 

1885 A. D. 

14 years 

I 0 II 

Nil. 

0 7 3 

Nil 

Nil 

Nil 






0 13 8 







Revision I 

• 

1906 „ 

15 .» 

146 

» 

O 

O 

ft • 

+ 20% 

it 


Revision II 

. 

t924 » 

30 „ 

* 7 * 

» 

O 12 11 

ft 

+ 12j% 

it 











ANNEXURE B.—contd. 

Revision of Land Revenue Rates —contd. 


(In I. G. Rs.) 


Name of Taly# First settlement Year of in- Range of maximum Average rate per Net percentage of 

and Distsiif or revision settle- traduction Term in rates separately for acre increase or decrease 

jnent of settlement years dry and w« lands-- because of settlement 

--— Dry Wet- 

Dry Wet Dry Wet 


I 

2 

Parbhani District. 

2. Parbhani 

Original 

Handed District. 

3. Nanded 

Revision I 

Revision II 

Original 

Raichur District. 

4. Raichur 

Revision I 

Revision II 

. Original 

Bidar District. 

Revision I 

Revision II 

5. Bidar 

. Original 

Gulbarga District. 

6. Gulbarga 

. Revision I 

Revision II 

. Original 

Mcdak District. 

7. Medab 

Revision I 

Original 

Hyderabad District. 

8. Baghat 

Revision I 

Original 

Mahbubnagar District. 

9. Mahbubnagar 

Revision I 

. Original 

Mzamabad District. 

10. Armoor 

Revision I 

. Original 

Warangal District. 

II. Yellandu 

Revision I 

. Original 


Revision 


3 



4 


5 



6 


1885 

A. 

D. 15 

years 1 

9 

8 

5 

2 

3 

1909 

SS 

. 15 

*i 

I 

II 

5 

5 

12 

6 





I 

6 

2 




■925 

» 

30 

ss 

2 

2 

• 3 

6 

>3 

8 

•1872 


20 

ss 

2 

5 

8 

6 

13 

8 





2 

O 

7 

4 

4 

6 

• 




I 

9 

8 




1908 

SS 

15 

i * 

I 

14 

8 

9 

IO 

I 





I 

7 

I I 

5 

12 

6 

1927 

SS 

30 

Si 

0 

2 

3 








I 

'3 

I 

8 

9 

I 

1890 

» 

15 

si 

I 

4 

6 

7 

I I 

5 





I 

2 

9 

9 

6 

IO 





I 

0 

II 

12 

O 

0 





O 

<5 

4 




1910 

ss 

15 

if 

I 

7 

11 

8 

9 

I 

1943 

if 

30 

is 

I X 

II 

5 

12 

13 

8 








9 

6 

10 

1888 

Si 

15 

» 

2 

9 

I 

12 

13 8 





2 

2 

3 








I 

U 

, 5 




1904 

if 

15 

a 

2 

9 

I 

. >3 

7 

11 





I 

II 

5 




1922 

ss 

3 ° 

ss 

3 

3 

9 

12 

13 

8 








4 

13 

O 








3 

13 

8 

1889 

if 

15 

ss 

I 

11 

8 

8 

Q 

I 





I 

O 

I I 

6 

O 

O 

1915 

ss 

20 

ss 

2 

2 

3 

IO 

4 

6 





I 

II 

5 




1899 

is 

15 

Si 

2 

12 

4 

25 

4 

6 


* 



I 

I I 

5 

23 

15 

6 

1929 

S3 

30 

Si 

2 

12 

4 

■7 

2 

3 








i 4 

9 

I 

1904 

Si 

15 

ss 

3 

6 

10 

23 

11 

8 





2 

9 

I 




■ 94 1 

„ 

20 

ss 

2 

12 

4 

18 

4 

6 





2 

2 

3 

■4 

9 

I 

'899 

>> 

'5 

*f 

I 

9 

8 

14 

13 

5 





O 

>3 

8 

9 

9 

4 ' 

1922 

if 

30 

si 

I 

13 

I 

17 

2 

3 





I 

2 

9 

IO 

4 

b 

1897 

si 

15 

ss 

I 

11 

3 

20 

11 

7 





I 

4 ■ 

6 

18 

IO 

3 

1923 

a 

3 ° 

„ 

2 

2 

3 

■7 

2 

3 





I 

I I 

5 

12 

O 


'899 

a 

t5 

» 

I 

8 

O 

IO 

4 

6 





I 

O 

II 

8 

9 

I 

1926 


3 ° 

1» 

I 

II 

5 

12 

0 

O 



& 

-- 




6 

IO 

4 

6 


7 

8 

9 

IO 

Not available as there 
is no mention in the 
Jamabandi Report. 

Nil 

Nil 

IO4 

2 3 1 

+ 6% 

+ 124 % 

* 1 6 7 

380 

+ 25% 

+m% 

1126 

1 4 9 

1 1 0 

9 6 10 

Nil 

Nil 

0 i 5 1 

292 

~i5% 

+ 4 °% 

1 4 10 

4 t 7. 

+ 11 % 

-■■% 

0 14 2 

.545 

Nil 

Nil 

0 12 11 

7 8 10 

+ i6f% 

+ ■■%• 

0 14 11 

8 1 8 

+ 14% 

+50 % 

226 
13 4 

0 12 10 

Not 

available 

Nil 

Nil 

1 1 4 

4 15 8 

Nil 

+ 5%' 

1 5 10 

644 

H*B5% 

- 4 - 5 % 

0 11 7 

3 0 11 

Nil 

Nil 

0 15 6 

8 3 1 

+25% 

+ 20% 

0 14 4 

t5 10 3 

Nil 

Nil 

1 2 7 

13 10 8 

Nil 

-3»% 

No mention in the 
Jamabandi report. 

Nil 

Nil 

12 1 8 

11 87 

-I8f%- 

-30% 

t >5 3 

926 

Nil 

Nil 

066 

9 14 0 

+ ■ 34 % 

+ ■ 54 % 

0 9 1 

15 5 6 

Nil 

Nil 

0 11 1 

16 6 1 

+ 25% 

+ i6f% 

082 

6l I 

Nil 

Nil 

0 11 2 

7 4 1 

+ ■ 44 % 

+ *6$% 
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ANNEXURE B— concld. 

Revision of Land Revenue Rates —contd. 


(In I. G. Rs.) 


Name of Taluq 
and District 

First settlement or 
revision settlement 

Year of in¬ 
troduction 
of settlement 

Term in 

years 

Range of imriHfhum 
rates separately for 
dry and wet lands 

Aveiage rate per 
acre 

Net percentage of 
increase or decrease 
because of settlement 


Dry 

Wet 




Dry 


Wet 

Dry 

Wet 

I 

2 

3 

4 


5 


6 

' 


7 


8 


9 

IO 

Karimnagar District. 


• 














12. Karimnagar 

. Original 

. 1905 A. D. 

25 years 

2 

9 1 

12 

13 

8 

0 

12 II 

9 

12 

I 

Nil 

Nil 





1 

ii 5 

IO 

4 

6 









Revision I 

. 1926 „ 

3° .. 

2 

9 1 

14 

9 

1 

1 

O 4 

I I 

7 

9 

Nil 

+ i 3 i% 


• 



2 

2 3 

12 

13 

8 








Nalgonda District. 
















13. Nalgonda . 

. Original 

• 1903 ,» 

15 » 

2 

5 8 

15 

6 

IO 

0 

9 7 

IO 

I 

6 

Nil 

Nil 





I 

8 0 

IO 

4 

6 









Revision I 

. 1926 „ 

30 

2 

14 2 

18 

O 

0 

0 

12 O 

12 

4 

8 

+ 23 % 

+ i 5 l% 





I 

13 1 

I I 

2 

3 








Adilabad District. 
















14. Nirmal 

. Original 

. 1898 „ 

15 .. 

1 

8 0 

13 

11 

5 

0 

IO 0 

12 

9 

0 

Nil 

Nil 





0 

6 10 

8 

9 

1 









Revision I 

. 19*7 » 

3° >» 

I 

11 5 

15 

6 

IO 

0 

12 6 

13 

9 

6 

+ 14 % 

+ i 2 i% 





0 

10 3 

IO 

4 

6 













MEMORANDUM IV—A 

State (and Atxied Local) Taxes 


TAXES ON THE SALE OR PURCHASE OF GOODS 

(Ref.: Questionnaire—Part III—Qs. 125-134) 
Section 1.—Factual Background 

1. The financial integration of the State with the 
Union Government has resulted in taking over the 
Railways, Postal, Income-tax and partly Excise (To¬ 
bacco) Departments by Government of India and the 
gradual abolition of customs. To meet the loss, tlie 
Government brought in the General Sales Tax Act 
from 1-5-50. Before this enactment there was an Act 
taxing the luxury articles at the rate of 0-0-6 pies in 
a rupee. Articles that were liable to tax under this 
Act were specified in the Schedule given thereunder. 
The minimum taxable limit under that Act was O. S. 
Rs. 10,000 per year with a taxable minimum of not 
less than Rs. 1,000 in taxable goods. 

Main features of the Hyderabad General Sales Tax Act 

The Act imposes a tax on sale of goods. It is based 
on the Multiple point system. 

Exemption limit. —Dealers with a gross turnover of 
less than Rs. 7,500 per year are exempt from tax. Thus 
it protects petty dealers. Till 1952-53, the limit was in 
the O. S. Currency. From 1-5-53, due to the demonetiza¬ 
tion of the O. S. Currency, an I. G. Currency limit of 
of Rs. 7,500 has come into force. 

' Registration. —Registration under the Act of the 
dealers has been made compulsory in respect of such 
dealers whose turnover in an year is Rs. 5,000 or more. 
Registered dealers have been given an option to collect 
tax. It is also provided that the taxes collected by the 
registered dealers should be paid over to the Govern¬ 
ment. 

Exemption of essentials. —The Act exempts almost 
all the essentials. The exemptions granted are specified 
in Schedule I. In addition to this, the Government have 
from time to time been exempting certain commodities 
from tax exercising the powers conferred under Sec¬ 
tion 7, through Notification. 

Licensing. —Adequate provision has been made in 
exempting the transactions of commission agents who 
act on behalf of known and resident principles in taxa¬ 
ble goods (Section 9). Tax will not be levied on the 
commission agents if they obtain licences and adhere 
to the conditions specified therein. 

Dealers dealing in exempted goods specified in 
Schdule I or exempted through notifications under Sec¬ 
tion 7, have to obtain licences. Failure to obtain 
licences will result, in imposing penalty on the dealers 
dealing in exempted goods specified in Schedule I and 
in imposing tax in respect of goods exempted by noti¬ 
fications. 

The Act provides for the levy of tax either on the 
seller dealer or the purchaser dealer. The goods on 
which the purchaser dealer is liable to tax to Govern¬ 
ment have been specified in Rule 5 (2). They being 
groundnuts, til, karad and castor seeds bidi leaves; 
all kinds of tanning barks. Certain additions have also 
been made to these items taxing all agricultural pro¬ 
duce not otherwise exempt under the Act excluding 
the sugarcane, tea and coffee seeds. 

Adequate provision is also made under the Act 
not to tax a dealer both as seller and buyer in respect 
of the same goods. Provision is made to tax the con¬ 
tractors (works) after giving a deduction towards labour 
charges. The percentage - of deduction varies as shown 
below : 


(a) In the case of Electrical contract 

20% 

(i) )n the case of Structural contract 

3°% 

(c) In the case of Sanitary contract 

33l% 

(d) In the case of Other contracts 

nP 

O'' 

O 

CO 


Method of Assessment. —The assessments are made 
annually. Dealers have to submit their annual turn¬ 
overs within 45 days after the close of the financial 
year in a form prescribed. Provisional assessments for 
the current year will also be made on the basis of 
the previous years turnover. This is mainly to facilitate 
the dealers to pay the tax. Tax imposed will be got 
collected in 12 equal instalments, 


A provision has also been made under rules em¬ 
powering any dealer whose annual turnover is Rs. 20,000 
or above to submit monthly turnover statements and 
pay tax accordingly. 

Licences issued under the Act are annual, which are 
subject to renewal every year on application and on 
payment of fees.' 


Collection of Tax ■—The Department does not collect 
tax in cash. Challans are issued by the assessing autho¬ 
rity or the licencing authority to pay the tax, licence 
fees or ary fees or penalty under the Act. The dealer 
has to remit the amount in the Treasury. The assess¬ 
ing authority is empowered under the Act to impose 
penalties or to launch prosecutions as well on the 
defaulters. All arrears can be got • collected as arrears 
of land revenue through the Revenue authorities. 

Appeals and Revisions. —The Act provides for ap¬ 
peals and revisions. There is no provision for the 
Appellate Tribunal. The Appellate Authority (Appel¬ 
late Deputy Commissioner) has no connection with the 
Administrative side of the Act. 


Certain other features of the Act. —Casual traders 
are also liable to tax under the Act. Such dealers do 
not have the benefit of the minimum exempted turn¬ 
over limit. They have to pay tax on their sales. The 
main purpose of introducing this provision is to col¬ 
lect tax from such out-of-state dealers who enter the 
State, effect the sales and go away. There is no such 
provision in the Sales Tax Laws of other states in the 
country. The casual trader need not register himself 
under the Act; yet he may collect tax. 

The agents of the non-resident principals are not 
eligible for a licence to carry on commission business. 
There is no limit of turnover minimum for them as 
in the case of causal traders. The agents of non-resi¬ 
dent dealers have to pay tax on their transactions in 
taxable goods even though such transactions might be 
of commission nature. 

Amendments to the Act 

In relation to the main features of the Act, certain 
amendments have been made in 1953 April. They are: 

(a) Petty dealers who are unable to maintain accounts 
can now be compounded to tax by the assessing autho¬ 
rities provided the turnovers so determined by them 
is below Rs. 20,000. The dealers are to produce the 
purchase vouchers. This is done to facilitate the petty 
dealers. 

(b) Section 2 (o) or the Act defining the term “year” 
is so suitably amended as to empower the assessee to 
opt to an year for the purpose of assessment in which 
his accounts are maintained. On the representations 
made by the merchants that it would facilitate them if 
the assessments are made for the years in which the 
accounts are kept, Government has brought in this 
amendment. 


(c) Certain commodities have been brought under 
the Taxation under two points of sale and some upder 
single point. Cigarettes are being taxed at the different 
rates at single point on the basis of the sale price for 
a packet of 10 cigarettes. 

Cloth is divided into two different categories and tax 
is levied at two Stages (first and second sales in the 
State) at the general rate of 3 pies in a rupee in res¬ 
pect of coarse and medium cloth costing less than 
Rs. 3 per yard. The cloth referred to here is the mill- 
made cloth and the cloth produced on powerlooms. 
Fine and superfine cloth irrespective of the price and 
the coarse and medium cloth costing Rs. 3 or more per 
yard is liable to tax at single point (first sale in the 
state) at the rate of 0-0-9 in a'rupee. 

(d) Through Notifications following commodities are 
taxed at one point (first sale in the State) at the Gene¬ 
ral rate of 3 pies in a rupee from 1-5-53 : 

(1) Fruits. 

(2) Books (other than those exempted under the 
Act.) 

(3) Cotton Yarn. 


5—2.T. E- Com. 



(e) All agricultural produce not otherwise exempt 
under the Act, excluding sugarcane, tea, coffee seeds, 
is made liable to tax on the purchaser dealer. As 
most/of these goods are exported out of the State, tax 
is levied at the point of purchase. 

Rates of Levy 

The Act provides for a general rate, an additional 
rate and also a special rate. The rates under the Act 
have undergone several changes. The following is the 
position. 

General rate :— 


The administrative set up is as under :— 


1. Commissioner 

2. Deputy Commissioners 

3. Registrar 

4. Sales Tax Officers 


r 

, . . . 2 

t. for the Administration. 

2. for the Appellate work. 
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From 1-8-50 to 31-7-52 
„ 1-8-52 to 30-4-53 

,, t- 5-53 to date 

Additional rate : — 
From 1-5-50 to 30-4-53 
„ 1-5-53 to date 


O.S. 0-0-2 pies in a O.S. Re. 
O.S. 0-0-4 i> in „ Re. 
I.G. 0-0-3 >, in an I.G. Re. 


O.S. 0-0-6 pies in a O.S. Re. 
I.G. 0-0-6 pies in an I.G. Re. 


Special rate of tax: — 

1 . (a) Bullion (Gold and Silver) : 

From 1-5-50 to 31-7-52 . at 0-4-0% single point (of first sale) 
„ 1-8-52 to 9-1-53 ■ at 0-2-0% „ „ 

„ 10-1-53 to date . at 0-4-0% „ „ 


( 4 ) Precious stoifes, unset precious stones, From 1 - 8-1952 at the 
pearls real and cultured, imitation rate of 2% single 

precious stones and gold and silver point (1st sale in 

gota, lace and salma. the State). 


5. Superior staff :— 

(i) Surveyors ...... 4 ° 

(it) Superintendents (office) ... 3 

(iii) Accountants 38 

(id) 2nd grade clerks ..... 31 

(d) 3rd grade clerks . . . . • 9 1 

(vi) Stenographers ...... 3 

(vii) Typists ....... 29 


6. Inferior staff : — 

Peons, Dafedar, Jamedar, Farash • 82 


Number of Sales tax 
1 950 - 5 1 


Circles were as under: — 
... . . .20 Circles. 


I 95 *- 5 8 

* 95 2 ‘53 


. 20 
. 26 


» 

» 


Note.—B efore 1-8-52 articles specified in item ( b ) above were liable to tax 
at the general rate multiple point and also subject to additional tax 0-0-6 pies 
in a rupesingle point on the first sales, 

2. Cigarettes. —Cigarettes costing less than 2 annas 
per packet of 10 cigarettes were made liable to tax at 
all points of sale at the rate of 0-0-2 pies in a rupee 
from 1-3-52. This position continued till 30-4-53. Before 

I- 4-52, locally manufactured cigarettes were exempted 
from tax. Imported cigarettes irrespective of the price 
were liable to tax at the general rate multiple and 
also to the additional rate on the first point of sale. 
From 1-3-52 to 31-7-52 all kinds of cigarettes were 
liable to tax at the rate of 2 pies general at all points 
and 2 pies additional at first point of sale. From 1-8-52 
'to 30-4-53 cigarettes costing less than 2 annas per 
packet of 10 cigarettes were liable to tax at the general 
rate of 4 pies at all points. Cigarettes costing above that 
rates, were liable to tax at the rate of 6 pies on the 
first point of sale. From 1-5-53 cigarettes costing 2 annas 
or less per packet of 10 are liable to tax at the rate of 
9 pies in.a rupee single point on the first sale. From 

II- 5-53, a packet of 10 cigarettes costing more than 2 
annas but less than 6 annas is liable to tax at the rate 
of 0-1-3 in a rupee single point on the first dealer. 

A packet of 10 cigarettes costing 6 annas or more 
is liable to tax at the rate of 0-1-6 pies per rupee sin¬ 
gle point on the first sale from 11-5-53. 

3. Coarse and Medium cloth of 17 counts to 35 
counts costing less than Rs. 3 per yard is liable to tax 
at the rate of 3 pies in a rupee from 1-5-53. The tax 
is levied on the first two. points of sale. 

Before 1-5-53 all mill-made cotton cloth or cloth 
made on powerlooms was liable to tax at the rate of 
4 pies in a rupee,' i.e., from 1-8-52 to 30-4-53. Before 
1-8-52 cotton cloth of Indian manufacture costing less 
than Rs. 3 per yard was exempt. Cotton cloth of 
Indian manufacture costing Rs. 3 or more was liable 
to tax as under : — 

From 1-5-50 to 31-7-52 . at 0-0-2 pies O.S. in O.S. rupee. 

From 1-8-52 to 30-4-53 at 0-0-4 P> es O.S. in O.S. rupee. 

Administrative Set up 

The Sales Tax Department is administering the 
following taxation measures under the Finance Depart¬ 
ment. 

(i) The Hyderabad General Sales Tax. Act. 

(ii) The Hyderabad Sale of Motor Spirits Taxation 
Regulation. 

(iii) The Hyderabad Horse Racing & Betting Tax 
Regulation. 

(iv) The Hyderabad Cinema Show Tax Act. 

(v) The Hyderabad Sugarcane Cess Act. 

(vi) The Hyderabad Luxury Sales-tax Act (Repeal¬ 
ed). 


1953-54 During this year four more circles are being 
opened. Sanction has been received from the Govern¬ 
ment. 

Assessments .—The Sales Tax Officer is the assessing 
Licencing authority, while the Surveyor is the Register¬ 
ing Authority. The question of empowering the Sur¬ 
veyors to assess cases below 30,000 is under the active 
consideration of the Government. The Sales Tax Offi¬ 
cer is assisted by the Surveyor and the'Accountant for 
the purposes of assessment. 

Appeals and Revisions .—Appeals against the assess¬ 
ment orders of the Sales Tax Officers are heard by the 
Deputy Commissioner, Appellate. The Appellate Deputy 
Commissioner has no connection with the administra¬ 
tive side of the Act. 

The Commissioner is the revisional authority. Revi¬ 
sions stand .against any order passed either by the 
assessing authority or by the Appellate authority. The 
powers of revision can be exercised by the Commis¬ 
sioner either suo moto or on application. The orders 
passed by the Commissioner are final. 

Collection of Tax .—The Department does not collect 
any amounts in cash. The procedure followed is that 
challans are issued to the dealers who are expected to 
remit the amounts in the treasury. The Bill Collectors 
are the main collecting agencies in Madras and there 
is no such staff employed for collection work here. In 
Madras, the assessing officers also can collect tax. 

Arrears of tax can be got collected under section 13 
of the Act as arrears of land revenue through the 
Revenue Department. The assessing authority has also 
got the powers to prosecute the defaulters in the Court 
of the First Class Magistrate. 

Cost of Administration 


The revenue derived from the various tax measures 
excluding the Agricultural Income-tax are as under:— 


1950-51 

• 951-52 

> 952-53 


Rs. 

Rs. 

Rs. 


85 . 35.595 

1,05,04,823 

>, 89 , 9>,>97 


The corresponding 

administrative 

cost is: 


1950-51 

1951-52 

> 952-53 


• Rs. 

Rs. 

Rs. 


6,26,012 

6,59,242 

7 , 7 o,i 93 
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The percentage of expenditure works out to : 


1950-51 

1951-52 

1952-53 

7-33% 

6 - 27 % 

4‘ °5% 


There is no separate cost of collection as there is no 
separate machinery appointed for collection purposes. 
The procedure for collection of tax from the point of 
view of the tax payer is that 12 equal instalments are 
given for the payment of the tax and this should not 
prove to be a burden on the tax payer. 

Trends in Receipts 

Receipts are now in the upward trend from year to 
year, firstly because, the department has taken a pro¬ 
per shape, and secondly because there has been a slight 
increase in the tax earlier and later due to changeover 
from O.'S. currency to I. G. currency; the alteration 
being O. S. 0-0-2 pies to 0-0-4 pies in a rupee from 
1-8-52 and 0-0-3 pies in a rupee in I. G. currency from 
1-5-53. The opening of new offices has resulted in 
tackling more cases in 51-52 and 52-53 as a result of 
which the pending cases were tackled and also new 
cases detected. 


Arrears 

The position regarding arrears is 

as follows:— 

1951-52 

*95*-52 

1952-53 

Rs. 

Rs. 

Rs. 

*2,99.554 

34,09,762 

*3,30.994 


There is an upward trend in the arrears. The rea¬ 
sons for such a trend are given below :— 

(1) Financial stringency. 

(2) Some of the dealers who are rightly taxed 
objected to pay tax thinking that their transac¬ 
tions would get exempted from tax under 
Art. 286 of the Constitution. These dealers 
are those who purchased commodities liable 
to tax on the purchase value and exported 
them outside the Hyderabad State. Now that 
the Supreme Court Judgment has made the 
position clear these arrears are being collected. 

(3) Big oil millers, etc., went in writ in High Court 
against the imposition of tax on. the ground¬ 
nuts which is the most important commodity 
yielding tax. The writ has since been dismis¬ 
sed on 11-9-53. It is expected that arrears held 
over on this account will be cleared. 

(4) Big dealers in cloth particularly dealing in 
coarse and medium cloth have filed writs 
against the Department on the imposition of 
tax, thinking that such a levy is against the 
Essential Commodities Act (Act LII of 1952); 
the writs have been heard. Orders of the High 
Court are expected soon. If the decision goes 
in favour of the Department these will also 
be collected. 

(5) The increase in the number of circles has result¬ 
ed in assessing more cases. However, there is 
no considerable increase in the collection as 
the dealers have not been paying tax regularly, 
particularly' in rural areas, in spite of the 
efforts made • by the Department. Thus, when 
the demand increased there is no proportionate 
increase in the collections. 

Arrears of tax are being collected as arrears of land 
revenue with reference to section 13 of the Hyderabad 
General Sales Tax Act. 

Tax Evasion 

The principal methods adopted by the dealers to 
evade or avoid taxes are said to be : — 

(1) Maintaining of duplicate sets of accounts. 

(2) Non-maintenance of accounts. 

Instances of these have not yet been reported. The 
question of a special staff to detect such cases as is 
prevailing in Madras is under consideration. Sales Tax 
Officers may not find sufficient time to take up this 
work effectively in ordinary course. Surveyors have 
been carrying on the survey work under the direct 


supervision and guidance of the officers of the Depart¬ 
ment with clear instructions! from Deputy Commis¬ 
sioner (Administration) and the Commissioner in 
annual Conferences of Officers. 

A Conference is being called by the Commissioner 
every year in the early part of the Financial year with 
the view to discuss important matters pertaining to 
law. 

If need be conferences have been held even twice 
in the year, and Sales Tax Surveyors have also been 
called in the Conference. 

Section II.— Replies to Questions 

Sales Tax in India is just an outcome - of similar 
measures prevailing in the European countries, parti¬ 
cularly those copied from the Madras Sales Tax Act. 
The German ‘Turnover Tax’ and to a great extent the 
Sales Tax levied in Czechoslovakia are examples of 
taxes, which include every type of transaction in the 
•line of goods and services. The Sales Tax in Indian 
States is confined to the imposition of a tax on the 
sale or purchase of goods. On the other hand the 
‘Turnover Tax’ is levied on not only goods but also 
the services, commissions and many forms of leases, 
mortgages, etc. 


Sales Tax in India has mostly been copied from 
Madras, where it is based on the Multiple-Point sys¬ 
tem. Bengal has, however, followed the system prevail¬ 
ing in Australia. It is on the single-point system at a 
higher rate. In Pakistan also Sales Tax is levied on 
the Multiple-Point system. But, it is a General Tax just 
like the Federal Tax in Australia. 


The States in India have either followed the Madras 
System (multiple) or the Bengal System (single) with 
suitable modifications according to their own require¬ 
ments? The Southern States have generally followed 
the Madras System, while the States of Assam, Bihar, 
Orissa, Madhya Pradesh,, Madhya Bharat, Delhi, Pepsu 
have followed the Bengal Act. The Act of Uttar Pra¬ 
desh /js a mixture of both the systems. Bombay which 
had formerly been levying sales tax on a single-point 
basis shifted over to the Multiple-Point system. But it 
has recently brought in a bill to change over to a “two 
point-tax”. 


The power to impose tax on the sale or purchase 
of goods is derived by the States under Entry 54, List 
II, State List, Seventh Schedule of the Constitution. 
Power to levy tax on services is not given to the 
States. 


Question No. 125 . 

(i) (a) A Sales Tax on “charges for services proper’’ 
in respect of certain organised services such as medi¬ 
cal practitioners, lawyers, registered accountants and 
auditors,, etc. whose incomes are above a certain limit 
is feasible. 


In the absence of adequate data it is not possible 
to assess the additional revenue from this source. 

(b) & (c) Such categories are already taxed in many 
of the States,, such as Madras, Bombay, Hyderabad, 
Mysore, Travancore-Cochin, etc. 


In the case of a works contract, while arriving at 
the taxable turnover of a dealer, a certain percentage 
is deducted from the gross turnover towards labour 


charges as given below : — 

(I) In the case of Electric contracts . . • so% 

(II) In the case of Structural contracts . . 30% 

(III) In the case of Sanitary contracts ' . . 334 % 

(IV) fn the case of Other contracts . . 30% 


In the cases of hotels, where charges of boarding 
and lodging are separately shown, tax is levied only 
on boarding charges. Where such separate accounts 
are not maintained, the assessing authority will con¬ 
sider deduction of Certain percentage towards lodging 
charges taking into consideration the standard of the 
hotel. 


In the case of jewellers, tailors, painters and photo¬ 
graphers, tax is levied on the total turnover including 
labour in case finished articles are supplied to the 
customers; and no tax is levied on services alone where 
the material is supplied by the customers themselves. 
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(ii) It is feasible to levy, at a low rate, a tax on the 
transactions of sale or purchase in stock exchanges and 
future markets. 

In the absence of the requisite data, it is not possible 
to assess the additional revenue from this source. 


Question No. 127. 

The three alternatives suggested for replacing the 
Sales Tax will neither be effective nor practicable. 

(a) Excise duty on goods manufactured or produc¬ 
ed. —Every State in India is not equally developed 
industrially. In fact, most of the States have no big 
industries worth mentioning. If Sales Tax has to be 
replaced by an increase in the Excise duty, it is only 
the industrially developed States that will get the 
revenue. The under-developed States will derive no 
income from Excise duty, even though a majority of 
the goods manufactured in the industrially developed 
States might be consumed in the undeveloped States. 
Assuming that the revenues derived by the manufac- ■ 
taring States are going to be allocated among the con¬ 
suming States, it is not possible to ascertain, even 
with some reasonable accuracy the quantity of the 
goods consumed in the undeveloped States. 

(b) Octroi or Terminal Tax.— Moreover Octroi is 
generally levied by Corporations or Municipalities on 
goods entering their limits for consumption. Arrange¬ 
ment for the refund of tax on the goods exported is 
also provided. 

The suggestion appears to be that Octroi duty should 
be. taken up at the state level to take the place of 
internal customs and Sales Tax. For reasons given 
below this is not considered advisable. 

Customs, Excise or Octroi duties are levied on goods 
while Sales Tax is levied not on the goods, but on the 
sale or purchase of goods. Customs, Excise or Octroi 
can be imposed only once; on the other hand Sales-tax 
can be levied as many times as there is a transfer of 
property in goods, if the Sales Tax is charged on the 
principle of Multiple-point. 

(i) To get a revenue equal to that from Sales Tax, 
particularly in a State, where Sales Tax is imposed on 
the multiple-point system, the rate of Octroi duty has 
to be very high. This would tend to diminish the im¬ 
ports into the state levying such .duties. 

(ii) It would require an extensive administrative 
machinery to check evasion and smuggling as goods 
do not always move through recognised commercial 
channels. Not only Railway Stations and trunk roads, 
but all the borders of the State will be required to be 
watched. 

(iii) Such a measure would create trade barriers. A 
State, which is more industrially developed might 
suffer due to a high Octroi duty imposed by undevelop¬ 
ed States. 

(c) Extension of Customs duty in respect of goods 
imported from abroad. —It is a matter of common 
knowledge that goods are mostly imported into this 
country by the big importers of the coastal cities, either 
on their own account or on the basis of orders from 
other traders. All these goods imported by the dealers 
in coastal cities are surely not for consumption in their 
own States. Most of the goods might go to other States, 
e.g., goods'' meant for consumption in Bombay State, 
Hyderabad, Madhya Pradesh, etc., enter the country 
through Bombay port, while goods for J3ihar, Assam, 
and Bengal might enter through Calcutta port. These 
goods are taken delivery off by the dealers in Bombay 
or Calcutta, as the case may be in the first instance 
and are passed on to other States. The consuming 
States also should, therefore, have the benefit of shar¬ 
ing the revenues derived from the Sea Customs Import 
Duty. The allocation will have to be made either on the 
population basis or on the basis of consumption of the 
goods. Similarly,' in the case of goods exported out¬ 
side the country the producing State should also get 
the benefit out of the income derived by the levy of 
export duty. For example certain textiles, oilseeds and 
oils produced in Hyderabad State are exported outside 
the country. Thus, Hyderabad State should get the 
revenues derived from the imposition ,of export cus¬ 
toms duty levied on such goods and articles. But to 
implement these measures, it is essential that statistics 
(Statewise) should be maintained to show the exports 
and imports of each State together with the value of 
the goods and the names of the dealers. Without such' 
statistics, distribution of the revenues among the 
different States is not possible. But such statistics are 
not available at present, and it would take some time 
to build up such a statistical and administrative machi¬ 
nery. 


Under the conditions prevailing at present, therefore, 
Sales Tax cannot be replaced by the'above alternatives. 
It has to continue as a source of income to the State 
Exchequers. How far it can be improved or modified, 
will depend upon the conditions of the States and their 
requirements. 

Question No. 128. 

(a) Under the existing conditions Sales Tax has to 
be levied only on the turnover. Tax on the basis of 
individual sales is not practicable, as it involves ela¬ 
borate accounting for which the small dealers are 
neither equipped nor prepared. 

The different categories of dealers in Hyderabad are 
shown below. It may be pointed out here that the con¬ 
tractors (P. W. D.j Sanitary, Electrical, etc.) have been 
shown in retail dealers. 


Between Between Above 

Category Below R». 10,000 Rs. 30,000 Rs. 60,000 

R». 10,000 and and 

Rs. 30,000 Rs. 60,000 


1. Manufacturers 

291 

3*3 

> 5 * 

445 

2. Importers 

80 

218 

127 

302 

3. Wholesale dealers . 

>74 

221 

291 

1,062 

4. Retail dealers 

8,697 

6,357 

3 .1 79 

>.849 

5. Importer-cum-whole- 

I 

,, 

IOO 

IOO 

sale dealers. 

6. Importer-c«m-retail- 

59 

356 

362 

430 

dealers. 

7. Importer-cum-whole- 

>3 

XXI 

IOO 

347 

sale-cnm-retailers. 

8. Commission agents 

85 

174 

52 > 

2,892 

Total 

9,400 

7,768 

4.83* 

7 . 4*7 


Every dealer whose turnover in a year is Rs. 40,000 
and above can issue memos. However, experience 
shows that, in small urban areas, dealers with an 
annual turnover of even more than a lakh of rupees 
are not in the habit of issuing cash memos. The same 
is the position in the towns and cities in respect of 
retail dealers. It is suggested that dealers having more 
than a turnover of Rs. 60,000 per year, should be com¬ 
pelled to issue cash memos. Emphasis should, however, 
be laid on the maintenance of accounts, by every busi¬ 
nessman, small or big, as the advantages of maintaining 
accounts cannot be under-estimated, whatever may be 
the nature or volume of business. The Income-Tax and 
Sales Tax Departments should encourage the mainten¬ 
ance of correct accounts by the entire business com¬ 
munity as it would be to mutual advantage. In early 
stages, however, it would be sufficient for the purpose 
of the Sales. Tax Department if correct records of sales 
and turnover are maintained. 

(b) Most of the States are taxing petrol and petrol- 
products under a separate law. In Hyderabad also 
petrol and petrol-products such as powerine, high-speed 
diesel oil, etc., are taxed under the -Hyderabad Sales 
of Motor Spirits Taxation Regulaton. Under this Regu¬ 
lation, petrol and petrol-products are taxed only at 
the retail point of sale. The rate is As. 3 per gallon 
(as against the general rate of pies 3 in a rupee on a 
multiple-point basis in respect of commodities subject 
to the General Sales Tax Act). The Regulation was in 
operation in the State prior to the introduction of the 
General Sales Tax Act. It is not considered desirable 
to extend this Regulation to other articles. 

Question No. 129. 

(1) Any alternative system other than the three 
mentioned in the question is not considered feasible. 

(2) A combination of the single and multiple systems 
is advocated. The majority of the sales being subject 
to a multiple-point system for the following reasons : 

(a) From the point of view of the consumer, the 
rate of the tax can always be regulated in 
such a manner so as to avoid regression in 
respect of different classes of commodities and 
consumers. 

(b) From the point of view of the dealers, it is 
convenient, for except in the case of commo¬ 
dities subject to single-point taxation, they will 
not have to maintain different registers for 
different types of commodities. 
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(c) In the interests of trade and industry, it would 
be possible to regulate both the rates and the 
points of imposition. 

(d) So far as Government is concerned, it ensures 
administrative convenience and maximum 
revenues. 

(3) (i) The receipts of the exchequer are commensu¬ 
rate with the burden of the tax on the consumer. 

(ii) The system advocated does not require any 
complicated forms or returns to be submitted by the 
assessees. They have to submit either the annual turn¬ 
over returns or the monthly turnover returns. Tax 
levied on the dealers will be collected in 12 equal in¬ 
stalments. Or, the dealers can pay the tax monthly on 
their actual sales or purchases, 

( Hi ) No noticeable change seems to have taken place 
so far as this State is concerned in respect of the 
organisation of trade. 

(iv) The method advocated is easy to administer. 
Evasion of tax can effectively be checked. Even if the 
tax is lost at one stage due to some reason or other, 
it is sure to be collected at the next stage. 

Question No. 130. 

( i ) Articles of luxury may be taxed at a higher rate. 
The following articles are recommended for a higher 
rate of tax : 

(1) All kinds of motor vehicles including cars and 
motor cycles. 

(2) Chassis of motor vehicles. 

(3) Refrigerators and air-conditioning plants. 

(4) Wireless reception instruments and apparatus. 

(5) Radios and their parts. 

(6) All electrical goods excluding bulbs. 

(7) Luxurious furniture. 

At present, the list of goods liable to additional tax 
under the Hyderabad Act contains 25 items. Most of 
the incomes from the additional tax is derived from 
items 1, 2, 3, 5, 7, 9, 10, 17, 18, 19.and 24 of Schedule II. 
A copy of Schedule II is enclosed (Annexure A—page 
70). The receipts from this additional tax is about 
Rs. 20 lakhs. It is not possible to give the receipts 
relating to each type of commodity. 

(ii) There are certain goods that may not bear the 
incidence of Sales Tax at the normal rate. Gold and 
silver bullion is an example of this kind. It is suggest¬ 
ed that gold and silver bullion should be taxed at 
0-4-0% single-point, as is being done at present at 
Hyderabad. 


State” and “Inter-State Commerce”. The decision in 
clear terms lays down that the State in which the 
goods are delivered for the purpose of consumption 
as a direct result of a sale or purchase, alone has the 
right to tax the goods. All the out-of-state dealers who 
have delivered goods in this State for the purpose of 
consumption have to pay Sales Tax under this Act to 
the Government. 

For instance, if a dealer ‘X’ residing in Bombay or 
Bengal has supplied goods for consumption in all the 
other States, this dealer has to pay tax under the Sales 
Tax Laws of all the States in which he has delivered 
the goods for consumption. They may also demand the 
production of accounts. This will indeed be a great 
hardship. The dealer has to maintain, as many accounts 
as there are States to which he has supplied goods. If 
simultaneously notices are issued by the assessing 
authorities of the States, then it may not be possible 
at all for this dealer to comply with more than one 
notice at a time. Moreover, it would entail an excessive 
expenditure on. the dealer. This may often prevent him 
from making use of the appellate and revisional faci¬ 
lities given under the Act. 

Some of the States have been demanding Sales Tax 
from out-of-State dealers on their transactions from 
26-1-1950. Many of the dealers might not have collected 
the tax at all, thinking that such sales were exempt 
under the Constitution. Further, they might not have 
been even aware of the rates of taxes and the exemp¬ 
tions prevailing under the Sales Tax Laws of the parti¬ 
cular States in which the goods were delivered for 
the purpose of consumption. Some of the commodities 
that were liable to tax in this State might be exempt 
under the Sales" Tax Laws of the State in which the 
goods were delivered for consumption and vice versa. 
This tax demand has, therefore, caused considerable 
hardship to out-of-State dealers. 

No State at the same time can afford to forego its 
revenues from this source. Hence the out-of-State 
dealers should pay the tax, at least from the date of 
the decision by the Supreme Court. There are, of 
course, many difficulties that may stand in their way. 
In the first instance, every exporter and importer must 
possess a first hand knowledge of the Sales Tax Laws 
prevailing in the different States of the Indian Union. 
Then, he should charge Sales Tax on each of his tran¬ 
sactions on the basis of the Sales Tax Laws of the 
State in which the goods are delivered for consump¬ 
tion. It is not an easy job for a merchant to do so, 
particularly to keep himself posted with the up-to-date 
position in respect of these laws and rules made there¬ 
under. 

To avoid all these difficulties, it is suggested that the 
States should convert the scheme of taxation into one 
on purchases. This would solve all the difficulties inas¬ 
much as each State would then be left free to tackle 
the dealers residing within its own borders. 


Essential commodities may also be taxed at a very 
low rate ranging from i% to 1% so as to minimise the 
incidence on the consumers in the lower income 
groups. 

Question No. 131. 

Uniform practice all over the country is. desirable 
only in respect of the following: 

(a) No articles to be exempted. 

(b) A stipulated minimum and maximum rate of 
tax in respect of different classes of commo¬ 
dities. 


(c) By constitutional amendment. 
Question No. 132. 


Before the Central Act (Act LII of 1952) came into 
force, most of the States had imposed a tax on the 
goods declared by Parliament to be essential for the 
life of the community. Some of the States were, how¬ 
ever, exempting them from the beginning itself. Since 
section 3 of the said Act empowers the former States 
to continue the levy on the essentials, uniformity has 
not been achieved. 


There stowjjd ^ existing pr£ 

laSS Ot artodB. On '“ e ^ liaK shjbld be amended 

isions in favour 

uitably. 

Juestion No. 133. ipdia has given a decision 

, , xhe Supreme Co ^ A $cle 286 (1) tad (2) of the 

( *L interpretation of A^ vs . the United 

M th i £ in the State the pasitasa » 

Motors U l^ d ilr L wiih d r^ ^ “Sales outside the 
no w made clear 


Till the purchase tax is introduced, the following 
procedure may be adopted in order to enable the State 
to realise sales from non-resident dealers. 


A dealer who supplies goods to dealers or consumers 
residing outside the State for the purpose of consump¬ 
tion, should maintain accounts State-wise. When he sub¬ 
mits his accounts to the assessing authority of his area 
he should give his gross turnover and claim exemption 
under that Act with regard to goods supplied by him 
to dealers outside the State. He should, at the same 
time, .furnish the.details of such transactions in respect 
of each State. The assessing authority' should then 
submit such statements to the Commissioner, where 
they should be consolidated. The commissioner in his 
turn, should forward such statements to the Commis¬ 
sioners of the respective States where the assessments 
will be made and the demand created. The demand 
notices should be sent back to the Commissioner of the 
State in which the out-of-State dealer resides. The 
collections may be made in that State on behalf of the 
consuming States. This method can be followed on a 
reciprocal basis. Certain difficulties may arise from this 
suggestion. But we have to adopt a course, which is a 
lesser evil. There also appears to be no other alter¬ 
native. 


(b) Taxing all the goods whether they are for export 
or for local consumption on the purchase is desirable. 
This would automatically solve the difficulties relating 
to the taxing of out-of-State dealers. There can be no 
difficulty in tackling it on the multiple-point basis at 
a very low rate as suggested above. 


t present, goods which are mostly expected have 
i taxed under the purchase scheme and the rest 
er the sales scheme. Since it has already^ been 
aested that tax should be levied on the purchase 
is no comments are necessary. 
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In Hyderabad, by a recent amendment to Rules 
(Notification No. 16 dated 1 - 5 - 1953 ) all agricultural pro¬ 
duce excluding cereals and pulses, etc., have been 
brought under the purchase scheme. 

Question No. 134. 

There have been no noticeable trends having the 
effect of inter-state trade barriers or uneconomic diver¬ 
sion of trade. 

Section III.—Other Remarks 

Nil. 


ANNEXURE A. 

Goods on which an additional tax is leviable 


19 . Upholstered furniture, tubular, iron and steel fur¬ 
niture of every description including safes and treasure- 

chests. 

20 . Vacuum flasks of every description including hot 
water, ice and food jars and ice boxes or containers. 

21 . Musical instruments of every description includ¬ 
ing accessories and spare parts of every description. 

22 . Tiles used for decoration purposes. 

23 . Cigarette and cigar cases, cigarette pipes and 
lighters. 

24 . Articles of every description manufactured from 
foreign electroplate, nickel, german silver or stainless 
steel except accessories and component parts of bicy¬ 
cles. 


Schedule II 

[Section 3 ( 2 ) and 4 ( 2 )] 

1 . (a) Motor vehicles including motor cars, motor 
taxi-cabs, motor cycles and cycle combinations, motor- 
scooters, motorettes, motor omnibuses, motor vans and 
motor lorries ; 

( b ) Chassis of motor vehicles; 

(c) Component parts of motors vehicles; 

articles (including rubber and other tyres and tubes 
and batteries) adapted for use as parts or accessories 
of motor vehicles not being such articles as are ordin¬ 
arily also used for other purposes than as parts or 
accessories or motor vehicles. 

2 . Refrigerators and air-conditioning plants. 

3 . (a) Wireless reception instruments and apparatus 
and component parts thereof, including all electrical 
valves, accumulators, amplifiers and loud-speakers 
which are not specially designed for purposes other 
than wireless reception. 

(b) Radio-gramophones. 

4 . (a) Cinematographic, photographic and other 
cameras, projectors and enlargers ; lenses and other 
parts and accessories of such cameras, projectors and 
enlargers and film, plates, paper and cloth required for 
use therewith. 

(b) Binoculars and opera glasses. 

5 . All electrical goods, instruments, apparatus and 
appliances including fans and lighting bulbs, electri¬ 
cal earthenware and porcelain, and all other accesso¬ 
ries. 

6 . Any pen, pencil or pen and pencil set sold for 
Rs. 12 or more. 

7 . All clocks, time-pieces and watches, and parts 
thereof. 


25 ..Playing cards of every description. 

TAX ON NEWSPAPERS AND ADVERTISEMENTS 

Section II— Replies to Main Questions 
Question No. 126 . 

( 1 ) (a) Newspaper reading in India is still in infancy, 
although the number of newspapers has increased enor¬ 
mously during the past one decade. Newspaper has got 
to be popularised amongst the bulk of the masses and 
in the present stage of education in India, it cannot be 
said, that a stage has been reached for levying a tax on 
newspapers in general. There are, no doubt, certain 
newspapers, which have built up a reputation of their 
own and also standing, whose financial status is such, 
that even if an ordinary sales tax is levied on them, 
their position and standard will not be affected, these 
being papers like ‘The Hindu’, ‘The Times of India’ and 
‘The Statement', Papers of lower standing, no doubt, 
will not be able to bear the incidence of tax, howsoever, 
small it may be. As distinction cannot be made between 
one paper and the other, the best course would be to 
levy a general sales tax at the rate of J%, as suggested 
in the general note on sales tax, on such newspapers, 
which have a circulation of over 10,000 per day. So far 
as the Hyderabad State is concerend, there are 19 dailies 
and 4 bi-weeklies. The circulation of dailies range from 
200 to 6000 per day and that of the bi-weeklies 1000 to 
4000 . The total sales price of the dailies comes to 
Rs. 15 , 17,927 and that of the bi-weeklies Rs. 53 , 500 . If 
sales tax is levied at |%, the amount of tax works to 
Rs. 7,857 irrespective of sales. The amount of tax esti¬ 
mated is so low, that it is hardly necessary to consider 
the question of levy of tax on such newspapers not 
only in Hyderabad State but apparently also outside 
Hyderabad State. 

(b) Tax on advertisement published in newspapers .— 
Since advertisements are given by business concerns 
for purposes of publicity, and these form part of the 
business expenses, there cannot be any argument 
against levying an advertisement tax at the rate of 
0 - 0-3 in a rupee. Advertisement tax can also be levied 
on institutions, such as cinema houses, trains, buses and 
trams, etc., which give, publicity to different busi¬ 
nesses. 


8 . Gramophones of every description, gramophone 
records and needles including accessories and the 
spare parts thereof. 


Section III.— Other Remarks 

Nil 


9 . Silks including artificial silk and all 

excluding silk thread and silk woven on 

costing less than Rs. 6 per yard. 


goods but 
handlooms 


STATE EXCISES 

Section I—Factual Background 


TO. Perfumery, cosmetics and all toilet articles ex- ^ Main Provisions of the Hyderabad Abkari Act 

eluding washing soaps. ’ Tax strU cture of the State Excise is as under : — 


II. Fireworks. 


12 . Cigars, cheroots, pipe tobacco and tinned to' 
used in cigarettes and paper-loose. 

same RifleS ’ revolvers - P istol s and ammunition fo 

or 1 ivory! 8 °° dS manufac tured with or of sandal- 
15 . Silk carpets or woollen carpets. 

Rs! 6 * * i 5^or >1 more^ < includTn 0 g ' woollen S and^ co t tnr^mixt 
made pl^shniiar^ubstancesf bi * elite ^ods and fi 


l.Duty on liquor, tree tax and pot duty in the cities 
of Hyderabad and' Secunderabad are levied under sec¬ 
tions 5 and 15 of the Abkari Act 1316 F. ( 1906 - 1907 ) 


loreign liquor is imposed 
Foreign Liquor Rules of 1344 F. 


3 . Duty 
Act of 


--- m ° 8 n exSd iS to e H ie d under the India A 
Ganja and Bhang ,, n di "^derabad State an Op 

4 . Dutv am • .. 



parations Rules of 13ft ^Spirituous ■ prep 

lonage fee on Denatured , ( 19 35-36) £i^f edlcj «ai . 

PI ftTiKSi* 4 * ofru 

cation No. e of i! 4 9° tbe Bevenu ^ DepS e e n f>^v 



33 


( 2 ) Proposed Amendment to the Act 

It is contemplated to amend the Hyderabad Abkari 
Act of 1316 F ( 19 O 6 - 1 D 0 O and a bill framed in this 
regard (Annexure 'A>fpage- 35 ) is under the considera¬ 
tion of the Legisla«l*e Assembly. The reasons for the 
proposed ameflchnent are explained in objects clause 
thus : 

The existing Abkari Act was enacted in 1316 F. 
( 1906 - 1907 ) when the Tahudi system was in vogue in 
Hyderabad State. As a result of subsequent introduction 
of the Madras system some of the provisions of the 
Act became outmoded and various orders having the 
force of law have since been passed for the successful 
implementation of the new system. Some of the provi¬ 
sions of the Land Revenue Act relating to proprietary 
rights over Abkari trees and the liabilities of pattedars 
In respect thereof have since undergone drastic changes. 
In regard to. the recovery of Excise duties in view of 
the ever increasing amount of arrears, effective provi¬ 
sions have been considered necessary to be introduced 
in the Act. In order, therefore, to render the various 
provisions of the Act conform to the existing system 
of administration and the growing exigencies of the 
time, necessary amendments have been proposed. 


IV. Rates of Excise Duty on Alcohol contained in 
Medicinal and Toilet preparations 

Rs. a. p. 

1. Absolute Alcohol . . . 70 o o per L.P. 

gallon. 

2. Rectified Spirit . . . . 70 o o Do. 

3. Spirituous Medicines which cannot be 500 Do. 
used for other than medicinal purposes. 

4. Spirituous Medicines which can be 17 8 o Do. 
used other than for medicinal purposes, 

toilet and essences 

5. Gallonage fee on denatured spirits . 100 per built 

gallon. 

V. Rates of Licence Fee 

I. Sale and possession licence for absolute 35 o o per bulk 
alcohol or rectified spirit for Hyderabad gallon, 

and Secunderabad cides. 

a. Similar licence for districts . . .1000 

3. Licence for the sale of spirituous medicines 10 0 0 


( 3 ) Rates of Levy 

The following statement shows the different duties 
and the rates relating thereto levied in the State : 


I. Tree Tax Haq-e-Malekana (M.H. i.e. Right of 
Ownership) 


SI. Name of district Sendi Toddy Date 

No. Palm 


4. Licence for the manufacture of spirituous 10 o o 
medicines. 

5. Licence for the manufacture of essences 10 o o 

6. Licence for the wholesale sale of dena- 105 o o 
tured spirit. 

7. Licence for the retail sale of denatured at 00 
spirits. 

8. Licence to possess denatured spirit for ai o o 
varnish makers, etc. 

9. Licence for sale and use of denatured at 00 
spirit by chemists and druggists. 


1. Hyderabad and Secun-H.M. 10 8 o 15 8 o ao ia o 

derabad cities. - 

a 10 03 14 o 53° 

2. All districts (excluding 
forest areas of Paluncha 
and Bhorgamphad taluqs 
of Warangal district and 

Utnoor, Kinvat, Boath & H.M. 68071201300 

Sirpur taluqs of Adila-- 

bad district). 1 10 0 1 15 ' o 340 

3. Forest Areas, Paluncha 
& Bhorgamphad taluqs 
of Warangal district and 

Utnoor, Kinvat, Boath 400 400800 

and Sirpur taluqs of Adi- H.M.- 

labad district. too 100200 


Saboocha Tax (Pot duty) at I.G. Rs. 6 - 8-0 per Saboocha 
containing ( 40 ) seers of toddy brought into the cities of 
Hyderabad and Secunderabad from the districts. 

Noth. —Villages which are included in (Hyderabad diitrict at present will 
have to pay the same rates as in other districts. 


VI. Rates of fee charged on Abkari trees situated on 
Government land when permitted to be cut down 


SI. Description of Trees Rates of fee 

No. per tree 


Rs. a. p. 

1. Tappable Toddy trees . . , . . 25 o o 

2. Untappable Toddy trees more than 10 years old 15 o o 

3. Toddy trees which have become untappable on 

account of age but are green. 10 o o 

4. Untappable toddy trees not more than 10 years 

l'j 1 old. 040 

5. Dry toddy trees when required to be cut :— 

(a) for construction of dwelling houses . .300 

( b) for agricultural purposes . . . .200 

6. Dry and fallen toddy trees for which there is no Such trees 

applicant. shall be 

auctioned. 


II. Rates of Duty on Country Spirits 


1 . Duty on country liquor . 


Rs. a. p. 

17 30 per London 

proof 
gallon. 


7. Tappable sendhi trees . . . • 15 0 0 

8. Untappable sendhi trees more than 5 years old . 1000 

9. Old sendhi trees which are no longer tappable but 500 

are green. 

10. Untappable sendhi trees not more than 5 years . o 4 O 


2. Concessional rate of duty for the border 293 Do. 
shops of Sirpur and Chinnur taluqs of 
Adilabad district and Manthani taluq 
of Karimnagar district and Mulug, 

Paluncha and Bhorgamphad taluqs of 
Warangal district. 


11. Dry sendhi trees . . . • • .100 

12. Dry and fallen sendhi trees for which there is no Such trees 

application. shall - be 

auctioned. 

13. Flower-bearing Gulmohwa trees . . • >5 0 0 


3. Duty on Indian made foreign liquors . 70 o o Do. 

4. Duty on Indian made beer . .223 Do. 


14. Non-flower bearing Gulmohwa trees 

15. Dry Gulmoha trees 


700 

Such trees 
shall be 
auctioned. 


III. Issue price of Opium and Ganja (which includes 
cost and duty) Supplied to Contractors from Gov¬ 
ernment Godowns. 

Rs. a. p. 

1. Opium.. 174 14 o per seer 

2. Ganja . . ^ . . . 80 10 o Do. 

3. Bhang . . . . . 40 5 o Do. 


Concessional rates of duty on country spirits and sen¬ 
dhi are levied in respect of border shops and forest 
areas (vide statement), to obviate the possibilities of 
smuggling and illicit distillation and tapping. Foreign 
liquor manufactured at Government Distilleries in the 
State is supplied to Military personnel at concessional 
rate of half duty. Absolute alcohol, rectified spirit and 
spirituous medicines required for Government Institu¬ 
tions, hospitals and charitable dispensaries are exempted 
from Excise duty. 
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The approximate loss of revenue per 
these exemptions is as follows : — 

annum due to 


Rs. 

Absolute alcohol 

13,100 

Rectified spirit .. 

. 1,08,780 

Spirituous medicines . 

54,760 

Foreign liquor (Issued to the military personnel) 

. 1,08,750 

Total 

• 2,85,390 


( 4 ) Administrative Set up 

The Excise Department works under the direct con¬ 
trol of the Board of Revenue. For the purposes of 
Excise Administration the Hyderabad State is divided 
into 17 districts and 4’divisions. The Excise Superin¬ 
tendents are in-charge of the Excise Administration in 
the districts subject to the over-all control of the District 
Collectors and the Deputy Excise Commissioners in 
charge of the Divisions each of which consists of 4 to 6 
districts. The Superintendents are under the direct con¬ 
trol of the Deputy Commissioners and the Deputy Com¬ 
missioners are placed under the Excise Commissioner 
who is the head of the department. 

Abkari shops are auctioned annually and as such 
it is not necessary to make any assessment, as in the 
case of Central Excise, Land Revenue. In addition to 
the auction amounts, the shopkeepers have to pay tree 
tax and duty on liquor. As the Excise shops are auction¬ 
ed and are not amenable to assessment, the question of 
appeal or revision does not arise. 

( 5 ) Cost of Administration 


The cost of administering the department is shown 
below for different years. 



Year 

Expenditure 




Rs. 

1946-47 

. 

• 

. . 28,05,638 

1947-48 

. 


35 , 55,592 . 

1948.49 

.... 

• • 

• • 36 , 9<>>357 

1949-50 

. 

• • 

. . 45,86,661 

X 950 - 5 t 

. . 

• • 

• • 46 , 79,347 

1951-52 

. 

• • 

• • 54 , 27 , 0 ** 

* 952-53 

(Revised Estimate) 

v • 

. . 84,00,000 

* 953-54 

Budget Estimate . 


. . . 78,80,000 


The expenditure for the above years works out to 
4-6 per cent, 4-9 per cent, 4-6 per cent, 3-1 per cent, 
4-6 per cent and 5-7 per cent respectively of the revenue 
of this Department. 

(6) Trends in Receipts 

The revenue received by this department according 
to the Debt Conciliation Board statements is as 
follows:— 


Year Revenue 


i 



Rs. 

1946-47 . 

.6,42,91,991 

1947-48 . 

. 5 , 7 i, 73,*33 

* 948-49 • 

• •_ . • • 6,35,65,227 

* 949-50 . 

.. 9,75,38,167 

* 950 - 5 * • 

• • • • • • . 9,69,67,714 

* 95*-52 ■ 

. 9 , 5 *,46,* 5 * 


As the abkari year commences from October and ends 
in September, the Debt Conciliation Board statements 
pertaining to the year 1952-53 have not been received 
yet completely from the subordinate offices. Hence the 
revenue for the year 1952-53 cannot be shown. Any how 


the revised estimates of the income for the year 1952-53 
as included in the budget is shown below : 




Rs. 

1 . Country fenneated liquor 

• a 

8,52,64,285 

a. Opium . . . . ... 


24,90,000 

3. Hemp and other drugs . . . 

• 

14 , 57,143 

4. Receipts from distilleries 

. 

33,64,286 

5. Fines, confiscation and miscellaneous 

• 

17,14,285 

Total 


9,42,00,000 

( 7 ) Arrears 



As per the Debt Conciliation Board 
details of arrears are as follows : 

statement the 

Year 


Arrears 



Rs. 

1946-47 . . . 

- 

32 , 05,795 

* 947-48 . 

• 

13,25,692 

1948-49 . . . - . 


1,52,82,784 

* 949 - 5 °.. . 

• 

2 , 48 , 57,274 

1950-51. 

• 

2 , 47 , 99,005 

1951-52 . 


3,43,11,205 


Figures for 1953-54 afte not available at present. The 
figures shown above with regard to 1947-48 also include 
a sum of Rs. 99,00,000 dor which remission has since 
been given to the contractors by the Government. The 
abnormal conditions prevailing in- the pre-Police Action 
days and the general slump in the market is responsible 
for the piling up of these huge arrears. 

These amounts are being collected by confiscating and 
auctioning the properties of the defaulters,'and in case 
the defaulters deposit i of the amount at once, the 
remaining amount is collected in suitable instalments 
extending over a period not exceeding two years in 
any case. 

(8) Tax Evasion 

The Excise Department has posted 580 officers and 
2,031 jawans in the 17 districts which constitute four 
divisions of the State. Apart from their normal duties, 
these officers also attend to the detections of crimes, and 
offenders are awarded punishment by Courts of Law. 
Experience had shown that it was essential to adopt 
more speedy and stringent measures to ensure prompt 
detection of crimes. Therefore, Flying Squad Parties 
comprising 49 Officers and 184 jawans were also posted 
at the Divisional headquarters of the 4 Deputy Excise 
Commissioners. In all the districts as well as the border 
areas, these parties are performing their duties with 
vigour to the fullest satisfaction -of the Excise Depart¬ 
ment. Further to induce the public, to convey informa¬ 
tion to Excise Officers in respect of abkari offences, a 
sum of Rs. 17,143 is provided in the Budget as recurring 
expenditure for reward to informers on the merits of 
each case. The following are the offences against the 
Abkari and Opium Acts which after detection, are 
either prosecuted or compounded. 

Liquor . 

1 . (a) Illicit distillation. 

(A) Adulteration. 

(c) Illicit transport and Export. 

(d) Breach of licence conditions. 

Sendhi 

2 . (a) Illicit tapping of trees, without payment of tree 

tax. 

(A) Felling of trees without permission. 

(e) Illicit transport, export and sale. 

{d) Breach of licence condition. 

Opium 

3 . ( a) Illicit cultivation. 

(A) Illicit import, export and possession. 

(c) Breach of licence condition. 

Ganja 

4 . (a) Illicit cultivation. 

(A) Illicit import, export and possession. 

(c) Breach of licence condition. 
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Gulmohwa and Toddy Trees 

5. Cutting of Gulmohwa and toddy trees. 

The following number of cases were detected by Fly¬ 
ing Squad parties and other Excise Officers during the 
last 6 years: 



No. of Cases 

Detected 

Total 

Fines 

Imposed 

Year 

By Flying 
Squads 

By Excise 
Officers 

1946-47 

885 

» 4 > 4>5 

15.300 

Rs. 

2 , 45.520 

1947*48 

74a 

10,438 

i«,i8o 

2,24,540 

1948-49 

*>952 

>>.785 

> 3.737 

1,61,421 

1949-50 

. a,186 

>0,936 

>3»>22 

2 , 69,730 

• 95 °* 5 l 

. 2,200 

13,474 

>4,674 

3,69,60a 

1951-52 

. 3,466 

18,914 

31,380 

> 7 ,> 5 ,» 6 5 * 


•R». 3 . 83 , 


,394 has been collected in 1931-32. 


In 1952-53, 9,25,208 trees were being illicitly tapped 
by the contractors which would have brought about a 
loss of Rs. 67,90,000 in respect of tree tax but a timely 
detection of the cases averted this loss, and it is being 
collected from the offenders. 


Section II— Replies to Questionnaire 


(d) As at present the term ‘Neera and Sendhi’ are 
denned so as to distinguish one from the other. As no 
provisions relating to ‘neera’ are embodied in the Act 
it has been considered unnecessary and misleading to 
have such term defined; hence the term sendhi alone 
has been defined deleting ‘neera’ and the definition 
of the term ‘toddy’ as given in the Madras Abkari Act 
has been adopted. 

(e) As a fresh provision regarding denatured spirits 
is introduced in the Act the definition given at 5-A is 
felt necessary. This is exactly the same as given in the 
Madras Abkari Act. 

(/), (ff), (h) & (i) The term ‘country liquor’ is defined 
to mean any liquor manufactured in the State by in¬ 
digenous methods and the term ‘Foreign Liquor* to 
mean any liquor that may be imported into the State. 
In view of the fact that revenues derivable from 
liquor are the exclusive concern of the State it has 
been considered desirable to have liquor manufacture 
in the State defined so as to distinguish it from that 
manufactured in other States of the Union, while dis¬ 
tinguishing both the categories from the liquor import¬ 
ed into the Indian Union from across the Customs 
barrier. Hence a country liquor is defined to mean 
liquor manufactured in India excepting the Hydera¬ 
bad, State while for the liquor manufactured in the 
State the term ‘State Liquor’ is given. This classifica¬ 
tion does away with the need for term ‘European 
Liquor’ defined at clause (10) of Section 2 and there¬ 
fore it has been deleted. 

(j), (k) & (l) The definitions of the terms import, 
export and transport have only been recast, in order 
to substitute ‘Hyderabad State’. for the words ‘H.E.H. 
the Nizam’s Dominions’ without in any way changing 
the purport of the terms. 


Question No. 135. 

(a) The Revenue collected by the department is of 
immense help to the general finances of the State. The 
Excise Revenue accounts for about 1/3 of the total 
revenue of the State and is the largest source of income 
to the State. There is at present no policy in operation 
in the State which involves a relinquishment of Excise 
Revenue in full or in part except that which has already 
been conceded in respect of locally ipade foreign liquor, 
supplied to the military personnel and absolute alcohol, 
rectified spirit and spirituous medicines supplied to the 
Government, institutions, hospitals and charitable dis¬ 
pensaries. There is also no organisation at present for 
the implementation of any policies for educative or 
other propaganda in the direction of prohibition. The 
present policy of the State is based on the principle of 
the maximum revenue with the minimum consumption. 

(b) The rate of duty on State and Indian -made foreign 
liquor is Rs. 70 and on spirituous medicine Rs. 17-8-0 
and Rs. 5 as mentioned above. Increasing tendency to 
put alcoholic liquors on the market in the guise of medi¬ 
cinal preparations is not noticeable. 

The proposal of Central Government to enact a law 
for the levy of uniform rates of Excise duty on medici¬ 
nal and toilet preparations containing alcohol has 
already been pgreed to. 

Section III— Other Remarks 
Nil. 

/ 

ANNEXURE ‘A’ 

Bill amending the Hyderabad Abkari Act of 1316 F. 

(Ref.: page 33) 

Main Provisions of the Bill amending the Hyderabad 
Abkari Act of 1316 F. 

1 . Embodies a formal provision. 


(m) The existing definition of the term ‘manufacture’ 
is very vague and does not embrace all the practical 
aspects of the term and therefore that tyhich is given 
in the .Madras Abkari Act has been copied here. 

(n) For all practical purposes the essential terms 
‘Bottle’, ‘Rectification’, ‘place’, ‘materials’ and ‘sale or 
selling’ require to be defined and as they are missing 
in the existing Act provision has been made for them 
by inserting these terms at serial Nos. 18 to 22. 

3. There was no Board of Revenue when the Act 
was first drafted. Now that a Board of Revenue has 
been established and many important administrative 
functions are being discharged by it the provision con¬ 
tained in the proposed clause (e) is considered neces¬ 
sary. This provision has been taken from Madras 
Abkari Act. 

4. As the designation of the former Taluqdars has 
been substituted by the term ‘Collector’, this amend¬ 
ing provision is made. 

5. (1), (2) & (3) In connection with the rule making 
power of the Government some subjects are enumerat¬ 
ed in clauses (g), (h) and (i) of sub-section (2) of sec¬ 
tion (3). As some important subjects have not been 
mentioned therein they are inserted by this amend¬ 
ing provision. 

(4) The existing clause (1) of sub-section (2) of sec¬ 
tion (3) in respect of Government’s rule making power 
provides for ‘any other matter for the purpose of this 
Act’. 


Nevertheless without prejudice to the generality of 
the said provision it has been considered necessary to 
mention some more subjects specifically as re-embodi¬ 
ed in the proposed clause (1) to Q of sub-section (4) 
of Section (5) of the draft amendment bill. Of these 
fresh provisions those at clauses (m), (n) and (o) have 
been copied from the Madras Abkari Act. 


2. (a) The existing definition of the term ‘Abkari 
Revenue’ is limited in its scope. It is thought desirable 
to give the term a wider connotation by introducing 

the words ‘or of any other.to liquor’. This has 

been copied from the Madras Abkari Act. 


(b) The word ‘Commissioner’ has not been defined 
in the Act whereas it has been defined in the Madras 
Abkari Act. As this expression is important and is 
referred to in the body of the Act more than once its 
definition has been inserted. 


(c) The definition of ‘Taluqdar’ as given in the Act 
. n f date In view of the abolition of Jagirs and 
lS LhLa etc no officer of such estates need be styl- 
Hence the definition of ‘Collector’ given 
t the Cas Abkari Act .has been copied here. 


6-2 T. E. Com. 55 


6 . The establishment of distilleries, warehouses con¬ 
nected therewith-and public warehouses for the . issue 
of alcohol under bond that is obtaining at present has 
no legal basis. In the Madras Abkari Act by an 
amehdment a specific provision has been made at Sec¬ 
tion 13-A in order to meet such contingency. It has, 
therefore, been felt expedient to have similar provision 
introduced in the Hyderabad Abkari Act so as to 
obviate the legal discrepancy; hence the need for 
Section 4-A. 


In practice the Government ,have been from time to 
time by notification exempting liquor or gulmohwa 
from all or any provisions of the Act. Tribal areas are 
granted special privileges in regard to the tapping of 
sendhi yielding trees for their bona fide home consump¬ 
tion as also in respect of provision of gulmohwa. 
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Medicated wines containing less than 20 per cent of 
proof spirit and medicinal preparations have been 
exempted from all the provisions of the Abkari Act. 
But there has been no legal provision in the Abkari 
Act itself. Hence the need for Section 4-B which is 
copied from Section 71 j of the Madras Abkari Act. 

7. The existing Section (6) of the Act was enacted to 
enable the Tahuddars in the Tahud System to issue 
licences for the tapping of trees. But as this system of 
contracts has been substituted by the shop-wise auction 
system (more often styled as the Madras System) the 
contractors are not entitled to issue tapping licences. 
But on occasions of festivals and social ceremonies, etc. 
licensed vendors of sendhi are allowed by Government 
order to issue sendhi to customers in quantities over 
and above the maximum quantity prescribed for legal 
possession. Therefore, this Section has been drafted to 
legalise this practice. 


8. Section 7 of the Act enacts provision enabling the 
Government to hold defaulting lessee or his surety to 
the extent of surety furnished responsible for lease 
money recoverable from him in case of default in pay¬ 
ment of the same and also to make alternate arrange¬ 
ment by cancelling the lease. But the Section is not 
properly worded and is vague. The proposed amend¬ 
ment provides for the recovery of Government dues as 
arrears of land revenue from the lessee or hi's surety. 
It also provides for prompt recovery of such dues from 
every person actually running the lease. This corres¬ 
ponds to Section 28 of the Madras Abkari Act, of course, 
with a slight variation. 

9 & 10. The words proposed to be deleted are super- 
flous inasmuch as 'the word ‘Transport’ used in the Sec¬ 
tion connoted the same as is meant by so many words. 

Sub-section (2) of Section 8 and sub-section (2) of 
Section 9 are proposed to be deleted as the exemption 
so far observed in respect of European or foreign 
liquors imported, exported or transported for personal 
use is considered to affect the State Revenues adversely. 
It is deemed expedient from the administrative point of 
view to exercise control over foreign liquors in the 
same manner as is exercised over indigenous liquors. 
In Sections 8 & 9 the term sendhi is missing. The ques¬ 
tion whether the term liquor used in these Sections 
includes ‘sendhi’ or not has been a matter of contention 
in the courts. Some courts have answered in the affir¬ 
mative and some in the negative. This ambiguity is 
meant to be removed by the insertion of ‘sendhi’. 


11. According to Section 10 of the Act some acts done 
without obtaining a license under Section 15 are liable 
for punishment. Of these the most important is the 
distillation of liquor, for which a license has to be taken 
out to render it lawful. But there are one or two 
instances where distillation of liquor is allowed without 
a license for the purpose of bona fide home consumption. 
In order to legalise such practice the proviso proposed 
to be inserted at the end of Section 10 is considered 
necessary. 

fl<S 


15. Since the grant of proprietary rights to pattadars 
over the trees owned by them, it has been felt necessary 
to impose certain obligations on the pattadars in res¬ 
pect of trees tapped on their lands without payment 
of duty leviable thereon. In Section 19 of the Madras 
Abkari Act, there is a provision to this effect. It is 
felt desirable to have similar position incorporated in 
the Hyderabad Abkari Act to ensure prompt realisation 
of tax in respect of tree being tapped unlawfully. 

Again in the proposed Section 13-B certain duties of 
the pattadars are laid down as to the letting out of the 
private owned Abkari Trees and the mode of payment 
of proprietary right thereof. 

16. It has been considered to do away with the term 
‘shikmidar’ while retaining only ‘partner’ in Section 4.4 
of the Act, as it is likely to create confusion. 

17. The words ‘accepting the conditions in the license’ 
are considered to be very much limited and therefore 
they are proposed to be substituted by a version sus¬ 
ceptible of wider scope; these, in fact, are the words 
used in Section 25 of the Madras Abkari Act. 

18. A formal amendment. 

19. Section 39 of the Act enacts as to how articles 
seized under the provisions of the Act may be disposed 
of but there is no provision in the Act as to what arti¬ 
cles could be seized by the Excise officers. Section 65 of 
Madras Abkari Act enacts as to what things are liable 
to confiscation while Section 66 of the same Act enacts 
as to the mode of disposal of such articles. As this is 
an important provision it has been provided for in the 
proposed Section 19-A. 

20. A formal amendment. 

21. This Section purports to impose an obligation on 
every Government employee of the State to report of 
any offence immediately it shall have come to his know¬ 
ledge with a view to. ensuring effective prevention of 
Abkari offences. This has been taken from Section 38 
of the Madras Abkari Act. 

22. Section 25 of the Act enacts for information to 
be furnished' by land-holders in certain cases of offences. 
To provide for cases of illegal tapping of trees situated 
on patta land Section 37-A of the Hyderabad Land 
Revenue Act has been enacted. Therefore, sub-section 
(2) is proposed to incorporate a provision for the appli¬ 
cation of the said Land Revenue Provision. 


23. Section 26 of the Act empowers certain Govern¬ 
ment Officers to hold preliminary enquiry in regard to 
Excise offences. But the wording is ambiguous and it 
contains reference to some provisions of the Hyderabad 
Criminal Procedure Code. It has been very often con¬ 
tended whether the section empowers an Inspector to 
hold preliminary enquiry without being specially em¬ 
powered to do so by the Government. In order to obviate 
such difficulties the existing version is proposed to be 
substituted by a more detailed and accurate version 
adopted from the provisions of section 40 (3) of the 
Madras Abkari Act. 


12. Section 46-A of the Hyderabad Land Revenue Act 
enacts some provisions relating to the felling of Abkari 
trees not owned by Government. Section 10-A of the 
Hyderabad Abkari Act enacts in regard to the felling of 
Abkari trees owned by Government. In order, therefore, 
to provide for the application of 46-A of the Hyderabad 
Land Revenue Act, the proposed paragraph is added to 
Section 10-A and numbered as sub-section 2, while the 
existing paragraph is numbeqpd as sub-section (1). 


13. Section (11) of the Hyderabad Abkari Act has 
recently been amended by Act No. 6 of 1951 with a 
view to prohibiting the possession of liquor or sendhi 
in belt areas adjoining the prohibited areas of other 
States. But unfortunately it does not prohibit the posses¬ 
sion of foreign liquors as it specifically embodies only 
the term ‘country liquor’ which according to the exist¬ 
ing definition means liquor manufactured in the Hydera¬ 
bad State by indigenous methods. As it is deemed expe¬ 
dient to do away with any distinction between the 
indigenous and foreign made liquors for the purposes 
of control over their imports, exports, transport and 
possession, it would be unreasonable to exempt the 
possession of foreign liquors. Then again, country liquor 
as per the proposed amendment has been defined to 
exclude liquors manufactured in Hyderabad State from 
that manufactured elsewhere in India. Hence the need 
for the deletion of the term ‘country’. 

14. The existing clause (b) of Section 13 is recast by 
providing for the payment of tree tax either in lump¬ 
sum or in instalments. This provision corresponds to 
that contained in Section 18 of the Madras Abkari Act. 


24. Section 27 of the Act empowers the Collector or 
any other Officer empowered by Government to summon 
only the accused person in course of the preliminary 
enquiry. There is no provision in the Act to enable 
the Officer conducting the preliminary enquiry to sum¬ 
mon witnesses. It is quite essential that an Officer 
entitled to hold preliminary enquiry be also entitled 
to summon witnesses. Section 44 of the Madras Abkari 
Act supports this view. In order, therefore, to introduce 
this aspect and dispense with unnecessary details of 
reference to the Criminal Procedure Code this section 
is redrafted. 


25. This is formal. 


26. The provision as is proposed to be introduced by 
Section 28-A is considered to be necessary for all practi¬ 
cal purposes. This has been copied from Section 50 4 
the Madras Abkari Act. This section enables the Magifr 
trate to proceed to try the accused directly on. receipt 
of Abkari Inspector’s report without observing, the; pro¬ 
cedure prescribed in regard to complaints in the Cri¬ 
minal Procedure Code. 


27. Power to close down Abkari shops for the pre¬ 
vention of breach of peace is given by sub-section m 
of Section 30 to the Collector or Court. In the ritv of 
Hyderabad it is deemed necessary to empower 
Police Commissioner in this behalf The P nt w * he Clty 
tained in sub-section (2) does not seem tn P K° VJSI °5 con * 
to the successful administrationof^£1 t EJri,2°?? uciv < e 
ment, as the power to close down'Abkari S?nnA? £ art ' 
given to all Police Officers irrespective of ?ank Th G ~ 
fore, the sub-section is proposed to be deleted.' 



48. It is experienced thdt offenders very often con¬ 
tinue to indulge in offences even after once being con¬ 
victed. By the addition of the rampBed proviso to sec¬ 
tion 31 the period of imprisqpmem in ease of a second 
conviction is extended to dne year, thereby providing 
for a more severe p#ftlshment. 


Main provisions of Hyderabad Agricultural Income 
Tax Act 

The minimum taxable limit is Rs. 10,000 (Section 5.) 

The tax is charged on the Agricultural Income derived 
from the following 3 main sources (Section 2). 


29. The term ’‘European Liquor’ is proposed to be 
abolished 16 Section 2 (g) of the amended biU. There¬ 
fore, it is substituted by suitable terms, keeping in 
view the various categories of liquor as denned in the 
Act 1. 


30. The existing Section 34 of the Act has been only 
recast to give a greate? precision and also to make pro¬ 
vision in regard to l#uor for which any duty leviable 
thereon is evadecL4tesides liquor unlawfully imported, 
exported and ijumufactured as ' the existing section is 
silent in this aSpect. This has been taken from Section 
58 of the Madras Abkari Act. 


31. It has been experienced that in great quantities 
denatured spirit is being consumed by persons. In order 
to check such practice the lack of adequate provision in 
the Act has been felt very much. In Madras in order to 
meet such exigency a provision was made at Section 55-A 
in the Madras Abkari Act. The same has been copied 
at 34-A. 


(a) Rent or Revenue (in cash). 

(b) Rent in kind: 

(c) produce of own cultivation. 

The Act provides the following exemptions : — 

(a) The Agricultural Income of a trustee in a trust 
created for charitable purposes before 1st April, 
1950, derived in accordance with the terms of 
the said trust (Section 2). 

(b) The Agricultural Income of a trust created be¬ 
fore 1st April, 1950 of the description known in 
Muslim Law as ‘Waqf-Alal-Aulad’ (Sec. 10). 

The following are the main deductions allowable in 
computation of net Agricultural Income (Sections 6 and 
7). 

(a) Land Revenue paid to Government. 

(b) Rent paid to landlord. 

(c) Collection charges towards the rent to the extent 
of 12 J per cent., thereof. 

(d) Maintenance of irrigation sources. 


32. The scope of the existing Section 35 is limited and 
sub-section (2) thereof deals with Administered Areas 
(Railway Lands), which is outmoded. Therefore, this sec¬ 
tion is redrafted to bring it up-to-date and give a wider 
scope to its provisions. This version concurs with the 
provision contained in section 59-60 and 61 of the Madras 
Abkari Act. 

33 The existing section 36 of the Act concerns with 
the abetment of Abkari offences: This is not properly 
drafted and does not cover all aspects that are essential. 
As such the section is redrafted to be in line with the 
provisions contained in Sections 80 and 61 of the Madras 
Abkari Act. 

34. Section 37 of the Act is outmoded. The; service 
conditions are governed by various other regulations and 
rules and as such it has to be deleted. 

35. Section 37-A is a penal provision The punishment 
provided for therein is considered inadequate to curb the 
ever increasing tendency towards the commission of Ab¬ 
kari offences and, therefore, is proposed to be enhanced 
up to Rs. 500. 

36. Section 38 of the Act which lays down a rule of 
evidence in certain cases is not properly worded and does 
not provide for all the important offences mentioned in 
the Act. The sub-section (2) in regard, to various liability 
of licenses is very vaguely worded. Hence it has been re¬ 
drafted so as to bring into its fold all important offences 
and also to leave no room for ambiguity. This is analo¬ 
gous to Section 56 of the Madras Abkari Act. 

37. Ther-^ord ‘intoxicating drug’ used in section 39 of 
the Act is irrelevant as it means, as defined in the Mad¬ 
ras Abkari Act, ganja, bhang, and their admixture and 
derivatives. It is not used in Hyderabad Abkari Act. 
Hence the need for its deletion. 

38. Formal provision. 


(e) Maintenance of capital assets purchased prior to 
1-4-1950. 

( f) Depreciation on assets purchased after 1-4-1950. 

(g) Expenses on cultivation. 

The Act provides a relief to the liindu Undivided 
Family in the following manner : — 

(a) If the income of an individual member of the 
Hindu Undivided Family exceeds the taxable 
limit of Rs. 10 , 000 , the total income of the Hindu 
Undivided Family is taxed at the average rate 
applicable to the income of the said member. 

(b) If the income of such member falls below the 
taxable limit, the total income of the Hindu 
Undivided Family is taxed at a flat rate of 6 
pies a rupee. 

Amendment to the Act 

As it has already been stated in the opening para¬ 
graph, the first assessment year under the Act under 
consideration was 1950-51. However, the State had its 
own special feature in respect of the levy of Income 
Tax on Agricultural and Non-Agricultural Incomes right 
from 1357 F. (1947-48). As such the first assessment 
year also i or the Agricultural assessees, in the State, 
was 1357 F. (1-10-1947 to 30-9-1948). 

On the financial integration of the State with the 
Centre, it was noticed that in several cases the assess¬ 
ments for the year 1357 F. and 1358 F. were not com-, 
pleted by the then Income Tax Authorities. As the Centre 
had lost jurisdiction over the assessments of Agricul¬ 
tural assessees, such cases were brought under the juris¬ 
diction of State authorities, i.e.. Agricultural Income Tax 
Department. An amendment to this effect was brought 
in Section 51 of the Agricultural Income Tax Act. 

As regards the pending assessments for the year 1359 
F., the State authorities have been empowered to com¬ 
plete such assessments. 


39. By this the provisions relating to the composition 
of offences are made applicable to the newly inserted 
offences at Sections 32-A and 34-A. The maximum 
amobnt of composition is raised to Rs. 1,000 from 
Rs. 200 .* 

40. By this amendment it is proposed to enable the 
lessees to cause all amounts due to them to be realised 
through, the Collector concerned from every person who 
may have been in actual possession of the lease con¬ 
cerned. 

41. Section 45 of the Act deals with appeals and re¬ 
visions in Excise cases. This is very vaguely drafted and, 
therefore, a detailed provision in this regard is inserted 
at 5 ( 4 ) of the draft amendment, which is taken from the 
Madras Abkari Act. Hence the need for the deletion of 
Section 45. 


AGRICULTURAL INCOME TAX 


For all the above three' fasli assessment years; i.e., 
1357 F., 1358 F. and 1359 F., the cases are to be com¬ 
pleted in accordance with the provisions of the Hydera¬ 
bad Income Tax Act, 1357 F. as amended by the Agri¬ 
cultural Income Tax Act. 

Rates of Levy 

The rates of levy of tax under the Agricultural Inr 
come Tax Act are as under : — 


O.S.* O.S.* 


On the first . 

• 


1,500 

Nil. 

pies a ruj 

Oh the next 

• 

• 

3.500 

6 

Do. 

On the next 

• 


5,000 

ia 

Do. 

On the next 

• 

• 

5,000 

24 

Do. 

On the balance 

. 

. 

.. 

36 

Do. 


Section I— Factual Background 

The Hyderabad Agricultural Income Tax Act, 1950 
came into force from 1st April, 1950. Hitherto the Agri¬ 
cultural Income was being taxed, in the Hyderabad State, 
in accordance with the provisions of the Hyderabad In¬ 
come Tax Act, 1357 F. # The first assessment year under 
toe Hyderabad Agricultural Income Tax Act was 1950-51. 


These rates apply io the total Agricultural Income, 
if it exceeds the taxable limit of Rs. 10,000 O. S. The 
concessional rates have already been discussed in rela¬ 
tion with the assessment of a Hindu Undivided 
Family. 

•Rs, 7 O. S. are Equal to Rs. 6 I. G. 






Administrative Set-up 

The administrative set-up is as under: 

. The . Hyderabad Agricultural Income Tax Department 
is under the control of State Finance Ministry having 
the following authorities 

I. Commissioner ...» 

Si Deputy Commissioner (Administrative) 

3 . Deputy Commissioner (Appellative) 

4 . Agricultural Income Tax Officers 

5 . Surveyors. 

Assessments are completed by the Agricultural In¬ 
come Tax Officers on the basis of their examining the 
individual cases or on submission of the notes by the 
Surveyors or Accountants. 

If the assessees are aggrieved with the above assess¬ 
ments, they prefer appeals or revision petitions, as 
the case may be, before the Deputy Commissioner 
(Appellate) or the Commissioner respectively. 

On completion of the assessments demand notices 
and challans are issued to the assessees for payment 
of tax levied. The assessees, if they do not object to 
the tax so demanded, pay the same in Government 
treasuries. If any assessee requests for payment of 
tax m instalments, he is allowed to do so with a maxi¬ 
mum number of 4 instalments. 

H the assessees are in default of payment of tax, 
the matter is referred to the Revenue Authorities for 
collection of amount in arrears as an arrear of land 
revenue. This procedure, however, takes its own time 
and does not keep pace with the short span of financial 
year at the hands of the department. 

Cost of Administration 

Cost of administration for the financial years : — 

1950- 51 No separate establishment 

1951- 52 O. S. Rs. 32,294 or I. G. Rs. 27,680-9-2. 

1952- 53 O. S. Rs. 33,610 or I. G. Rs. 28,808-9-2. 

1953- 54 Budget Estimate Rs. 67,000-0-0. 

As stated above the department does not incur any 
separate expenditure for collection. r 

♦ 

The ratio between the cost of administration and that 
under^— S ^ or ^oth the above financial years is as 


* 95 «- 5 a 

« 95«-53 


a- 6 % 

8-3% 


ent M h u, de p artment has simply to rely upon 
?^ ai abe from the revenue officers or pro- 
fnrtnthL tbe . a ?. sessees .^respect of the land holdings 
and other details required for assessment purposes. 

. I® e *P ect ® d th at this difficulty would be removed 
to a considerable extent on the completion of the Land 
Census Scheme that has been taken up by the State 
Government, recently. * tcUe 

Trends of Receipts and arrears 

fir i anci ,? 1 l ear 1951 - 52 the ratio between 
the demand and collection was 3:2. This went down 
during the subsequent financial year, i.e,, 1952-53 1 • 1 
The mam reason for this fall in receipts can’ oniv 

both^hP v t6 n t0 t A S finar ? cial status of the P assessees for 
both the years. As previously stated during the former 
financial year the department completed the assess- 
ments creating huge demands. Against this the Depart- 
T plet? comparatively smaller cases dur- 
ing the letter financial year, who have been delaying 
clearing of the due, which is delaying collections thus! 
resulting in the above fall in the ratio of recepits 

Tax Evasion 

Question^m ^ *** please refer to answer to 

Section II— Answers to Main Questions 

Question No. 139. 

A few States levy agricultural Income-tax but in 
almost bone is it among the more imnnri-m* _ u * ln 
of revenue; the progress® of la^efSTm SSS 
reduce its yield. Would you, in order To Sase the 


yield from this tgx or for other reasons (which may 
please be specified), make major modifications in the 
present system of taxation of agricultural income? If 
so, please indicate the modifications you would make. 

At present, the total number of agricultural Income- 

h^it aS nf S wf s rninl **«Hn taxable 

S. .Rs. 10 , 000 ), the ..depart¬ 
ment has collected the fallowing amounts dutta* the 
vears :■— : 


past two financial years :? 


»95*-5» 

*952-53 


I.G. Rs. 
10,31,449 

3.45»693 


The above figures will reveal that the income has 
considerably fallen down, during the year 1952-53 
when compared with the year 1951-52. 

M the revenue is due to the abolition of jagirs 
and other agricultural incomes. Secondly, several big 
cases, which were not completed by the income-tax 
f^honiies previously, were completed during the year 
1951-52 after the separation of Income-tax Department 
and Sples-tax Departments by the Agricultural Income- 
tax Department. This source has almost ceased to exist 
during the year 1952 - 53 . 

Excepting a few big landlords, all assessments made in 
respect of Agricultural Income-tax pertained to small 
cases. 

During the current financial year i.e., 1953-54, with the 
present taxable limit of Rs. 8,571-6-10 the department 
does not expect to collect more than Rs. 3,50,000. 

Since the joint family system is breaking quickly, the 
land holdings are now distributed amongst several 
members of the family; the present taxable limit of 
Rs. 8,571-6-10 will further lessen the revenue during 
the year 1954-55. 

If the minimum taxable limit is reduced to Rs. 3.000 
(as prevailing in other States) the number of cases will 
8 ° a «P to *>■ 8 . 000 . The income therefrom is to be elti- 
mated in the following two ways :— 

(i) If the forthcoming land reforms are going to put 
a ceiling on the land holdings to the extent of 
a net income of Rs. 3,600 the department will 
have to tackle cases of unifortn nature having 
an income ranging from Rs. 3,000 to Rs. 3,800 
in which case revenue from this source can be 
estimated at Rs. 6,00,000. 

(it) If any ceiling is not fixed on the land holdings, 
th „e taxable proposed, viz „ Rs. 3,000 instead 
of Rs. 8,571-6-10 (O. S. Rs. 10,000), the revalues 
can be estimated at Rs. 12,00,000. 

Question No. 140. 

In particular, do your suggestions involve : 

(a) correlation, and if so, to what extent, of agri¬ 
cultural with non-agricultural income-tax 

(b) alteration and if so, in what manner, of the 

As regards (a), if the correlation suggested takes the 
form of the levy of a single tax on the total of non-agri¬ 
cultural and agricultural income, instead of the present 
separate Central and State taxes, please deal with the 
constitutional, administrative and other problems involv¬ 
ed, including the apportioning of proceeds amcyig State 
Governments. Alternatively, if the State Government 
h, * e P?rately to levy a tax on agricultural in¬ 
come, but the rates of levy are based on the total of 
the two types of income, agricultural and non-agricul¬ 
tural, what are the specific problems which arise, and 
how would you deal with them ? 

-As re S a -Tds (b), please indicate the probable net effect 
of the suggested measures on the revenues of Govern- 
men t. What administrative or other issues are involved 
and how would you deal with them ? V ' 

. The best possible course would be as was provided 
^^• Hyder , a ^ d In 9°F e Tax Act (Section 22 ) with the 
alteration of the minimum taxable limit to Rs. 3,000 
instead of Rs. 8,571-6-10 (O. S. Rs. 10,000). 

Section 22 of the said Act reads as below : — 

“Where the total income of an assessee includes in- 
come chargeable under the head ‘Agricultural Income’ 
the tax (income and super tax) payable shall be reduced 
by a sum calculated at the average rate of tax on the 
amount of the agricultural income not exceeding 
Rs. 10,000 included in the total income : 
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Provided that the tax shall be payable on such part 
of the agricultural income as exceeds Rs. 10,000. 

Explanation. —Average rate of tax means the rate 
determined by dividing the amount of tax payable after 
deducting any relief granted under the other provisions 
of the Act by the total income of the assessee”. 

(b) The levy of the rates of land revenue has not 
been altered since several years, though the income from 
the lands has increased recently from 8 to 10 times. If 
an increase in the rate of land revenue is brought, it 
will naturally result in considerable increase in land 
revenue also. In such case, there will be no need of 
having Agricultural Income-tax. 

Question No. 141. 

The taxable income in absence of accounts is deter¬ 
mined in the following manner : — 

(i) The total extent of land holdings of a particular 
assessee is ascertained from the revenue records speci¬ 
fying full details regarding : 

(a) Area under self cultivation. 

(b) Area under Batai cultivation (given for lease in 
kind). 

(c) Area under tenants. 

(d) Area remaining fallow. 

In respect of items (a) and (b) above, the area under 
each crop is also ascertained from the revenue records 
and the details of seeds consumed, if available. 

As regards the determination of yield of various com¬ 
modities or particular crops, the agricultural statistics 
available from the Statistical department or from the 
Revenue Authorities are made basis. 

As regards expenses of cultivation harvesting and 
preparation for market, etc., the lands are classed and 
treated as shown below : 

There are three varieties of agricultural lands in the 
State 

(a) Wet lands (irrigated by canals or tanks). 

(b) Bagat lands (irrigated by wells). 

(c) Dry lands. 

On scrutiny of accounts in several cases and other 
enquiries, it is revealed that the cultivators have to ren¬ 
der a major portion of their gross receipts varying from 
i to i from wet and Bagat lands, respectively, as ex¬ 
penditure thereon for the reasons given below: 

(a) Rate of land revenue will generally be at much 
• higher rate varying 5 to 10 times of that of dry 

land; 

(b) More quantity of seed is required for wet and 
Bagat lands; 

(e) In several cases the cultivators have to make 
special arrangements for irrigation; 

id) Manure is required in a greater quantity and of 
higher quality for these lands as compared 
with the dry lands. 

(e) The cultivators have also to incur additional 
expenses in respect of transplantation of seed¬ 
lings, etc. 

In respect of dry lands, expenses do not exceed 50 
per cent, of the gross receipts for reasons stated above. 
As such, assessees are allowed expenses varying from 
to i of gross yield as expenditure for wet including 
agat and dry lands respectively. 

(ii) Agricultural losses owing to a calamity or other 
reasons are carried forward to subsequent years. 

In this connections, no such alternative as suggested 
in the questionnaire for averaging the income over a 
number of years is suggested, because provision has 
already been made for carrying forward of losses as 
stated above. Besides annual completion of assessments 
will he facilitated. 

(Hi) There are already provisions for allowance of 
depreciation towards implements and carts, means of 
irrigation i.e., wells, etc, and buildings. As regards live¬ 
stocks, the expenditure is treated an allowance as 
•Deferred Revenue Expenditure' 


Question No. 142. 

Proposed rates are as under : — 
(a) Without any ceiling on land holding 


On the first . ■ 

. Rs. 1,500 

• 

. Nil. 

On the next . 

. Rs. 3,500 


. € pies. 

On the next . 

. Rs. 5,000 

• 

. ia „ 

On the next.. 

. Rs. 5,000 


• 24 „ 

On the balance 

, 


3 6 » 


The level of economic development in the different 
States varies widely and as such it would not be practi¬ 
cable to have uniform rates of assessment in respect of 
all States. 


LAND REVENUE AND LAND CESSES 

Section I— Factual Background 

Please Refer to the General Note on Land Revenue 
(Memorandum) 

Section II— Replies to Questions 
Question No. 143. 

The system followed for all areas in Hyderabad is of 
periodical settlements. This system should be extended 
in other States to all areas to be brought under ryot- 
wari tenure as there is no reason why the State should 
be deprived of any share in the increment in land values 
or in the agriculturists’ profits. Land revenue is an im¬ 
portant source of revenue to Government in an agri¬ 
cultural country and it should therefore bear some 
elasticity to secure to the community its fair right in 
the increasing prosperity of agriculturists. 

Question No. 144. 

(i) Period of guarantee .—The term of settlement in 
Hyderabad has been fixed differently for different areas. 
In Marathwada districts having black cotton soils and 
few irrigation facilities the term has been 30 years. In 
Telengana districts, it has been generally 20 years. There 
has been considerable diversity of opinion as to whether 
the term should be as short or as long as possible. In 
the present times and in the tracts where economic 
resources are developing fast the opinion will be in 
favour of a shorter term as it would enable the State 
to absorb a proper share of the unearned increment in 
land values or in agricultural profits which result from 
the general progress. Since the first World War prices 
have been fluctuating rapidly and a shorter term under 
these circumstances would also guarantee speedy relief 
to agriculturists through lowering of assessments in the 
event of declining prices. The term should not be too 
short as the cultivator would then lose incentive if he 
knows that his improvements and investments are to 
be reassessed within / a shorter period. Our' opinion 
therefore is that the period of guarantee should not be 
more than 20 years, and not less than 10 years. 

(ii) Scope of guarantee .—Reply to this would depend 
upon the principles of assessment adopted in any State. 
In Hyderabad assessment is on land and is fixed with 
regard to the use to which it is put. It does not depend 
upon any considerations of ownership of land, and it 
should not really be so related as it savours of undesi¬ 
rable discrimination tempting people to resort to ficti¬ 
tious transfers, etc. Fixation of assessment on the basis 
of crops grown, yields or prices would involve field to 
field assessments every year. In addition to throwing 
enormous and complicated work on the assessing agen¬ 
cies it also introduces an element of uncertainty in 
revenues of the State. It is not likely to bring additional 
revenues and would instead allow scope for leakage of 
revenue and for malpractices among the lower ranks of 
the administrative departments. 

Fixed assessment should vary only with area and the 
use of land (whether for agricultural or non-agricultural 
purposes) and should not vary because of transfer of 
the land from one proprietary body to another or with 
reference to different crops grown or for varying yields 
or prices. Yields and prices are already largely reflected 
in the assessment as they are taken into account while 
fixing the rates at the time of settlement. Their 
fluctuations from year to year need not therefore have 
a direct bearing on annual assessments again. 

If however growing of any particular crop (such as 
sugarcane) appears to be very lucrative in any parti¬ 
cular season and it is found advisable to absorb a part 
of the heavy profits made, the State Government may 
levy a surcharge on such crop through separate legisla¬ 
tion. 
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(Hi) Basis of assessment. —As mentioned in the Gene¬ 
ral Note on Land Revenue the assessments in Hydera¬ 
bad have been fixed empirically on the basis of the 
previous rates, rates in the adjoining areas and other 
general factors such as yields, prices, facilities for 
marketing, etc. 

As regards the basis of assessment our opinion is that 
annual net income that is the gross produce less the 
cost of production, would be a more scientific basis for 
assessments as it would allow for the labour of the 
cultivator and his family and also return for the enter¬ 
prise. But this system is liable to be very complicated 
as the income varies from crop to crop and season to 
season requiring intensive field inspections, enquiries 
regarding cultivation expenses, prices of agricultural 
commodities, etc., for assessment of income. It is also 
likely to introduce an element of uncertainty and high 
variability in the receipts from land revenue while the 
assessment costs would be heavy. It is suggested that 
the present system of land revenue assessment with 
periodical revisions should continue. 

The element of progression is practically very difficult 
to be introduced it would bring considerations affecting 
the individual holders in the annual fixation of assess¬ 
ments and would tempt people to sub-divide their hold¬ 
ings to levels smaller than they charged at the lowest 
rates. 

Some recent enquiries in Hyderabad have shown that 
60 % of the landholders hold less than 15 acres each. 
The introduction of progressive rates for larger estates 
would not practically bring much additional revenue to 
the State. At least these large holdings would not con¬ 
tinue for long with increased assessments and would 
tend to break up. The larger groups of land-holders 
should therefore be taxed in some other way such as 
Agricultural Income tax or through something in the 
nature of a succession duty or both. 

Hyderabad has introduced Agricultural Income-tax 
The exemption limit for agricultural incomes is 
Rs. 5,000 per annum. This tax has been dealt with 
separately. 

(iv) Incentive to production. — (a) Larger agricultural 
production. —The proportion which land revenue bears 
to gross produce is very small and concessional assess¬ 
ments for higher production may not actually matter 
much to the cultivator. The larger produce is itself a 
good reward and a strong incentive to him. Any pru¬ 
dent cultivator would also know that the State is not 
going to tax his improvements or higher yields. Conces¬ 
sional assessments with reference to larger production 
are not likely to work as additional incentives. At least 
the effects would not justify the loss likely to be sus¬ 
tained by the State. 

(b) Shifts in Production. —Regulation of assessments 
for shifts of crops is very difficult to practise. Shifts are 
governed by usual rotation of crops or by the prices 
obtaining in the market. With the high prices now 
prevailing land revenue is no longer a serious burden 
on the cultivator. Its variations, because of such shifts 
will naturally be insignificant to him and the benefits 
of rotation or the possibility of his getting more cash 
returns for a particular shift will far outweigh the'con¬ 
siderations of the difference in assessments. Moreover 
this factor would introduce an element of uncertainty 
in. the revenues and would mean more scriptory and 
inspection work to revenue staff with opportunities for 
harassment and corruption. 

(c) An incentive for capital improvements to land 
may be provided in the following two ways : 

(i) A rebate of 2% in the interest that is chargeable 
on the Taccavi may be granted, provided the 
loans are repaid in time; and 

(ii) Interest may be waived in the case of short¬ 
term Taccavi. Almost all land holders are likely 
to avail of such a facility and it is not neces¬ 
sary to regulate the rates of assessment to 
induce capital improvements to land. In respect 
of the few that may not take Taccavi, the in¬ 
creased yield itself should prove sufficient in¬ 
centive, specially as the higher yields do not 
involve increase in the land revenue rates. 

(v) Payment in Kind. —Payment in kind would involve 
the following practical difficulties : — 

(o) Prices would vary from year to year; 

(b) There is a variety of crops grown on fields; 

(c) There is a chance of some cultivators paying in 
deteriorated or spoiled grains or different quan¬ 
tities getting mixed up; 

(d) There is a risk of loss of weight because of dry 
ing and deterioration. 


The system would not bring any advantage even to 
the cultivator. The question of transport from the 
village to the grain stores or to the market places would 
also be difficult. We do not therefore see any merits in 
the system of payment in kind and would not therefore 
recommend it even as a partial payment of land 
revenue. 

(vi) Uniformity between States .—The future pattern 
of land tenure all over India is to be the ryotwari ten¬ 
ure. The system,of periodical settlement should alwrbe 
adopted uniformly for all parts of the country. It would 
be desirable and possible also to achieve uniformity bet¬ 
ween different States in principles of assessments and 
period and scope of guarantees. Soils vary from place 
to place and net profits depend more on factors like 
communications and trading facilities. Uniformity in 
actual rates of assessment is thus neither possible nor 
desirable under widely differing economic conditions. 

Question No. 145. 

In regard to resettlements as distinguished from ori¬ 
ginal settlement, additional principles suggested may be 
regarding : 

(a) Curtailment and simplification of procedure; 

(b) Taxation on improvements; 

(c) Limitations on enhancements; 

(d) Legislative control; and 

(e) Opportunity to represent against the revision 
settlement proposals to people concerned or to 
public bodies and for appeal against proposals 
before they are sanctioned or introduced. 

(a) the procedure prescribed for revision settlement 
includes consideration of many factors bearing on the 
history of land revenue in the tract. In practice, how¬ 
ever, rates of assessments have been revised mainly 
with reference to changed prices. With increased com¬ 
munications and scientific methods of recording prices 
the cumbersome procedure for studying economic con¬ 
ditions as prescribed .for revision settlements now 
appears to be unnecessary. It should therefore be sim¬ 
plified and the principles on which the rates will be 
revised should be definitely laid down. 

(b) In Hyderabad lands are not reclassified, and im¬ 
provements made on the land by the occupants are not 
taxed during revision settlements, but there is no statu¬ 
tory prohibition against this. The law should provide 
that enhancement of assessments shall be based on 
general considerations and not on the increase of value 
of particular fields and that the occupants shall enjoy 
entire profits of improvements made at their own cost. 

(c) There are no statutory limitations on enhancements 
made during a revision settlement. In order to prevent 
too sharp enhancements the statute should provide for 
an upper limit. A limit 25% is suggested. 

(d) Land revenue is an important tax in an agricul¬ 
tural country. The imposition of new burdens should 
therefore be brought within the purview of the legisla¬ 
ture. The law should at least indicate principles on 
which assessments would be revised and grounds on 
which enhancements would be made. 

(e) As the assessments would directly affect the well¬ 
being of the primary producers of food and raw mate¬ 
rials, it is necessary that the proposals for revision 
settlement should first be published and objections 
invited. The law may also provide : — 

(i) that the revision settlement proposals and the 
objections received against them may be placed 
before the State Legislature before orders are 
issued by the Government, or 

(ii) that persons likely to.be affected by the revision 
settlement proposals may ask for a reference to 
the Revenue Tribunal on which judiciary is 
represented. 

Such publication or reference to a semi-judicial autho¬ 
rity may involve delay and inconvenience to Govern¬ 
ment but not to the extent of embarrassing it. The Gov¬ 
ernment also should not mind it in the interests of the 
tax-payers. 

Question No. 146. 

In the cases of overdue resettlements a levy of’ special 
assessments or surcharge at a fixed percentage on the 
existing assessments is recommended. In this State 
about 66 taluqas are now overdue for resettlement and 
a special assessment at 2 annas in a rupee of land 
revenue on dry lands and at 1 anna in a rupee of land 
revenue of wet lands has been imposed from the current 
year in these areas. The additional revenue is estimated 
to be Rs. 17 lakhs. 
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The levy of special assessment or surcharge should 
not be graduated with reference to crops grown or the 
size of holding, because of administrative difficulties and 
opportunities for malpractices. It should be fixed at 
a flat rate at least for a taluqa as an unit. 

If areas exhibit disparity in the existing assess¬ 
ments because of the settlements having been under¬ 
taken at different times, the special assessment may be 
regulated to reduce such disparity as far as it is possi¬ 
ble. For areas having higher assessments special assess¬ 
ment may not be imposed at all. .For areas with lighter 
assessments, it may be regulated so as to make the total 
as uniform as it is possible. 

Question No. 147. 

After integration of Jagirs, Hyderabad Government 
had laid down the general policy that the assessments 
in ex-Jagir areas should be brought to level of adjoining 
Government villages. Many of the ex-Jagir villages were 
found to be unsurveyed and others not having any 
reliable land records. A few of them had some illegal 
cesses and fees levied by the ex-Jagirdars also. All such 
levies were abolished and the incidence of land revenue 
is being compared with the average rates of assessment 
prevailing in the adjoining Government villages. Where- 
ever such scrutiny showed a disparity, the rates have 
been brought down by ad hoc percentage reductions to 
confirm with the surrounding villages pending re-survey 
and re-settlement. A detailed cadastral survey is being 
prepared for these villages and regular settlements are 
being introduced. In the meanwhile the scrutiny of 
average rates continues. Such ad hoc reductions should 
be possible in all newly merged areas of Part A and 
Part B States where they are found to be necessary. 

Question No. 148. 

The assessment in such areas should be regulated 
with reference to assessments obtaining in the surround¬ 
ing or in the nearest areas held on ryotwari tenures 
already. The special problems mentioned (i), (ii) and 
(iii) will have to be tackled with reference to each indi¬ 
vidual case and pending settlement on a scientific basis 
they should be dealt with on executive experience and 
judgment on definite rules of thumb. 


Question No. 149. 

In order to encourage co-operative farming the State 
may reduce land revenue on lands which are merged 
to form a co-operative farm in the early years of each 
farm. The concession to co-operative societies may be 
in the shape of a reduction of land revenue at a fixed 
percentage. This can be provided in the Land Revenue 
Rules and the principles of assessment need not be 
modified for this purpose, as after the farms have esta¬ 
blished themselves, they should be able to pay the nor¬ 
mal assessments. Land revenue being one of the impor¬ 
tant sources of Government revenue, the State cannot 
afford to continue the concession permanently. 

Question No. 150. 

-if 

(i) 'Inam was previously treated as a preferential ten¬ 
ure in so far as it was considered to be a ryotwari land 
with exemption of in whole or part land revenue. The 
opinion now held is that inspite of exemption of land 
revenue wholly or in part, inam is a restricted tenure 
and by its conversion into ryotwari land. Government 
forego their reversionary claims while it gives full 
rights of alienation to the Inamdars. This view has led 
to the conclusion that inams need not be compensated 
in the event of their enfranchisement. A further argu¬ 
ment is that no one can claim permanent immunity from 
taxation and the fact that some concession was shown 
in the past cannot be held to bind the hands of Govern¬ 
ment from levying full assessment on inam lands for all 
time. The Hyderabad Inams Enfranchisement Act 
applies to all kinds of inams except those granted for 
religious or charitable services or held for services 
rendered to the village community. It is true that the 
assessment at present constitutes only a small fraction of 
the income from the land and the levy of full assess¬ 
ment will not be felt as a great hardship and that 
enjoyment of the land alone will be sufficient induce¬ 
ment for paying the full assessment. But the services 
have to be continued as now and the proposal of abo¬ 
lition of concession in land' revenue without releasing 
the holder from the obligation to render service is not 
equitable. The services performed at present are cer¬ 
tainly more valuable than the inam would signify. 
They are performed among other reasons as customary 
obligations and for retaining old status in the village. 
Continuation of such inams as at present is recommend¬ 
ed. 

(ii) Concession in land revenue, both ad hoc and regu¬ 
lated, etc. There should be no concession in land revenue 
either ad hoc or regulated on lands sold or trans 
ferred on special or ordinary tenure to special classes 


of lessees. Concessions in such cases should be confined 
to the price fixed for sale or transfer and not in the 
land revenue charged except where land is to be reclaim¬ 
ed at a heavy cost. For educational or charitable insti¬ 
tutions and for co-operative societies concessions may 
be given at a prescribed percentage of land revenue 
assessments, but they are not really necessary. 

(iii) Suspensions and remissions .—The practice in 
Hyderabad has been described in the General Note on 
Land Revenue. In the case of wet lands, assessment 
(including water rate) is fixed with reference to normal 
crop. Remission is provided for complete or partial fail¬ 
ure of crops even in individual cases because lands 
under irrigation do not yield a normal crop if water 
supply is not adequate. The rates of assessment being 
heavy the cultivator is not able to pay land revenue in 
a bad year, while he gets enough in a good year. The 
policy adopted for wet assessment is of high rates for 
normal crops with provisions of remissions in bad years. 
On the contrary assessments on dry lands are based on 
the basis of average years: i.e., a margin is left for bad 
years. The variety of crops grown and the low rates of 
assessment enable the cultivator to bear the burden 
even in a bad year unless there is continuous drought. 
This is why remissions in individual cases are not 
sanctioned for dry lands. 


Question No. 151. 

Lands classed as agricultural that now form part of 
an urban area and are used for non-agricultural pur¬ 
poses should be classed as non-agricultural lands and a 
ground rent should be charged upon them at rates 
varying with reference to the annual rental values in 
such areas. The units for such assessments should be 
the individual urban properties. The assessments 
should be made after and on the basis of a city travers 
survey and ground rents once fixed should be guaranteed 
for a period say for 10 years. In the case of agricultural 
land in rural areas used for any non-agricultural pur¬ 
pose, an additional non-agricultural assessment at a 
fixed rate should be imposed and recovered along with 
the land revenue. The rate should be fixed with refer¬ 
ence to the net profits derived from such non-agricul¬ 
tural use. There should also be an element of a penalty 
for making the soil permanently unfit for agriculture. 

Question No. 152. 

The administrative system so far as it is concerned 
with the collection of land revenue is fairly adequate. 
In Hyderabad a gradual replacement of hereditary 
village officers by stipendiary staff is under contempla¬ 
tion. The number of Revenue Inspectors should be in¬ 
creased so as to reduce their Charges to less than 30 
villages in dry areas and less than 15 villages in irriga¬ 
ted areas. Some taluqas and districts are large and 
unwieldy. Improvement in this direction would depend 
upon financial resources of the State and would cer¬ 
tainly take some time. The functions of the revenue 
staff have enlarged to a great extent owing to expand¬ 
ing development activities. The appointment of separate 
village-level workers for development and extension ser¬ 
vices is under contemplation. Inspite of enlargement 
of duties of the revenue staff, they have continued to 
be an efficient machinery for assessment and collection 
of land revenue, but if they are to take on more work 
it can only be at the expense of their normal revenue 
duties. 

Question No. 153. 

There has been no tendency to delegate functions of 
the State Government in respect of land revenue to 
local bodies. No such delegation has been so far made 
in' Hyderabad. Such delegation would not be adminis¬ 
tratively desirable except in the case of non-agricultural 
assessments or ground rents recoverable in the jurisdic¬ 
tion of local bodies. For ground rents and non-agricul¬ 
tural assessments, units of assessment in future will 
have to be individual non-agricultural properties and 
not the old survey number, etc., as shown in land 
records. The local bodies would have a ready record of 
such building properties and would also be collecting 
their taxes from each of them. It would, therefore, be 
desirable to add non-agricultural assessments or ground 
rents to their taxes and to delegate to them powers for 
their recovery. The delegation would also save a consi¬ 
derable part of the expenditure on collection incurred 
by the normal agencies. 


Question No. 154. 

(i) The basis of land cess should as at present con¬ 
tinue to be the land revenue and not the annual value 
which would be a varying factor. 

(ii) It is not considered advisable to introduce gradua¬ 
tion in the rates of land cess; Specially as the land 
revenue rate, which is the basis of such a cess, is not 
according to a graduated scale. 
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(Hi) (a) The entire land cess collected may be placed 
at the disposal of the local bodies. Its levy and collec¬ 
tion are made under various local bodies Acts and the 
entire proceeds should therefore go to the respective 
local bodies. 

(b) One consolidated cess for all local purposes is 
supported. There is a tendency now a days to avoid 
multiplicity of taxes and to introduce one single con¬ 
solidated tax even in big municipalities. No advantage 
would be gained by earmarking it for specific purposes 
even when they are closely related to the rural tax¬ 
payers. 

( iv ) There are not such problems in Hyderabad. 

Section III— Other Remarks 
Nil. 

IRRIGATION RATES—BETTERMENT LEVY AND 
IRRIGATION CESS 

Section I—Factual Background 

Irrigation rates in Hyderabad are levied under sec¬ 
tions 53 and 82 of the Hyderabad Land Revenue Act. 
The rates are consolidated with land revenue and in 
no case water rate is levied or collected separately. The 
rates are fixed at the time of settlement and are liable 
to revision after the expiry of the term of settlement. 
Sources of irrigation are classified according to the 
period for which water can be supplied. Allowance is 
also made if 'any manual or other labour is used to lift 
water. This water class (value assigned to each irriga¬ 
tion work) is consolidated and with the soil and with 
the value of individual fields for fixation of a consolidat¬ 
ed assessment. Generally speaking the consolidated irri¬ 
gation rate is more than the actual chatge for water- 
supply as it also contains an element of additional levy 
on the increased yield from the land because of irri¬ 
gation. The policy adopted during settlement has been 
of higher assessments in good years and partial or 
complete remissions in bad - years. Remissions are 
granted under the Land Revenue Rules for lands not 
irrigated for reasonable grounds or for lands where 
crops are destroyed on account of scarcity of water or 
other reasons beyond the control of the cultivator. In 
other cases irrigation of lands becoming consolidated 

assessments is compulsory. 

• 

The State Government enacted the Hyderabad 
Betterment Fees Act in 1952. They have taken powers 
to impose Betterment Fees as a charge on unearned 
increment in land values which would accrue because 
of construction of new irrigation works. The proposal 
is to absorb not more than i of the increment in land 
value as betterment levy. It is proposed to be recover¬ 
ed in 15 annual instalments, the first falling due after 
3 years from the first year of irrigation. A rebate of 
10 per cent is being provided if the entire amount of 
Betterment Fees is paid in cash within six months 
of its determination. 

Actually State Government has not so far levied 
betterment fees under any irrigation work. Draft rules 
under the Betterment Fees Act are under considera¬ 
tion and it is proposed to levy it for lands included in 
the command under the Tungabhadra Project. 

No other irrigation cess or fees is levied in Hydera¬ 
bad. 

2. There has not been any important amendment to 
the Land Revenue Act as regards irrigation rates, etc. 
As mentioned in para. ( 1 ) above, the Betterment Fees 
Act has been enacted in 1952 and draft rules there¬ 
under are still under consideration. 

Consolidated irrigation rates are fixed as maximum 
wet rates for a group of villages. They are separately 
fixed for irrigation, under flow water and irrigation 
under lift. The range of maximum wet rates in Hydera¬ 
bad is as follows : — 

(a) For irrigation under flow water—Rs. 7 to 16 
per acre. 

(b) Irrigation under lift Rs, 2-8-0 to .10-8-0 per 
acre. 

Generally no exemption is granted to any irrigated 
land* from payment of consolidated land revenue 
except in Inams which are covered by specific grants. 
Very recently the State Gpvernment has decided that 
irrigation under wells should not be taxed. The lift 
irrigation rates for lands under wells not getting any 
percolation water from any Government source) have 
therefore been reduced and such lands are now charged 
only at dry land revenue rates. This process of con¬ 
version of lift irrigation rates to dry land revenue 


rates is still continuing. The net loss of revenue in¬ 
curred by the State on account of this change cannot 
there be correctly assessed. 

In ’cases of new irrigation works a concession of 
irrigation rates is given as an inducement to the culti¬ 
vators for reclaiming the land and for bringing it 
under irrigation. The concession is not to charge any 
irrigation rate in the first year of irrigation, to charge 
i, h, 4 and full land revenue respectively in the second, 
third, fourth and fifth years. In light irrigation .yones 
where supply of water is not guaranteed and where 
it depends upon the vicissitudes of the season no irri¬ 
gation rates are fixed. It is levied at a moderate flat 
rate (Rs. 4-2-0 per acre under Nizamsagar) in the 
years when water is available and for lands which are 
actually irrigated. 

Rates quoted above are for a single Abi crop grown. 
For the second crop half of the single crop rate is again 
charged on similar basis. 

4. The Revenue Department does all the work 
regarding assessment, collection appeal, etc., for irri¬ 
gation rates. No other organisation exists separately 
for assessment or collection of irrigation rates of better¬ 
ment fees. As mentioned in the General Note on lahd 
revenue, the Board of Revenue is the highest executive 
and appellate authority in these matters. At the dis¬ 
trict, division, and taluqa levels assessment and collec¬ 
tion of irrigation rates forms part of the land revenue 
work. A skeleton staff has been temporarily provided 
in the Board of Revenue to attend to land acquisition 
and other work pertaining to Nazamsagar and Tunga¬ 
bhadra Projects. 

5. It is not possible to work out cost of collection of 
irrigation rates, etc., separately. This aspect' has been 
dealt with in para. 13 of the General Note on Land 
Revenue. 

6 . The irrigation rates being consolidated with the 
land revenue, no separate treatment is possible. The 
total demand of irrigated land is 32% of the total 
land revenue demand. The annual remissions pertain 
almost wholly to irrigated land. They are about 43% 
of the total demand of irrigated crops. The figure repre¬ 
sents both the loss ot revenue because of the breaches 
of irrigation sources, etc., and the remission granted 
because of the scarcity of water or for failure of 
crops. 

7. Arrears are included in the land revenue arrears. 


Section II.— Replies to Questions 
Question No. 155. 

(i) A betterment levy representing a portion of the 
increase in the value of land. —A betterment levy in 
addition to irrigation rates is recommended. With rising 
cost of construction of irrigation works and the higher 
cost of maintenance the State Government would be 
justified if individuals who directly benefit from new 
projects are required to meet a part of its cost. As a 
result of the construction of an irrigation work the 
value of the land covered increases considerably, not 
as result of individual but by the corporate activity 
of the community as a whole. The normal water rates 
should not be increased so as to tax that unearned 
income. A part of this unearned income should there¬ 
fore be absorbed by the State by levying a betterment 
contribution in addition to irrigation rates. 

Such a levy has been imposed in Hyderabad recently 
under the Hyderabad Irrigation (Betterment Contribu¬ 
tion and Inclusion Fees) Act of 1952. 

(ii) An irrigation rate for the • water actually sup¬ 
plied. —The State is justified in recovering through 
irrigation rates the cost of water supplied to the indi¬ 
vidual and also additional levy on the additional 
income derived from growing irrigated crops. It can 
be levied as a separate water rate or can be con¬ 
solidated with land revenue assessments. In Hydera¬ 
bad all water rates have been consolidated with land 
revenue in all cases. 

(Hi) A small compulsory cess for all lands under com¬ 
mand, whether the water is actually utilised or not. —The 
compulsory irrigation cess would be required in years 
where irrigation is not compulsory and where water 
is not required in years or periods of favourable rain¬ 
fall and is taken only when the rains fail or are 
delayed. Only in such areas a charge should be made 
for every acre of the area irrigable under an irrigation 
work whether water is actually utilised or not. The 
imposition of the compulsory cess would also mean that 
the ryot has a right for preferince in the supply of 
water whenever it is demanded; meantime he pays for 
a part of annual maintenance by the cess. 
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(iu) Any other tax or taxes, as an alternative to 
or in conjunction with the above, —Water rates, better¬ 
ment levy and irrigation cess would absorb the entire 
taxable capacity in irrigation and no other tax as an al¬ 
ternative or in addition is recommended. In the case of 
extension of irrigation under an old irrigation work by 
bringing dry land'under irrigation the betterment con¬ 
tribution may be substituted by inclusion fees assessed 
and recovered more or less on the same basis. 


Question No. 156. 

The State would be justified to absorb up to half of 
the unearned increment in land values; The Hydera¬ 
bad Irrigation (Betterment Contribution and Inclusion 
Fees) Act of 1952, accordingly provides that it should 
not exceed one half of the increment in values. The 
rules made under the Act provide for forming com¬ 
mittees with official arid nominated non-official mem¬ 
bers to advise the Collectors in the respective areas in 
assessing the betterment contribution. The following 
factors have to be taken into consideration for the pur¬ 
pose of assessment: 

(1) The market rate of dry land in the area of 
its vicinity. 

(2) The market rates of wet land in the area of 
its vicinity. 

(3) Nature of the soil, productivity and fitness for 
irrigation. 

(4) Wet crops that can be grown economically. 

(5) Its proximity to market, village road, etc. 

(6) The probable expenditure to be incurred in con¬ 
verting the dry land into wet. 

(7) The classification of land, whether perennial 
garden or light irrigated in accordance with 
the cropping scheme sanctioned for the par¬ 
ticular irrigation work. 


As capital and revenue accounts are not maintained 
for most of the irrigation works in Hyderabad it is 
difficult to indicate correctly to what extent this ele¬ 
ment of additional tax varies for old or new works. 

The quantum of additional levy may be three times 
the dry land revenue assessment as it can be said that 
annual, rent would in this case certainly increase by 
three times. 


(ii) Irrigation rate should be primarily based on 
area irrigated and the duration of irrigation (represent¬ 
ing the quantity of water supplied) or fqr the number 
of crops raised. 


(Hi) On the analogy of land revenue the irrigation 
rates should also be revised periodically: more so in 
cases (like Hyderabad) where they are consolidated 
with land revenue. The question of terms of settle¬ 
ment has been separately discussed and shorter terms 
recommended. In taluQas having considerable irrigat- 
ed areas the terms should be still shorter, say from 
10 to 15 years. The terms for revision of irrigation 
rates should obviously coincide with those for land 
revenue assessments. 


(iv) Concessional rates in the initial stages of develop¬ 
ment are recommended as the cultivator has to spend 
and invest a fairly large sum on reclamation of land, 
etc., and does not immediately derive benefits of irri¬ 
gation. The concessional period may be of 3 to 5 
years and the concession may be in the shape of 
graduated increase from dry assessment to wet assess¬ 
ment. In Hyderabad such concessions are being grant¬ 
ed under all new irrigation works. First year only dry 
assessment is charged and J, J, i and full wet assess¬ 
ment is levied respectively in second, third, fourth and 
fifth years. 


Question No. 158. 


After formulating proposals for determining better¬ 
ment contribution the Collector is to cause a notice 
to be served on all assessees and to invite objections 
thereto if any. The provisional determination will be 
confirmed after considering the objections raised. The 
assessees have been given a right of appeal in the usual 
course under the Land Revenue Act. The payment of 
betterment contribution is to be in cash and is recover¬ 
able as arrear of land revenue. It may be paid in 
lumpsum or in not more than’ fifteen equal annual 
instalments. A rebate of 10% is allowed if the entire 
amount is paid within six months of its determination. 

The Revenue Department can and should take up 
the work of assessment and collection of betterment 
levy as it is the proper agency. 

The recovery should be timed in relation to develop¬ 
ment after the project comes into full operation and 
when the increment in values is actually realised. The 
Hyderabad Act provides that the first instalment 
should be due in the year immediately after the 
revenue concessional period is over. This is necessary 
as in the few initial years the cultivator has to 
spend money on reclamation of land and he does not 
actually derive additional benefits out of the increased 
irrigational facilities. This revenue concessional period 
should be 5 years. 


There are no areas taking water from sources only 
in bad years when rains fail. Here irrigation of lands 
in the commanded area is compulsory and wet assess¬ 
ment is charged on all lands in this area. No comments 
regarding irrigation cess. 

Question No. 159. 

The replies regarding betterment levy or irrigation 
rates would also apply to minor irrigation tfprks are 
tube-well scheme. 

Question No. 160. 

The system of consolidated rate is working well in 
Hyderabad. It avoids multiplicity of taxes and reduces 
scriptory work and cost of assessment and collection. 
Periodical revision is also easy. Irrigation assessment 
in Hyderabad are entirely assessed and recovered on 
this consolidated rate system. 

Question No. 161. 

Replies to questions 144 (iii) and 144 (iu) (b) would 
apply mutatis mutandis to this question. 

Section III— Other Remarks 
Nil. 


The proceeds from the levy may be earmarked for 
,a specific connected purpose such as repayment of 
ioans raised for construction of the work or for con¬ 
struction of other similar projects. They would in any 
case form part of the general revenues of the State 
and it is more a matter of financial adjustments whe¬ 
ther they should or should not be earmarked for a 
specific purpose. 


Question No. 157. 

The irrigation rate should also contain an element 
of additional levy on the increased yield of crops. In 
addition to providing for actual expenses incurred by 
the Government for supply of water it should also 
operate as a tax to absorb a share from the additional 
benefits accruing from irrigation. Without this element 
the irrigation rate would be inequitable as compared 
with dry land revenue assessments. 

In Hyderabad the irrigation rates are consolidated 
with land revenue. The difference in dry and wet 
assessments is however much more than the cost of 
water supplied and represents the additional levy. On 
an average it can be said to be 30% of the consolidated 
assessment. 10% would represent the assessment on 
land and the remaining 60% is as cost of water sup¬ 
plied. For old sources the percentage or cost of water 
is very low and the additional tax because of irrigation 
in some cases may be about 50% of the consolidated 
assessment. 

7—2 T. E. Gommi. 


STAMP DUTIES 

Section I— Factual Background 

1. Until 1862 A. D. there were no stamps nor stamp 
papers of any kind in use in this State, but in the 
same year the territories of Raichur, Lingsugoor _and 
Naldurg were restored to the Government of Hydera¬ 
bad. These areas had formerly been under British 
Administration and had been accustomed to the use 
of stamp paper. 

A Dastur-ul-Amal of stamps was promulgated in 1872 
through which regular duty was collected on judicial and 
non-judicial cases. Later on the two hinds “ duties 
were separated and a regular Stamp Act (The Hydera¬ 
bad Stamp Act) was introduced in 1889. A. D. on the 
lines of the Indian Stamp Act. Latei on the Hydera¬ 
bad Stamp Act No. 4 of 1331 Fasti was promulgated in 
1922 which is still in force. 

2 Until 1922 1 % duty on conveyances and annas 8% 
on bonds used to be charged as per the Hyderabad 
Stamp Act, 1331 Fasti (1922 A. D.) and afterwards 
from 14th September 1947, 2% on conveyances and 
1 % on bonds were charged and then a further amend¬ 
ment was made as per Dastur-ul-Amal No. 13 of 1359 
Fasti (1949 A. D.) by which 3% on conveyances and 
14% on bonds are charged. This duty is still in force 
in the State. The main reason for enhancing the duty 
was to- obtain a higher revenue consistent with local 
economic conditions. 
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3. The rates of stamp duties levied in the State have 
already been stated in para. (.2). 

4. The work of assessment of this duty lies on the 
Collector. They are the authorities for assessment of 
stamp duties. The power of appeal and revision are 
vested in the Board of Revenue. The Collection is 
usually made by the Collectors in the District Head¬ 
quarters and by the Courts and Tahsils in the sub¬ 
districts. 


The Inspector-General, Registration and Stamps 
pays special attention to improve the efficiency in col¬ 
lection. He inspects all the offices where stamps are 
in use and detects Badar (deficit stamp duty). To im¬ 
prove the efficiency, a proposal to appoint two Inspect¬ 
ing Officers with touring staff has been submitted to 
the Government which *is under their active considera¬ 
tion. 

,6. The actual receipts for stamps are shown below :— 


5 . The cost of administration and collection in res¬ 
pect of non-judicial stamps and court fees as compared 
with the receipts for the last eight years are as 

Serial 

No. 

Year 


Receipts 

follows : — 







Rs. 

Serial Year 

No. 

Income Expenditure Savings 

I 

1946-47 (Accounts)* . 
(Azur to Aban 56 F.) 


. 18,30,677 

. 13,61,260 





2 

1947-48 (Accounts)* . 

. 

1 1946-47 (Accounts) 

(Azur to Aban 56 F.) 

Rs. 

24,62,615 

■ Rs. 
89,070 

Rs. 

23 , 73,545 

3 

(Azur to Aban 57 F.) 
1948-49 (Accounts) 

•(Azur to Aban 58 F.) 

. 

• 3'>09,975 

2 1947-48 (Accounts) 

(Azur to Aban 57 F.) 

18,37,800 

2,19,836 

J 6,17,964 

4 

1949-50 (Accounts for six months*) 

(1st Azur to end of Ardibehist 59 F.) 

• ' 4 > 3°>396 

3 1948-49 (Accounts) 

(Azur to Aban 58 F.) 

37,58,615 

2,83,992 

34 > 74,623 


(ist October 1949 to end 
• 950 .) 

of March 


4 1949-50 (Accqunts for six 

months.) 

(tst Azur to end of Ar- 
dibehist 59 Fasli.) 

(1st October 49 to end of 
March 1950.) 

18,90,522 

t,« 9 , 8 3 J 

17,70,691 

5 

6 

7 

1950- 51 (Accounts) .... 

(ist April 1950 to end of March 1951.) 

1951- 52 (Accounts) .... 

J 952-53 (Revised) .... 

• 26,92,257 

• ' 9 , 40.547 

• 34 , 45,700 

5 1950-51 (Accounts) 

(1st April 50 to end of 

49 , 35,423 

3 , 58,435 

45,76,988 

8 

1953-54 (B.E.) . 

- « 

• 34 , 45,700 


6 1951-52 (Accounts) 


50,76,843 1 , 79,339 48 , 97 , 5<>4 


•Note.—F igures include collections from documentary stamps and judicial 
stamps. Figures tor the other years relate only to documentary stamps. 


7 1952-53 (Revised) . 51,43,000 3,26,000 48,17,000 

8 1953-54 (B.E.) > . 51,43,000 3,28,000 48,15,000 


N.B.—The figures of expenditures of judicial and non-judicial stamps are not 
available under separate heads. 


Usually the tendency is for the public to avoid the 
duty as far as possible either by showing a lower value 
of the property or by changing the nature of the docu¬ 
ment. 

7. The arrears in respect of judicial and non-judicial 
stamps are as follows : — 


Serial 

No. 




Year 






Arears 

Badar detec¬ 
ted during 
the year 

Total arrears 
or Badar 

Arrears 
collected 
during year 

Balance 

I 

1946-47 . 







. 


55 , 74 ° 

46,120 

1,01,860 

3'>098 

70,762 

2 

1947-48 . 







■ 


70,762 

16,861 

87,623 

3,074 

83 , 9'9 

3 

1948-49 



* / 




* 


83 , 9'9 

' 3,944 

97,863 

788 

97,075 

4 

' 949 - 5 ° . 







• 


97,075 

18,590 

1,15,665 

14,285 

1,01,380 

5 

1950-51 • 



• 




• 


1,01,380 

13,017 

i,i 4,397 

2,982 

i,", 4'5 

6 

1951-52 • 



■ 




• 


i,", 4'5 

25,909 

1 , 37,324 

8,674 

1,28,650 

7 

1952-53 • 




. 


. 

. 


1,28,650 

33 . 2 " 

1,61,861 

20,606 

', 4',255 


The bulk of arrears relate to non-judicial stamps. 
The tendency of the parties is to generally lodge 
appeals to higher authorities or to plead some excuse 
in order to delay the cases, as a result of which not 
only the period of pendency increases but the arrears 
are also increased year by year. The Collecting Officers 
should actively co-operate in the early recovery of the 
arrears from the defaulters. 


In Hyderabad State, the Inspector-General, Registra¬ 
tion and Stamps is empowered under Rule 134 of the 
Hyderabad Stamp Rules to pass orders to the District 
Treasury Officers concerned to deduct deficit duties 
from the salaries of the Government servants respon¬ 
sible, in case of non-recovery of the said deficit duties 
from the concerned parties. But there is no hold on 
the private parties as a result of which the penalty 
cases usually take years to be settled. The concerned 
authorities should not be so lenient to the parties in 
recovering the Government dues. They should adopt 
such measures as are necessary for the early recovery 
of the arrears. 

The Collector Is empowered to collect the penalty 
under Section (38) of the Hyderabad Stamp Act. 


8. The principal ways and means adopted by the 
parties for the evasion and avoidance of duties are •: — 

1. By showing a lower value of a particular pro¬ 

perty. 

2. By giving a wrong name to a particular docu¬ 

ment so as to save the legitimate duty thereon. 

3. Measures adopted for prevention, detection and 

enforcement have been mentioned in the pre¬ 
ceding para. 

It is not possible to assess the loss arising out of 
evasion. 

Section II — Replies to Questions 
Question No. 162. 

Under the Constitution of India the Central Govern¬ 
ment is empowered to fix the rates of stamp duties on 
all instruments which fall under S. No. 91 of list 1 
(Union List) of Seventh Schedule to the Constitution 
of India and the States are empowered to fix the rates 
of other deeds which usually relate to the transactions 
of immovable properties. 
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While fixing the duties of the State Governments have 
to consider various aspects such as economic condi¬ 
tions, development of the local market, value and in¬ 
come of the property and consideration of revenue for 
the Government. Hence it is not possible- to have a 
uniform rate for all States. 

(IV-C) The main categories of documents or transac¬ 
tions for realization of stamp duties inforce in Hydera¬ 
bad State are : — 

(a) oDcuments dealing with negotiable instru¬ 
ments. 

(b) Instruments dealing with other movable pro¬ 
perty. 

(c) Instruments dealing with the immovable pro¬ 
perty. 

Question No. 163. 

The State of Bombay has levied stamp duties in for¬ 
ward markets but there is no such duty levied in this 
State. So its effect on business and particularly on the 
middle class traders cannot be shown in detail. The 
levy of stamp duty on forward market transactions is 
not considered a suitable source of revenue in this 
State. 

Question No. 164. 

; There are no specific taxes in this State recovered 
in the shape of stamps, nor do we consider it practic¬ 
able to extend this to other transactions such as enter¬ 
tainment tax. 

Question No. 165. 

The principal ways and means adopted by the parties 
for the evasion and avoidance of duties are : — 

( 1 ) by showing a lower value of a particular pro¬ 
perty, or * 

( 2 ) by giving a wrong name to a particular docu¬ 
ment so that the attention of the concerned 
offices may be diverted from the main point. 

The Inspector-General, Registration and Stamps 
pays special attention to check evasion and avoidance. 
He inspects all the offices where stamps are in use and 
detect badar (deficit stamp duty). He is empowered 

Rule 134 of the Hyderabad^Stamp RulS^o pass 

S th , e District Treasury Officers concerned 'to 
deduct the deficit duty from the salaries of the Gov- 
ei : n ™ ent Servants responsible, in case of non-recovery 
of the same from the defaulters. But there is no hold 
on the private parties as a result of which the penalty 

SLS l ta £ e y f ar ® t0 be settled - The concerned 
authorities should not be so lenient to the parties as 

regards the recovery of Government dues. They should 
adopt such measures as are necessary for the early 
recovery of the arrears. 

To improve the efficiency a proposal to appoint two 
Inspecting Officers with touring staff has been submit- 
sideration ^ Qvernment which is under their active con- 

Section III— Other Remarks 


2 & 3. Until 1949 duty on claims or written state¬ 
ments pleading a set-off or memorandum of appeal was 
charged approximately 6 i% as per the Hyderabad 
Court Fees Act, 1324 F. (1915) and afterwards from 16th 
May 1949 the Government enhanced the rates of duty 
and have raised from 6 i% to 11 1/5 per cent through 
the Hyderabad Court Fees Act (Amendments) Regulation 
No. 31 of 1358 F. (1949 A. D.). This duty is still in force 
in the State. The main reason for enhancing the' duty 
was to obtain a higher Revenue consistent with local 
economic conditions, 

4. The work of assessment of this duty lies on the 
courts concerned. The powers of appeal and revision 
are vested in the higher judicial authorities. The col¬ 
lection is usually made by the courts concerned. 

5. The cost of administration and collection in res¬ 
pect of non-judicial and judicial stamps as compared 
with the receipts for the last eight years are as fol¬ 
lows:— 


Income Expendituie Savings 


Rs. 

i 1946-47 (Accounts) . 24,62,615 

(Azur to Aban 56 F.) 

a 1947-48 (Accounts) . 18,37,800 

(Azur to Aban 57F.) 

3 1948-49 (Accounts) - . 37,58,615 

(Azur to Aban 58 F.) 

4 1 . 949-50 (Accounts) (for 18,90,522 

six months 1st Azur to 

end of Ardibehist 59 F. 
tst October 1949 to end 
of March 1950). 

5 1959 - 5 * (Accounts) (1st 49,35,423 
April 1950 to end of March 

i 95 i)- 

6 1951-52 (Accounts) . 50,76,843 

7 > 958-53 (Revised) . 51,43,000 

8 >953-54 (B.E.) . . 51,43,000 


Rs. Rs. 

89,070 a3,73,545 


18,37,800 2,19,836 16,17,964 
37,58,615 2,83,992 34,74,623 


.1,19,831 >7,70,691 


3,58,435 45 , 76,988 

>,79,339 48,97,504 
3 , 26,000 48 , 17,000 
3 , 28,000 48 , 15,000 


51 , 43,000 


51,43,000 


W.k.—The figures of expenditure of judicial and non-judicial Stamp, »re 
not available under separate .heads. 

The Inspector-General, pays special attention to im¬ 
prove the efficiency in collection. He inspects all the 
offices where stamps are used and detects Badar (deficit 
duty). To improve the efficiency a proposal to appoint 
two Inspecting Officers with touring staff has been sub¬ 
mitted to Government which is under their active con¬ 
sideration. , 

6 . No person can evade court fee as the other party 
to the suit is sure to raise an objection and the duty 
is paid or collected before the suit is entertained. 

Simffarly copies of orders etc., for production in courts 
and offices cannot be had without payment of the duty. 

The receipts from court fee in the State for the 
following years are given below : — 


COURT FEES 

Section I— Factual Background 

1862 , A- D- there were no stamps nor stamp 
S° f , a °y k > nd in use in the State but in the same 
year the territories of Raichur, Lingsugoor and Naldure 

ZIZ vf a S H 0 r f ed to th ? Hyderabad Government. These 
• formerly 4 been under British administration 

and had been accustomed to the use of Stamp papers! 

1879 Dastur-ul-Amal of Stamps was promulgated in 
• tb (°. u f h which regular stamp duty was col- 
i™ e vi«2 r J ’i d i C1 ? 1 S.non-judicial cases. Later on the 
M+°J and 5 duty, judicial and non-judicial were sepa- 
rated and regular Hyderabad Court Fees Act of 1307 
Fasli, was introduced in 1898 A. D. on the lines of the 
Indgn Court Fees Act No. VI of 1324 Fasli (1915) 

™ ain categories of documents or transaction for 
are 1 ; 3311011 °* Stamp dut >es in force in Hyderabad State 

(a) Plaint or written statement pleading a set-off. 

(b) Applications or petitions seeking various reliefs. 

(c) Copies of various orders and judgements. 


Amounts 
Rs. 

1 *1946-47 (Accounts) . . .. ' . . 6,31,938 

(Azur to Aban 56 F.) ™ 

2 *1947-48 (Accounts) ..... 4,76,540 

(Azur to Aban 57 F.) ■* 

3 *1948-49 (Accounts) ... . . . 6,48,640 

(Azur to Aban 58 F.) * ■ 

4 *> 949 - 5 ° (Accounts for six months) (1st Azur 4,60,126 

to end of Ardibehist 59 F.) (ist October 1949 
to end of March 1950.) 

5 1 95 °- 5 1 (Accounts) (April 1950 to end of March 22,43,166 

1951O 

6 1951-52 (Accounts).31,36,296 

7 1952-53 (Revised) ... . . 16,97,300 

8 1953-54 (B.E.) . . . . ■ . 16,97,300 

. . of receipt* from Serial Number i to 4 exclude the income 

derived fromthe sale of judicial stamp papers as the same are not available 
separately. They relate only to process fees and court fee stamps on application. 
The figures tor the other years include receipts from process fees, court fee stamns 
on application forms and judicial stamps. ^ 
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7. Similarly there is no question of arrears in court 
fees. Only in pauper suits occasionally this question 
arises. After passing the decree this amount is collected 
ip the first instance. 

8 . In Hyderabad State the Inspector-General, Regis¬ 
tration and Stamps in empowered under Rule 134 of 
the Hyderabad Stamps Rules to pass orders to the Dis¬ 
trict Treasury Officers concerned to deduct Badar 
(deficit court fee) from the salaries of the Government 
servants responsible for the non-recovery of the deficit 
court fee from the concerned party. 

Section II— Replies to Questions 

Question No. 166. 

The rates of court fees differ from State to State. 
While fixing the duties usually the State Governments 
take into account the economic conditions, the general 
level of property values and the capacity of the average 
persons seeking justice from the court to pay the Court 
Fee. As these conditions differ from State to State it 
is not possible for all the States to have uniform rates. 


The following statement shows the Court Fees collected 
and the expenditure on the judiciary for the years 
1946-47 to 1953-54 : — 


Serial Years 

No. 

Receipts 
from 
court fees 

Expenditure 
on ’ 

judiciary 



Rs. 

Rs. 

I. , 

*1946-47 (Accounts) 

(Azur to Aban 56 F.) 

6 , 31.938 

23 , 37,519 

a 

*1947-48 (Accounts) . . . 

(Azur to Aban 57 F.) 

4 . 76,540 

31,84,982 

3 

*1948-49 (Accounts) . . 

(Azur to Aban 58 F.) 

6,48,64b 

35 , 73 , 87 * 

4 

*1 949 * 5 ° (Accounts) for six months 
(ist.Azur to end of Ardibehist 59F.) 
(istOct. 1949 to end of March 1950). 

4,60,136 

21,20,464 

5 

1950-51 (Accounts ) (April 1950 to end 32,43,166 
ofMarch 1951). 

42,10,600 

6 

1951-53 (Accounts) 

31,36,296 

42,82,134 

7 

* 952-53 (Revised) 

tin , 1 

16,97,300 

4 * 

03 

On 

O 
. O 

8 

* 953-54 (B-E.) . 

16,97,300 

42,41,800 


—The figures of receipts front Serial Number t to 4 exclude the income 
derived from the sale of judicial st&mp papers as the same are a'oti vailable sepa¬ 
rately. They relate only to process fees and court fee stamps on application. The 
figures for the other years include receipts from process fees, court fee stamps on 
application forms and judicial stamps. 

Question No. 167. - 

The revenue from stamps # goes. to the State exchequer 
and it may, therefore, be left to the discretion of each 
State to levy its own duties according to the conditions 
prevailing in the State. 

Section III— Other Remarks 

Nil. 

MOTOR VEHICLES TAX AND TAXES ON 
OTHER VEHICLES 

Section I.— Factual Background 

(1) Prior to the year 1913-14, there was np taxation 
on motor vehicles of any sort. The first motor vehicle 
law for the State was Act No. Ill of 1316 Fasli (1906) 
entitled Motor Cars Act for the “City of Hyderabad”. 
Despite its title, in 1317 Fasli (1907) rules were issued 
under that Act and made applicable to the whole State. 
This Act was repealed by the Hyderabad Motor Vehicles 
Act of 1329 F. (1919), which applied to the whole State 
and was based on Indian Motor Vehicles Act, No. VIII 
of 1914. But the rules that had been framed 1 in 1907 
continued in force almost unchanged until 1936 by vir¬ 
tue of a proviso in the Act of 1329 Fasli (1919) saving 
from repeal any rule issued under the Act of 1317 Fasli 
that was not inconsistent with the new Act. These rules 
did nothing to make it possible to control the increasing 
use of roads by motor vehicles or to ensure that the 
owners of such vehicles should by annual taxation bear 
a fair share of the increased cost of maintaining roads. 

Government decided to revise the rules under the Act 
of 1329 Fasli. There were two main considerations 
involved one was the need to assimilate the law and 


practice in regard to the use and taxation of motor vehi¬ 
cles with those long in force elsewhere in India; the 
other was the very considerable deterioration to the 
roads which, the P. W. D. reported to have resulted 
from the unrestricted plying of heavy motor vehicles, 
particularly on murrum roads. The P. W. D. point out 
that the extra wear and tear caused by heavy motor 
transport involved a wider and stronger wearing surface 
and reduced the renewal periods, so that it was impos¬ 
sible to maintain the previous standard of road surfaces 
particularly of murrum roads without the maintenance 
grants being enhanced. 

The Motor Vehicles Rules of 1344 Fasli (1934) framed 
accordingly came into force on the 6th of October, 1936. 
Generally speaking, these rules closely followed those 
then in force in the Provinces of British India. They 
made possible some degree of control over motor buses, 
lorries and cabs by imposing higher rates of taxation 
on them than on private motor cars, and. by introducing 
a permit system. The rates prescribed,. however, were 
considerably less than the rates then in force in the 
bordering Provinces of Madras and Bombay. 

It was hoped that the new rules would bring in a 
substantial and enhanced revenue which, the Govern¬ 
ment decided to credit into a Road Fund to be admini¬ 
stered by a Road Board and be additional to the ordi¬ 
nary Public Works Department road grants and utilised 
bringing the condition of the chief roads gradually up 
to modern requirements. Although the new rules marked 
a decided step, for, they did not produce the full results 
that had been anticipated. They failed to bring into the 
Road Fund enough revenue to enable Road Board mate¬ 
rially to accelerate the improvement of the existing 
roads. 

In 1939, Government set up a Committee having the 
faUpwing term of reference : — 

• (1) To examine and report on the changes necessary 

to bring the system of taxation and registration 
of motor vehicles in the State into line with 
that proposed to be introduced throughout 
British India. 

(2) To consider how the Government of India Bill 
should be changed to suit Hyderabad require¬ 
ments. 

(3) To draft a Motor Vehicle Taxation Bill with a 
new scale of taxation. 

The Committee’s main task was to draft legislation 
on the lines of the Indian Motor Vehicles Act of 1933 
and a Motor Taxation Bill. They, however, made the 
motor taxation proposals a part of the comprehensive 
Motor Vehicles Bill as this saved drafting was constitu¬ 
tionally feasible in Hyderabad where, there was no dis¬ 
tinction between Federal concurrent and Provincial 
fields of legislation. 

The Committee found that during the 30 years 1908 
to 1937, an enormous sum of Rs. 6,05,79,000 had been 
spent on original works, a yearly expenditure of over 
20 lakhs. In the same period the cost of annual main¬ 
tenance had increased from Rs. 5,21,000 to Rs. 21,98,000 
and the total expenditure on maintenance was 
Rs. 3,55,66,000. Motor traffic had not only been the 
principal beneficiary from this enormous non-recurring 
and recurring expenditure but also the principal factor 
for worsening the road conditions by the added wear 
and tear of the roads. It had thus been the principal 
cause of the growth of the average maintenance cost 
per mile from Rs. 266 in 1908 to 465 in 1937. 

Considering the fact that Motor Taxation receipts 
contributed quite a small amount, the Select Committee 
came to the conclusion that so long as the motor taxa¬ 
tion remained at the then low level, there was no hope 
of the road fund doing more by way of dtist-prevention 
than making small grants to the local bodies for town 
streets. If the purpose of bringing the condition of the 
principal roads gradually up to the standard required 
by modem transport was to be served, enhancement of 
taxes was an undisputed necessity. The Select Com¬ 
mittee, therefore, based their new scheme of taxation 
on the Madras Motor Vehicle Taxation Act of 1931. The 
basic idea of this scheme is a permanent schedule of 
maximum rates of taxation and, subject to this maxima, 
of periodic notification by Government of the rates at 
which, motor vehicles are to be taxed until further 
notice. 

At the same time, the Committee observed that Gov¬ 
ernment should definitely regard the imposition of these 
maxima as a goal to be attained' in the shortest time 
compatible with avoidance of undue hardship or distur¬ 
bance of the budget of users of motor vehicles. 

The Committee’s taxation proposals included the 
abolition of Municipal taxes on ijpotor vehicles. The tax 
was Rs.' 48 for all vehicles plying for hire and Rs. 32 
for all other motor vehicles in Hyderabad City. In the 
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District Municipalities and Towns where a vehicle tax 
was in force, the rate of the tax was and is Rs. 8 for 
every private motor vehicle and varies at the discretion 
of the Municipal Committee from Rs. 8 to 16 for vehicles 
let or plying for hire. The corresponding rate for motor 
cycles is Rs. 2 and varies from Rs. 2 to 4. Motor vehicles 
are also liable in District Municipalities to pay barbar- 
dari tolls under the Local Cess Act 1309 Fasli, and 
road cess under the same Act but the latter cess has 
not been levied in any town. The maximum rate of 
barbardaries on a four-wheeled motor vehicle is As. 8 
per day to pass through a collecting station, but under 
the rules, vehicles have been permitted to commute for 
those payments by an annual payment equivalent to 
the tax leviable in the town on the motor vehicle, that 
for practical purposes, it may be said that the motor 
vehicle taxation in district Municipalities has varied 
from Rs. 8 to Bfe. 32. It is, however, impossible to say 
how much this barbardari taxation has averaged per 
motor vehicle per annum. The Select Committee roughly 
estimated after studying the average earnings for the 
three years 1936-38 that in all, a sum of Rs. 90,000 
yearly would have to be paid to the Municipalities as 
compensation. 

A Schedule of the maximum annual tax prescribed 
by the Select Committee is given as Annexure ‘A’. 
These recommendations of the Select Committee in 
regard to maximum annual tax were, however, subse¬ 
quently modified by Government and the rates as 
embodied in Schedule XIII of the Hyderabad Motor 
Vehicles Act of 1354 Fasli are given as Annexure ‘B’. 
A separate Chapter governing taxation (Chapter X) was 
also introduced in the Hyderabad M. V. Act of 1354 F.‘, 
and it will be seen that the scales of taxation, as finally 
accepted by Government and in vogue at present, fall 
short of the recommendation Of the Select Committee. 

As the scales of taxation in Hyderabad State, com¬ 
pared to those obtaining in - the neighbouring States of 
Madras and Bombay were comparatively low, proposals 
for increase in taxation were considered by.the State 
Transport Authority at its meeting held on 21-6-1950 
and these proposals were submitted to Government. 
Subsequently with the extension of the Indian Motor 
Vehicles Act to Hyderabad and the consequent repeal of 
the Hyderabad M. V. Act of 1354, Fasli, it became neces¬ 
sary to enact a separate legislation in regard to the 
taxation, as the provisions in this regard were included 
in Chapter X of the repealed Hyderabad-M. V. Act. 
A draft Taxation Bill and Rules* thereunder were 
accordingly framed in the light of the material pre¬ 
scribed by the Motor Vehicles Taxation Enquiry Com¬ 
mittee as approved by the Transport Advisory Council, 
and also in the light of the draft principles of Taxation 
Bill as submitted by the Motor Vehicles Taxation 
Enquiry Committee. The draft Taxation. Bill and draft 
Rules framed thereunder are now before Government 
for consideration. In the draft Taxation Bill, schedules 
have been attached prescribing maximum rates as well 
as actual rates to be levied at present. In framing the 
draft taxation proposals, it has been taken for granted 
that there should be only one single tax on motor 
vehicles and therefore, all other taxes such as municipal 
tax, octroi, cess, etc., it have been proposed to be 
abolished, and in compensation thereof,, has been pro¬ 
posed that the municipalities should be compensated on 
the basis of the average earnings for the three years 
prior to the enforcement of the legislation now on the 
anvil. In the objects and reasons given to the draft 
Taxation Bill, the necessity for proposed increase in the 
taxes has been explained in full. 

In view of the fact that the recommendations of the 
Select Committee were not in toto accepted by Govern¬ 
ment when the Hyderabad M. V. Act was 'passed, the 
power to levy single tax thereby abolishing all other 
taxes was, however, not enforced as the rates prescrib¬ 
ed were comparatively low and would not admit of the 
grant of compensation to local bodies with the result that 
the Municipals and Local Bodies continued up to date 
to levy their own taxes and cess on motor vehicles. It 
is understood that with a view to augment their resour¬ 
ces, the Municipalities have now increased the rate of • 
tax on motor vehicles. 

(2) The main features of the taxes on motor vehicles 
not being levied are : — 

(i) Tax on motor cars on unladen weight; 

(ii) Tax at a flat rate on motor cycles; 

(iti) Tax on goods vehicles on the registered laden 
weight. 

(3) Schedule XIII of the Hyderabad M. V. Rules of 
1355 F. (Annexure ‘B’) gives the rates of taxes to be 
levied on each kind of vehicle and section 136 allows 
motor owners the choice of paying taxes either quarterly 
or half-yearly, or annually. On the strength of the pro¬ 
vision contained in the explanation to section 136, a 
surcharge of Rs. 5 i% levied in respect of taxes paid 
quarterly and half-yearly. 


Section 142 enables Government by notification to 
exempt certain categories of motor vehicles from pay¬ 
ment of tax. 

Notifications issued under section 144 exempting cer¬ 
tain categories of vehicles from payment of tax will be 
found in Appendices ‘C\ ‘D’ and ‘E’. 

Vehicles solely used for agricultural purposes are also 
exempted from payment of tax vide section 143. 

A copy of the Draft Taxation Bill now before Govern¬ 
ment is enclosed. (Annexure ‘F’.) 

Schedule I gives the maximum rates of taxes in respect 
of all kinds of vehicles and closely follows the maxima 
contained in the Motor Vehicles Taxation (Principles 
of Taxation) Bill, 1951 as adumbrated by Government of 
India and. circulated to all part ‘B’ States. 

Schedule II gives the scales of taxes leviable on 
motor vehicles. 

When these new scales of taxation are introduced, no 
kind of municipal or local body taxes such as tool tax, 
cess, etc., can be levied. The Municipalities or local 
bodies will of course be compensated on the basis of 
average income during the past three years. 

Provision has been made for levy of tax for a period 
less than a quarter. 

Provision has also been made for appeals against the 
Taxation Authorities. 

Provision has also been made for the creation of a 
non-lapsable road fund. 

In the statement of objects and reasons attached to 
the Draft Taxation Bill, it is stated that the enactment 
of the new proposed taxes is a logical sequence to the 
acceptance of the recommendations of the Motor Vehi¬ 
cles Taxation Enquiry Committee of 1950, as approved 
by Government of India. If the proposed rates are 
enforced, it is expected that the gross revenue would 
come to about 35 lakhs annually. As, the setup for col¬ 
lection of tax has also to be changed, provision for 
increased cost of collection will have to be made. At an 
average estimate, the cost of collection might come to 
five lakhs and for want of accurate data from Munici¬ 
pality, it is impossible at present to assess the amount 
which, may have- to be paid to the Municipality and 
local bodies by way of compensation. Under the circum¬ 
stances, it is impossible to estimate any receipts so that 
they could be compared with those of the receipts 
obtained according to the present rates. 

(4) As regards the administrative setup for the col¬ 
lection of taxes, it may be mentioned that the District 
Superintendent of Police who, is the Registering Autho¬ 
rity, is also the Taxation Authority. The taxes to be 
paid by the motor operators have to be remitted by 
challan in the State Bank. 

(5) In regard to the cost of administration and cost 
of collection as compared with the receipts, the receipts 
and expenditure for the past five years are shown 
below : — 


Receipts Expenditure 


I. 

1356 Fasli (Oct. 

1946-Sept. 1947) 

Rs. 

. 8,38,643 

Rs. 

45,600 

3 . 

*337 

99 ( 99 

> 947 - », 1948) 

8,70,468 

1.38,356 

3 - 

1358 

99 ( 99 

> 948 - „ 1949) 

. 10,89,089 

1,43,000 

4 - 

1359 

99 ( 99 

> 949 - » 1950) 

• 13.15.202 

2,05,623 

5 - 

April 

1950-March 1951 

• 15.68,859 

2,37.132 

6. 

» 

I 95 I_ ., 

1952 

. 15,12,688 

2,54,000 

7- 

» 

1952 - 

>953 • 

• 15.88,294 

2,76,700 


As regards estimate for 1953-54, if the present rates 
are continued, the estimated receipts would not exceed 
16 lakhs and the expenditure would approximately be 
the same as for the previous year. If, however, proposals 
for a changed setup are taken up and sanctioned in the 
next year’s budget, the cost of collection might increase 
and the estimated expenditure might approximately 
come to five and half lakhs. As there is no separate tax¬ 
collecting staff, it is not possible to show the cost of 
collection, separately; but the cost of administration 
corresponds to the figures given under the Expenditure. 

(6) It may be observed that the general trend has 
been an increase in receipts during the seven years in 
question, and it is felt that with an administrative set¬ 
up exclusively meant to administer the Motor Vehicles 



Act still better revenues may accrue to Government. 
The scheme tor such an administrative setup is under 
the considertion of the Government. 

(7) & (8) Correct data regarding the arrears of tax 
are not available. 

Section II— Replies to Questions 

Question No. 168. 

In the draft taxation proposals, we have suggested 
levy of uniform tax on the basis of the recommendations 
of the Motor Vehicles Taxation Enquiry Committee and 
on the basis of the principles of draft Taxation Bill. 

The extent to which we have agreed is to recognise 
the need to reach the maxima prescribed by the Motor 
Vehicles Taxation Enquiry Committee by stages and in 
fulfilment thereof, have suggested increased rates of 
taxes and increased maxima also. Although the maxima 
proposed by us do not conform in some cases to the 
maxima prescribed by the M. V. Taxation Enquiry Com¬ 
mittee and fall to certain extent short of it, we feel that 
in view of the fact that taxes in Hyderabad State on 
motor vehicles have been comparatively low, it would 
be unwise to abruptly raise the taxes abnormally. We 
have, therefore, suggested such increase as is warrant¬ 
ed by conditions obtaining in the State. We anticipate 
that there would not be much opposition to the pro¬ 
posed increase in view of the benefit we propose to give 


to the operators of collection of a single tax which would 
rid them of the bother and inconvenience caused by 
the collection of multiple taxes by different authorities; 
and also in view of the fact that a substantial portion 
of the increased taxes would go into a Road Fund which 
would be utilised for the construction and maintenance 
of roads. 

The approtionment of the revenues has been made 
under section 13 of the draft Taxation BilL 

Question No. 169. 

It is not desirable to introduce the principle of ear¬ 
marking the receipts for specific purposes. The utilisa¬ 
tion of the revenues from this source may be left to 
the discretion of the State Government. 

Question No. 170. 

No suggestions. 

Question No. 171. 

No suggestions. 


Section III—Other Remarks 

Nil. 


ANNEXURE A 
Schedule XIII 

Maximum Annual Taxes recommended by the Select Committee [See Section 135) 

Classes of Vehicles Maximum 

Annual Tax 


O.S. Rs.* 

I. Motor cycles (including motor scooters and cycles with attachment for propelling the same by mechanical power):— 

(a) without sidecar . . . ... - ' • • • - • • • • • • 3° 

(b) with sidecar .... 4P 

(c) tricycles . . . . . - ' ,' • * * • • * * ■ • • 4° 

3. Goods Vehicles :— 

(a) Motor cycles..]T he ( ate 

for other motor 
cycles against 
class L 

(b) Vehicles of which the regd. laden weight does not exceed 30 cwts. . .. 200 

(c) Vehicles of which the regd. laden weight exceeds 20 cwts. but does not exceed 30 cwts. .... 400 

(d) Vehicles of which the regd. laden weight exceeds 30 cwts. but does not exceed 45 cwts. .... 480 

(«) Vehicle^ of which the regd. laden weight exceeds 45 cwts. but does not exceed 60 ctws. . . . . 600 

(/) Vehicles of which the regd. laden weight exceeds 60 cwts. but does not exceed 85 cwts. .... 720 

( g ) Vehicles of which the regd. laden weight exceeds 85 cwts. but does not exceed 1 to cwts. .... 880 

(h) Vehicles of which the regd. laden weight exceeds no cwts. but does not exceed 150 cwts. 1,080 

(i) Vehicles of which the regd. laden weight exceeds 150 cwts. but does not exceed 180 cwts. 1,280 

(j) Vehicles of which the regd. laden weight exceeds 180 cwts. 1,400 

(k) Additional tax payable in respect of vehicles used for drawing trailers :— 

(») for each trailer of which the regd. laden weight does not exceed 20 cwts. ....... 80 

(it) for each trailer of which the regrd. laden weight exceeds 20 cwts. but does not exceed 60 cwts. . „ 300 

(tit) for each trailer of which the regd. laden weight exceeds 60 cwts. . . . . . . . 600 

Provided that two or more vehicles shall not be chargeable under the clause in respect of the same trailer. 


3. Public service vehicles :— 

(a) Motor cabs registered under this Act for carrying not more than 5 persons including the driver 
(i) Motor cabs registered under the this Act for carrying more than 5 but not more than 7 persons including the 
driver 

(c) Stage carriages and contract carriages registered under this Act to carry more than 6 persons excluding the driver 


4. Motor vehicles other than those liable to tax under the foregoing provisions of this Schedule:— 

(a) weighing not more than 15 cwts. unladen . .. 

(b) weighing more than 15 cwts. but not more than 30 cwts. unladen. 

(c) weighing more than 30 cwts. unladen ............ 

(d) Additional tax in respect of such vehicles used for drawing trailers:— 

for each trailer . . . . . • • • 

Provided that two or more vehicles shall not be chargeable under this clause in respect of the same trailer. 

Note. _The above taxation rates are for motor vehicles fitted with pneumatic tyres. A 50 per cent, higher taxation shall be paid for vehicles not fitted. 

•Note. _Rs. 6 of the Indian Currency are equal to Rs. 7 of the Hyderabad Currency. 


300 

400 

80 for every pas¬ 
senger exclud¬ 
ing the driver 
& conductor, 
which the vehi¬ 
cle is so regis¬ 
tered to carry. 

70 

too 

160 

80 
















ANNEXURE B 
Schedule XIII 
Classes of Vehicles 


Annual Tax 
O.S. Rs* 

i. Motor Cycles (inluding motor scooters and cycles with attachment for propelling the same by mechanical power) : — 


(a) without sidecar . 
( 4 ) with sidecar 
(c) tricycles 
a. Goods Vehicles 

(a) Motor Cycles 


( k) Vehicles of which the regd. laden weight does not exceed 20 cwts. ........ 

(r) Vehicles of which the regd. laden weight exceeds 20 cwts. but does not exceed 30 cwts. 

(rf) Vehicles of which the regd. laden weight exceeds 30 cwts. but does not exceed 45 cwts. 

(«) Vehicles of which the regd. laden weight exceeds 45 cwts. but does not exceed 60 cwts. 

(/) Vehicles of which the regd. laden weight exceeds 60 cwts. but does not exceed 85 cwts. . ;. 

( g ) Vehicles of which the regd. laden weight exceeds 85 cwts. but does not exceed no cwts. 

( h) Vehicles of which the regd. laden weight exceeds 110 cwts. but does not exceed 150 cwts. 

(i) Vehicles of which the regd. laden weight exceeds 150 cwts. but does not exceed 180 cwts. ... 

(j) Vehicles of which the regd. laden weight exceeds 180 cwts. . . 

(k) Additional tax payable in respect of vehicles used for drawing trailers :— 

(i) for each trailer of which the regd. laden weight does not exceed 26 cwts. ..... 

(>t) for each trailer of which the regd. laden weight' exceeds 20 cwts. but does not exceed €0 cwts. , 

(it i) for each trailer of which the regd. laden weight exceeds 60 cwts. 

Provided that two or more vehicles shall not be chargeable under the clause in respect of the same trailer. 

3. Public Service Vehicle* :— 

(а) Motor cabs registered under this Act for carrying not more than 5 persons including the driver . 

( б ) Motor cabs registered under this Act for carrying more than 5 persons but not more than 7 persons including 

the driver. . . 

(c) State carriages and contract carriages regd. under this Act to carry more than six persons excluding the driver 


4. Motor Vehicles other, than those liable to tax under the foregoing provision of this schedule 

(a) weighing not more than 15 cwts. unladen. 

(b) weighing more than 15 cwts. but not more than 30 cwts. unladen. 

(1 c ) weighing more than 30 cwts. unladen . . , , . . . . . . 

(<f) Additional tax in respect of such vehicles used for drawing trailers :— 

for each trailer . . . ..... . , , 

Provided that two or more vehicles shall not be chargeable under this clause in respect of the same trailer. 


5 

7 

7 


The rate fixed 
for other motor 
cycles against 
class I. 

.50 

75 

100 

I2 5 

T50 

200 

250 

300 

400 


80 

200 

300 


50 


1 ° 

10 

for every passen¬ 
ger excluding the 
driver and con¬ 
ductor which the 
vehicle is so re¬ 
gistered to carry. 


16 

16 

38 

10 


tyres. 


Not*. —The above taxation rates are for mtor vehicles fitted with pneumatic tyres. A 50 per cent, higher taxation shall be paid for vehicles not fitted with pneumatic 
♦Note. —Rs. 6 of the Indian Currency are equal to Rs. 7 of the Hyderabad Currency. 


ANNEXURE C 

Home Department Notification 
(By the order of the Military Governor, Hyderabad) 
No. 15. Dated 19-10-1958 F. 

In exercise of the powers conferred by Section 142 
of Hyderabad Motor Vehicles Act No. II of 54 F. and 
rule 60 of Hyderabad Motor Vehicles Rules 55 F., the 
Government is hereby pleased to exempt all motor vehi¬ 
cles owned by the Government of Hyderabad and used 
exclusively for Government purposes, from the tax pay¬ 
able under Section 135 of the said Act, and from the 
registration fee payable under rule 59 of the said rules 
respectively. 

This exemption will not apply to the vehicles of 
Government or quasi-Government Departments for 
example the Road Transport Department the Commer¬ 
cial-Corporation etc., which use them commercially and 
not exclusively for Government purposes. 

This order will cofiie into force from the date of its 
publication in the Jarida. 


ANNEXURE D 

Home Department Notification 
No. 28. Dated 10-6-1950. 

In exercise of the powers conferred by Section 142 of 
the Hyderabad Motor Vehicles Act No. II of 1354 Fasli. 
H. E. H. the Nizam is pleased to exempt from the pay¬ 
ment of tax leviable under Section 135 of the said Act, 
all Motor Vehicles belonging to and used exclusively for 
the purposes of the Central Government other than those 
used for carriage of passengers or goods for hire or 
reward with effect from the date of the publication of 
this notification in the Jarida. 


ANNEXURE E 

Home Department Notification 
No. 8. Dated 7-6-1950. 

With reference to Home Department’s Notification 
No. 16. dated 19-10-1358 Fasli, and in exercise of 
the power conferred by Section 142 of the Hyderabad 
Motor Vehicles Act, 1354 Fasli, and Rule 60 of the 
Hyderabad Motor Vehicles Rules, 1355 Fasli, H. E. H. 
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the Nizam is hereby pleased to exempt all motor vehi¬ 
cles of the Hyderabad Co-operative Commercial Corpora¬ 
tion from the payment of tax leviable under Section 
135 of the said Act and the registration fees payable 
under rule 59 of the said Rules, with effect from the 
date of publication of this notification in the Jarida. 

ANNEXURE F 

STATEMENT' OF OBJECTS AND REASONS 

The tax on motor vehicles has hitherto been levied 
on the basis of provisions embodied in Chapter X of 
the Hyderabad Motor Vehicles Act II of 1354 Fasli. 
With the extension of the Indian Motor Vehicles Act 
of 1939 to Hyderabad State with effect from 1st of April, 
1951 and the consequent repeal of the Hyderabad Mo¬ 
tor Vehicles Act, an anomalous position has arisen in- 
as-mueh as Chapter X of the Hyderabad Motor Vehicles 
Act, which is outside the purview of the Indian Motor 
Vehicles Act and which deals with a subject on which 
the State Legislature is competant to make laws, cannot 
be construed to have been repealed. The enactment of 
a separate Legislation as in other States dealing with 
taxation of motor vehicles has, therefore, become a 
necessity. The enactment now proposed is a logical 
sequence to the acceptance of the recommendations of 
the Motor Vehicles Enquiry Committee, 1950 as approved 
by the Government of India, and has been drafted to 
give effective meaning in the direction, at present, most 
urgent to the merger of all municipal and local taxes, 
tolls, cesses etc., with the motor tax and to the provision 
of a non-lapsing road fund, which should secure for the 
authority responsible for the up-keep of roads a share 
of the proceeds of the tax on motor vehicles. 

HYDERABAD MOTOR VEHICLES TAXATION 
ACT, 1952 

(Under Consideration of Government) 

Whereas it is expedient to revise Chapter X of the 
Hyderabad Motor Vehicles Act, 1354 F., and' to make 
a separate enactment on the subject in view of the 
extension of the Indian Motor Vehicles Act to the 
Hyderabad State for the purpose hereinafter appearing. 

It is hereby enacted as follows : — 

CHAPTER I 
Preliminary 

1. (i) This act may be called the Hyderabad Motor 
Vehicles Taxation Act, 1952. 

(ii) It shall extend to the whole of Hyderabad State. 

(iii) It shall come into force on the first of April, 1952. 

(iv) The corresponding provisions of Chapter X of 
the Hyderabad Motor Vehicles Act, 1354 Fasli, shall 
stand repealed from the date of enforcement of this 
Act. 

2. Definitions .—In this Act unless the context other¬ 
wise requires : 

(i) “Certificate of Taxation” means a prescribed cer¬ 
tificate issued under Sub-section (iii) of Section 5 show¬ 
ing the rates at which the tax is leviable and the periods 
at which the tax been paid, and includes a fresh tax 
taken in place of the original token under sub-section 

(ii) of Section 9. 


CHAPTER II 

3. Notwithstanding anything contained in any enact¬ 
ment, regulation, law or order having the force of law, 
no local body shall as from the 1st of April, 1952 be 
competent to levy any tax, toll or fee, on motor vehicles. 

4. As from the 1st of April 1952 a tax at the rates 
fixed by the State Government and published by noti¬ 
fication in the Official Gazette not exceeding the maxi¬ 
mum rates specified in the Schedule 1 of this Act shall 
be levied on all motor vehicles used or kept for use in 
the State of Hyderabad. 

5. Payment of tax and Issue of Tax Token. — (i) The 
tax levied in pursuance of Section 4 shall be paid in ad¬ 
vance in cash or crossed postal order by the registered 
owner or person having possession or control of, the 
motor vehicle in respect of a quarter, half-year or taxa¬ 
tion year, at his choice upon a quarterly, half-yearly or 
annual licence to be taken out by him. 

Explanation. —The tax for a half yearly licence shall 
not exceed 55 per cent, and the tax for a quarterly 
licence shall not exceed 30 per cent, of the tax for an 
annual licence. 

(ii) For any period less than a quarter expiring on 
the last date of any quarter, the tax shall be levied at 
the quarterly rates referred to in Sub-section (i) above, 
less l/12th of the annual rate of the tax for every com¬ 
plete Calendar month which has expired during such 
quarter : 

Provided further that in calculating the amount due 
under this Section for any period less than one year, 
the fraction of a rupee less than 8 annas shall be count¬ 
ed as annas 8 and the fraction of a rupee exceeding 
annas 8 shall be counted as a Rupee. 

(iii) When any person pays the amount of tax for a 
quarter, half-year or year in respect of a motor vehicle 
using any public road or proves to the satisfaction of 
the taxation authority that no tax is payable in respect 
of such vehicle the taxation authority shall— 

(a) grant to such person a tax token in the appro¬ 
priate form of Schedule II for the period con- 

gUknfaftperned; and 

(b) record that the tax has been paid for the speci¬ 

fied period or that no tax is payable in respect 
of that vehicle as the case may be, in the certi¬ 
ficate of registration granted in respect of the 
vehicle under the Indian M. V. Act IV of 1939, 
or in the case of vehicles not registered under 
that Act, in a certificate of taxation. • . 

6. Refund of Tax. —Where the tax for any motor vehi¬ 
cle has been paid in respect of any quarter, half-year, 
or taxation year and the vehicle has not been used dur¬ 
ing the whole of that quarter, half-year, or taxation year 
or a continuous part thereof not being less than one 
month, a refund of the tax in accordance with the 
principles specified in Schedule III shall become due, 
subject to such conditions as may be prescribed. 

7. Temporary tax token. —Notwithstanding anything 
contained in Section 4 or in Sub-section (i) and (ii) of 
Section 5 Government may, by notification, direct, that 
a temporary tax token be issued for a period not excee¬ 
ding 30 days at a time in respect of any motor vehicle 
or class of motor vehicles on payment of such a sum 
and subject to such conditions as may be prescribed. 


(ii) “Local Body” means Corporation of Hyderabad 
or Secunderabad or Municipal Committee or a Town- 
Committee, or a District Board or a Taluqa Board or a 
Cantonment Board or a Panchayat or any other local 
taxing authority constituted under any law or anything 
having the force of law for the time being in force,. 

(iii) “Prescribed” means prescribed by Rules made 
under this Act. 


(iv) “Tax” means a tax imposed under this Act. 


(v) “Taxation Authority” means any officer or other 
authority appointed by Government to exercise the 
powers and perform the functions of a taxation autho¬ 
rity under this Act. 


(vi) “Taxation Year” means the financial year; “Half 
Year” means the first 6 months or the second 6 months 
of a “taxation year” ; and “Quarter” means the first 3 
or the second 3 months of a “Half Year”. 


(vii) “Tax token” means the taxation licence referred 

to in Schedule II. 

(viii) Words and expressions used but not defined in 
this Act, shall have the meaning assigned to them in 
the Motor Vehicles Act IV of 1939. 


8. Necessity of token and its display .—No motor 

vehicle shall be used in -any public place unless a valid 
token has been obtained under Sub-section (iii) of Sec¬ 
tion 5 and unless that token is displayed on the vehicle 
in the prescribed manner. ' 

9. (t) Every registered owner of, or person who has 
possession or control of, a motor vehicle used or kept 
for use in the State shall fill up and sign a declaration 
in the prescribed form, stating* the prescribed particulars 
and shall deliver within the prescribed time the declara¬ 
tion so filled up and signed to a Taxation Authority and 
shall pay to the Taxation Authority the tax which lie 
appears by such declaration to be liable to pay in res¬ 
pect of such vehicle. 

(ii) When a motor vehicle used or kept for use is 
altered so as to render the registered owner or person 
who is in possession or control of such vehicle liable 
to the payment of an additional tax under Section 10, 
such person shall fill up and sign an additional declara¬ 
tion in the prescribed form showing the nature of the 
alteration made and containing the prescribed particu¬ 
lars and shall deliver such additional declaration so 
filled up and signed together with the tax token and 
the certificate of taxation in respect of the motor vehi¬ 
cle so altered to a Taxation Authority and shall pay to 
the Taxation Authority the additional tax payable under 



Section 10 which he appears by such additional declara¬ 
tion to be liable to pay in respect of such vehicle. On 
receipt of such additional tax, the Taxation Authority 
shall issue to such owner or person a fresh tax token 
in place of the original token and shall cause an entry 
about such payment to be made in the certificate of 
taxation. 

10. Payment of additional tax. —When any motor 
vehicle in respect of which a tax has been paid is 
altered in such manner as to cause the vehicle to be¬ 
come a vehicle in respect of which a higher rate of tax 
is payable, the registered owner or person who is in 
possession or control of such vehicle shall pay an addi¬ 
tional tax of a sum which is equal to the difference 
between the tax already paid, and the tax which is 
payable in respect of such vehicle for the period for 
which the higher rate of tax is payable in consequence 
of its being altered and the Taxation Authority shall 
not grant a fresh tax token in respect of such vehicle 
so altered until such amount of tax has been paid. 

11. Liability to pay arrears of tax of persons succee¬ 
ding to the ownership, possession or control of motor 
vehicles.-—(i) If the tax leviable in resnect of any motor 
vehicle remains unpaid by any person liable for the pay¬ 
ment thereof and such person before having paid the tax 
has transferred the ownership of such vehicle or has 
ceased to be in possession or control of such vehicle, the 
person to whom the ownership of the vehicle has been 
transferred or the person who has possession or control 
of such vehicle shall be liable to pay the said tax to the 
Taxation Authority. 

(ii) Nothing contained in this section shall be deemed 
to affect the liability to pay the said tax of the persofi 
who has transferred the ownership or has ceased to 
be in possession or control of this vehicle. 

12. Power of Police Officer to stop a motor vehicle .— 

(i) Any Police Officer in uniform or any Officer prescrib¬ 
ed under the rules may require the driver of any motor 
vehicle in any public place to shop such vehicle and cause 
it to remain stationary so long as may reasonably be 
necessary for the purpose Of satisfying himself that the 
amount of the tax due in accordance with the provisions 
of the Act in respect of such vehicle has been paid. 

(ii) Any person failing to stop a motor vehicle when 
required to do so by a police officer or authority pre¬ 
scribed under sub-section (i) shall, on conviction, be 
punishable with the same penalty as provided in Sec¬ 
tion. 16. 

13. Utilization of the proceeds of the tax. —(1) From 
the proceeds of the tax collected under this Act every 
year, the following credits and payments shall be made 
in the order mentioned below : — 

(i) Firstly, these shall be credited to the Government 
for the expenses of collecting the tax. 

v 

(ii) Secondly, these shall be credited to the Govern¬ 
ment the cost incurred by them in exercising their 
administrative functions in regard to the control of 
motor vehicles in the- State. 

(Hi) Thirdly, these shall be paid to each local body 
which at the commencement of this Act was levying on 
motor vehicles toll, vehicle tax and road cess or any 
one or more than one of such tolls, tax and cess, a sum 
equivalent to the net average annual income derived 
by such local body during the three years prior to 31st 
March, 1952, from all or any of such tolls, tax and cess, 
as the case may be. 

(2) The State Government shall determine the sums 
which should be credited to members or paid to lipcal 
bodies under sub-clauses (i) to (iii) and their determina¬ 
tion shall be final. 

(3) [Please see Addendum.] 

14. Penalty for failure to pay tax. —If the tax due in 
respect of any motor vehicle has not been paid, the 
Taxation Authority shall recover from the owner or 
the person having possession or control thereof, the 
amount of the tax due by him in respect of such vehicle 
for the quarter or quarters concerned, and may also 
recover from him by way of penalty a further sum 
which may extend to twice the yearly tax in respect 
of that vehicle, and shall be recovered as if it were a tax. 

15. Recovery of tax as an arrear of Land Revenue .— 
Any tax or fine due under this Act may be recovered 
in the same manner as an arrear of land revenue and for 
this purpose the motor vehicle in respect of which the 
tax or fine is levied or its accessories may be detached 
or sold whether or ppt such vehicle or accessories are 
in the possession or control of the person liable to pay 
the tax. 

8—2 T.E. Gom./56. 


16. Other Penalties.—’Whoever contravenes any of 
the provisions of this Act or of any rule made thereun¬ 
der shall, on conviction, if no other penalty is elsewhere 
provided in this Act or the rules for such' a contraven¬ 
tion, be punishable with fine which may extend to one 
hundred rupees and in the event of such person having 
been previously convicted of an offence under thi£ Act 
or any rule made thereunder, with fine which may 
extend to two hundred rupees. 

17. Trial of offences. —No court inferior to that of a 
First Class or Second Class Magistrate shall try an 
offence punishable under this Act. 

18. Levy op Tolls. —Notwithstanding anything contain¬ 
ed in this Act, it shall be lawful for the Government or 
any local body to levy fee or fees on vehicles for 
service or services rendered, in the undermentioned 
case*: — 

(i) Tolls may be levied at ferries (ferry charges) the 
rates being so adjusted that the ferries yield no profit. 

(ii) Tolls may be levied at river crossing of unbridged 
rivers provided that the amounts collected do not exceed 
the annual costs of construction of such temporary 
crossings. 

(iii) Tolls may be levied for servicing loans specifically 
taken on their security frfim either public or Govern¬ 
ment Reserves for constructing major road bridges or 
costly hill roads. 

Note.—M ajor bridges or costly hill roads will be bridges or roads that cost not 
less than five lakhs of rupees. 

(iv) Pilgrim taxes may be levied at pilgrim centres 
provided that the same taxes are levied on all pilgrims 
and the whole proceeds of such taxes do not exceed the 
cost of providing amenities and services for the pilgrims. 

. («) Fees may.be levied on buses for the purposes of 
defraying the cost of construction and maintenance of 
bus Stands and Shelters, amenities, etc., for passengers 
provided that the proceeds of such collections do not 
exceed the expenditure to be incurred. 

19. Exemptions. —The State Government may by noti¬ 
fication in the Official Gazette, exempt totally or partially 
any motor vehicle or class of motor vehicles or modify 
in respect of the payment of the tax. 

20. Exemption p f motor vehicles used for agriculture. — 
All motor vehicles designed and used solely for carrying 
out agricultural operations on farms or farm lands shall 
be exempt from the payment of the tax. 

Explanation. —For the purpose of this section, the 
expression “Agriculture operation” shall mean tillings, 
sowing, harvesting, crushing of agricultural produce or 
any other similar operations carried out for the pur¬ 
pose of agriculture but shall not include the transporta¬ 
tion of persons or materials for the purpose of agriculture 
or the transportation of agricultural produce. 

21. Appeals. —Any person who is aggrived by any 
order of a taxation authority made under this Act, may 
within the prescribed time and in the prescribed man¬ 
ner, appeal to the prescribed authority. 

22. Power to make rules j—( 1) The State Govern¬ 
ment may make rules for carrying out all or any of the 
purposes of this Act. 

(2) In particular and without prejudice to the genera¬ 
lity of the foregoing provisions the State Government 
may make rules for all or any, of the following purposes, 
namely : 

(a) to prescribe the form, declaration or certificate, 
the particulars to be stated therein and the 
time within which the declaration shall be 
delivered ; 

(b) to regulate the manner in which refunds or 
deductions or exemptions may be claimed; 

(c) to specify the police officer or other officer em¬ 
ployed to exercise powers under Section 12; 

(d) to provide for the total or partial exemption 
from liability to payment of the tax of any 
motor vehicle brought into the State by any 
person visiting the State or making temporary 
stay therein, the time within which the declara¬ 
tion shall be made by any such person, the 
amount which shall be payable on account of 
such-vehicle and the tax token which any such 
vehicle shall carry; 

. < 

(e) display of a token "granted in respect of a motor 
vehicle under Section.8; 

( f) period of grace within which the tax which has 

fallen due is payable; 

( g) conditions for grant of temporary tokens ; 
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(h) the time during which, the manner in which and 
the authority to which an appeal may be made 
under Section 18-A. 

(3) All rules made under this Section shall be publish¬ 
ed in the Official Gazette and shall, unless some other 
date is appointed, come into iorce on the date of such 
notification. 

SCHEDULE I 
(See Section 4) 

PART A 

' Basis of Taxation 

The tax imposed on a motor vehicle falling under 
any of the categories listed in the first column of Table 


A in part A of Schedule I shall be assessed only on 
the corresponding basis entered in the second column 
of that table ; and the maximum rate of tax imposed 
on such vehicle shall not exceed the tax calculated in 
accordance with Tables A to E of Part B of this 
Schedule. 


Where under any reciprocal arrangements between 
two or more States, tax in respect of a transport vehicle 
is required to be paid to more than one State, the total 
tax payable in respect of that vehicle shall not exceed 
the tax calculated in accordance with Tables A to B 
of Part B of this Schedule. 


Table A 
Basis of Taxation 


(A) For a vehicle under the following categories: 

(1) 

i. Motor Cycles: 

(a) Two-wheeler ...... 

(A) Two-wheeler with a trailer* 

(c) Two-wheeler with sidecar . 

( d ) Tricycle, i.e., three-wheelers without body or roof 


The basis of assessment of tax shall be : 

( 2 ) 


sf. Invalid carriages.. 

3. Motor cars being vehicles having more than two wheels and being 
provided with body or roof. 


(a) Flat rate. 
(A) Do. 

(c) Do. 

(d) Do. 

2. Flat rate. 


3. Registered unladen weight 

4. Seating capacity. 


4 . Motor cabs . 

5 . Contract carriages.5- Seating capacity)-. 

6 . Stage carriages ..-. . .6. Do. 

7 . Goods vehicles . . . . . . . 7 . Registered laden weight. 

8 . Locomotives and Tractors. 


9. Trailers for carrying goods vehicles whether attached to motor cars, 
motor cycles or transport vehicles. 

10. Trailers for carrying passengers other than caravans . 

It. Caravans and other types of trailers not specified above 

12. Vehicles used for carrying both passengers and goods . 


13. Fire engines, fire-tenders and road water sprinklers 

14. Road rollers . . . . . . . . . .14. Registered unladen weight. 

15. Special cases ... . .. 


8. Laden weight which Will be assumed to be equal to the registered 

unladen weight for this purpose. 

9. Registered laden weight. 


10. Seating capacity. 

11. Registered unladen weight* 

12. The tax payable shall be an amount equal to the tax payable on 
the basis of seating capacity plus the tax payable on a registered 
weight which is to be calculated as below. The registered laden 
weight for this purpose will be that proportion of the unladen 
weight of the vehicle which the floor area for carrying goods 
bears to the total floor area of the vehicle plus the authorised 
load'. 

13. Registered unladen weight. 


15. (i) Articulated vehicle shall be taxed on the registered laden 
weight of the combination. In all other cases the trailer and the 
trailers shall be taxed separately . 

(it) Where a vehicle is normally to be used for more than one 
purpose the tax payable shall be at the highest of the rates appli¬ 
cable. 


PART B 

Taxation 


(i) Vehicles using petrol, motor spirit, benzene, or on the basis of the regd. laden weight, the following 
power alcohol, or a mixture containing any of these. — table shall be used : — 

(A) Wherever, under Part A, the tax has to be assessed 


Table A 


Registered laden weight 
Not exceeding 1,000 lbs. 


Maximum Annual Tax 


Rs. 100. 


Exceeding 1,000 lbs. but not exceeding 4,000 lbs.Rs. too plus Rs. 20 for every additional 500 lbs. or part thereof be¬ 

yond 1,000 lbs. 


Exceeding 4,000 lbs. but not exceeding 8,000 lbs. 
Exceeding 8,000 lbs. but not exceeding 18,000 lbs. . 
Exceeding 1,8000 lbs. ..... 


Rs. 220 plus Rs. 25 for every additional 500 lbs. or part thereof be¬ 
yond 4,000 lbs. 

. Rs. 420 plus Rs. 30 for every additional 500 lbs. or part thereof 

beyond 18,000 lbs. 

. Rs. 1,020 plus Rs. too for every additional 300 lbs. or part thereof 

beyond 18,000 lbs. * 


• If the trailor is removable, it shall be taxed separated as a trailer under item 9 . 

t Includes standing passengers also. 














(B) Wherever, under Bart A, the tax is to be assessed sons whose registered unladen weight is less than 2,500 

s 0 hal t l h be ba use S d 0 [provi t d n ed, however, thlt ^“fase^of | bs ‘ f *> licable shall be those given under sec- 

motor cabs with seating capacity of less than four per- * 10n t°) below J. 

Table B 

Licensed capacity including standing passengers but excluding driver Maximum Annual Tax 

and conductor 

4 persons .......... Rs. 400. 

Exceeding 4 persons but not exceeding 8 persons . . . Rs. 400 plus Rs. 50 for every additional person beyond 4. 

Exceeding 8 persons blit not exceeding 26 persons .... Rs. 600 plus Rs. 80 for every additional person beyond 8. 

Exceeding 26 persons but not exceeding 32 persons, . . . Rs. 2,040 plus Rs. 60 for every additional person beyond 26. 

Exceeding 32 persons . . . ... Rs. 2,400 plus Rs. 40 for every additional person beyond 32. 


(C) Wherever, under Part A, the tax'is to be assessed table shall be used : — 
on the basis of the registered unladen weight, the follow ing 

Table C 


Registered unladen weight 

Maximum Annual Tax 

Not exceeding 2,500 lbs. 

Exceeding 2,500 lbs. .... 

. Rs. 15 for every 500 lbs. or part thereof. 

. . . . Rs. 75 plus Rs. 25 for every 500 lbs. or part thereof beyond 2,500 lbs. 


(D) Wherever, under Part A, the tax is to be assessed 
at a flat rate, the relevant rate from the following table 
shall be used : 


Table D 


Type of Vehicle 

1. Motor Cycles : 

Maximum Annual 
Tax 

Rs. 

(a) Two-wheeler . . 

• 

18 

(i) Two-wheeler with trailer 

• 

24 

(c) Two-wheeler with side car 

• 

24 

(d) Tricycles without body and roof 

• 

24 

2. Invalid carriages .... 

. 

t8 


3. Motor cabs (with seating capacity less than four 200 

or with seating capacity of four but unladen 
weight below 250 lbs.). 


(a) 3 -wheelers .... 

. . 200 

(4) 4 -wheelers. 

300 

Table E 

(ii) Vehicles using other fuels than those referred 
to in (i) above .—The total tax payable shall be an 
amount equal to the tax payable under (i) above plus 
surcharge. The following table shall be used for fixing 
the amount of surcharge. 

Type of vehicles 

1 . Goods vehicles . . . . 

Maximum surcharge 
per annum. 

, Rs. 

500 

2 . Stage carriages . . . . 

800 

3 . Other vehicles . . ... 

. . No surcharge 

shall be 

levied. 


(iii) The rates given under (t) and (ii) above apply to 
vehicles fitted with pneumatic tyres. For other vehicles 
the maximum rates shall be 50 per cent more than for 
the corresponding vehicles fitted with pneumatic tyres. 

SCHEDULE II 
[See Section 2 (vii)] 

PART 1 

1. A Tax Token issued in respect of a transport vehi¬ 
cle shall be in Form A, Form B or Form C of Part II 
of this Schedule according as the licence is issued for a 
quarter, half-year or taxation year, respectively. 

2. A Tax Token issued in respect of a motor vehicle 
other than a transport vehicle shall be in Form D, Form 
E or Form F of Part II of this Schedule according as 
the licence is issued for a quarter, half-year or taxation 
year, respectively. 


3. A Tax Token issued in respect of a motor vehicle 
for any period other than a quarter, half-year or taxa¬ 
tion year shall be in Form G of Part II of this Schedule. 

4. The background of the licence may be in any 
shade other than light or dark, red or pink, provided 
that different shades shall be used in the case of licences 
for transport vehicles, and vehicles other than trans¬ 
port vehicles, relating to the same length of period. The 
cross and band indicated in the case of a quarterly and 
half-yearly licence and the circular in the case of a 
licence in Form C shall be printed in a shade different 
from the background. 


5. The licence in Form G shall be printed on paper 
of red or pink colour only. 


SCHEDULE III 

Principles for Arriving at the Amount of Tax to be 
Refunded 

1. If the refund is to be granted in respect of a period 
forming part of a quarter or parts of two quarters, but 
without including the whole of a complete quarter, the 
refund shall be equal to one-twelth of the annual tax 
multiplied by the number of complete months contained 
in the period, a month being taken as thirty days for 
this purpose. 

2. If the Tefund is to be granted in respect of a period 
including one or more complete quarters, the refund 
shall be equal to one-fourth of the annual tax for each 
such complete quarter, plus a refund in respect of the 
remaining period or periods arrived at according to 
rule I. For the purposes of this rule, all the days remain¬ 
ing after deduction of all the complete quarters, shall 
be treated together. 

3. No refund shall be granted unless the relevant tax 

licence is surrendered on or before -the first day of the 
period for which the refund is to be granted or within 
a reasonable period thereafter. In case the refund Is 
only for a part of the period for which the licence is 
valid, an endorsement showing the period for which the 
licence is valid shall be made thereon which shall then 
be returned. ; 

’4. If any question arises as to whether or not a licence 
was surrendered within a reasonable period after the 
first day of the period for which the refund is to be 
granted, the decision of the officer empowered to grant 
the refund shall be final. n 


5. No refund shall be made in case where the tax is 
paid only after its non-payment is detected or after a 
prosecution or other proceeding has been commenced 
in respect of such non-payment, but the officer empower¬ 
ed to grant the refund may sanction refunds in such 
cases if he is satisfied that special circumstances exist 
which justify that course. 
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Home Department Notification 
Dated..., . 


.195 


No. 

In exercise of the powers conferred by section 4 of 
the Hyderabad State Motor Vehicles Taxation Act, 1952, 
H. E. H. the Nizam is hereby pleased to direct that 
with effect from 1st April 1952, tax shall be levied in 
respect of yearly to taxation licence issued to motor vehi¬ 


cles using any public road in the Hyderabad State at 
the rate specified below : — 

I. Vehicles using petrol, motor spirit, benzene or power 
alcohol or a mixture containing any of these. —(A) Where- 
ever, under Part A, the tax has to be assessed 6n the 
basis of the Registered Laden Weight, the following 
table shall be used :— 


Table A 


Registered Laden Weight 


Annual Tax 

( 1 ) Not exceeding 1,000 lbs. . . • • 

. 

Rs. 75- 

, ( 2 ) Exceeding 1,000 lbs. but not exceeding 4,000 lbs. 

• 

Rs. too plus Rs. 10 "for every additional 500 lbs. or part thereof, 
beyond 1,000 lbs. 

( 3 ) Exceeding 4,000 lbs. but not exceeding 8,000 lbs. 

e 

• 

Rs. 200 plus Rs. 20 for every additional 500 lbs. or part thereof, 
beyond 4,000 lbs. 

( 4 ) Exceeding 8,000 lbs. but not exceeding 18,000 lbs. 

- 

Rs. 400 plus Rs. 20 for every additional 500 lb. or part thereof, 
beyond 8,000 lbs. 

( 5 ) Exceeding 18,000 lbs. 

• 

Rs. 800 plus Rs. 25 for every additional 500 lbs. or part thereof 
beyond 18,000 lbs. > 

(B) Wherever, under Part A, the tax is to be asessed 
on the basis of seating capacity, the following table 
shall be used [provided, however, that in the case of 
motor cabs with seating capacity of less than 4 persons 

whose registered unladen weight is less than 2,500 lbs. 
the rates applicable shall be those given under section 
(D) below]. 


Table B 

Licensed capacity including standing passengers but excluding driver 
and conductor 

Annual Tax 

(t) 4 persons . 

• 

Rs. 120 . 

( 8 ) Exceeding 4 persons but not exceeding 8 persons. 

• 

Rs. 180 plus Rs. 10 for every additional person beyond 4 . 

( 3 ) Exceeding 8 persons but not exceeding 26 persons 


Rs. 150 plus Rs. 15 for every additional person beyond 8 . 

( 4 ) Exceeding 26 persons but not exceeding 32 persons 

■ 

Rs. 400 plus Rs. 15 for every additional person beyond 26 . 

( 3 ) Exceeding 32 persons . . . . . 

■ 

Rs. 500 plus Rs. 15 for every additional person beyond 32 . 

(C) WhereVer, under Part A, the tax is to be assessed 
on the basis of the registered unladen weight, the follow- 

Table C 

ing table shall be used : — 

Registered Unladen Weight 


Annual Tax * 

I, Not exceeding 2 , 500 . lbs . 


Rs. to for every 500 lbs. or part thereof. 

a. Exceeding 2,500 lbs. . 

‘ 7T- : T1 

Rs. 75 plus Rs. 5 for every 500 lbs. or part thereof beyond 2,500 lbs. 


(D) Wherever, under Part A, the tax is to be assessed 
at a flat rate, the relevant rate from the following table 
shall be used i— 


Annual Tax 
Rs. 


18 

24 

24 

24 

18 


Table D 
Type of Vehicle 

I. Motor cycles : 

(a) Two-wheeler 
(4) Two-wheeler with trailer 
(e) Two-wheeler with sidecar 
(<f) Tricycles without body and roof 

a. Invalid carriages . 

j. Motor cabs (with seating capacity less than four 
or with seating capacity of four but unladen 
weight below 2,500 lbs.). 

(a) 3 -wheelers . . . • • 

( 4 ) 4 -wheelers .. ... 

II Vehicles using other fuels than those referred to in 
(I) above. —The total tax payable shall be an amount 
equal to the tax payable (I) above plus a sur-charge. 
The following table shall be used for fixing the amount 
ot surcharge.— 


III. The rates given under (I) and (II) above apply 
to vehicles fitted with pneumatic tyres. For other vehi- 
x cles the. rates shall be 50 per cent more than for the 
corresponding vehicle fitted with pneumatic tyres. 


No. 
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50 


50 

100 


Table E 


Type of vehicles 


1 . Goods Vehicles 
a Stage Carriages 
3 , Other Vehicle* 


Surcharge per 
annum 
Rs. 
too 

200 

No surcharge 
shall be 
levied. 


In exercise of the,powers conferred by section 19 of 
the Hyderabad State Motor Vehicles Taxation Act, 1952. 
H. E. H. the Nizam is hereby pleased to notify that 
with effect on and from the 1st of April 1952, the follow¬ 
ing classes of motor vehicles shall be exempt from the 
payment of the tax leviable under the said Act, 
namely : — 

(1) Motor vehicles using public roads under trade 
certificates issued under Rule 80 of the Hydera¬ 
bad State Motor Vehicles Rules, 1951, for the 
purposes specified in Rule 90 of those Rules. 

(2) Motor vehicles being property vested in the Cen¬ 
tral Government, which are in the use of the 
Army Department of the Government of* India. 

(3) Road Rulers and Tractors graders belonging to 
the Government or to local bodies. 

(4) Motor vehicles brought into the Dominions un¬ 
der cover of “Triptiques” or “Carnets-de-pas- 
sage” in respect of one entry in the Dominions 
and for a period not exceeding 30 consecutive 
days commencing from the date of such entry. 

(5) Chassis of a motor vehicle which is driven to 
any place in order that a body, be attached to 
it. 

( 6 ) Motor vehicles belonging tp and used exclusively 
for the purposes of the Central Government 
other than those for carriage of passengers or , 
goods for hire or reward. 
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(7) Motor vehicles belonging to and used exclusively 
tor Government purposes other than those for 
carriage of passengers or goods for hire or re¬ 
ward or used for commercial purposes. 

(8) All motor vehicles of the Hyderabad Co-opera¬ 
tive Commercial Corporation of the Hyderabad 
Government. 


No. 


Home Department Notification 

Dated . 


..195 


In exercise of the powers conferred by section 19 of 
the Hyderabad State Motor Vehicles Taxation Act, 1952, 
H. E. H. the Nizam is hereby pleased to make the 
following modifications in regard to the tax payable in 
respect of motor vehicles under the said Act.— 

(i) In respect of a motor vehicle ordinarily kept in 

the State the tax may be paid within seven 
days of the commencement of the quarter. 

(ii) In respect of a motor vehicle purchase at any 
time within the quarter, the tax may be paid 
within three days from the date of registration 
of the vehicle or from the date on which deli¬ 
very of it was taken, whichever is later. 

(iii) In respect of a motor vehicle not being a goods 
vehicle brought into the Hyderabad State, the 
tax may be paid within seven days of the entry 
of" the vehicle into the Hyderabad State. 

Home Department Notification 

No. Dated .195 . 

Half-Yearly and Quarterly Licences 

In exercise of the powers conferred by sections (4) 
and (5) of the Hyderabad State Motor Vehicles Taxa¬ 
tion Act, 1952, H. E. H. the Nizam is hereby pleased 
to direct that with effect from -the date commencing on 
1st of April, 1952, tax shall be levied in respect of half- 
yearly and quarterly licences issued to motor vehicles 
using any public road in the State at 55 per cent, and 
30 per cent, respectively of the rate of annual tax. 

Home Department Notification 

No. Dated .195 

In exercise of the powers conferred by clause 4 of 
section 2 of the Hyderabad State Motor Vehicles Taxa¬ 
tion Act, 1952, H. E. H. the Nizam is hereby pleased to 
appoint the following officers to exercise the powers 
and perform the function of Taxation Authorities- 
under the said Act : — 

(1) Regional Transport Officer, Hyderabad, for the 
City of Hyderabad and Secunderabad, and for 
the districts of Hyderabad and Medak, 

( 2 ) Regional Transport Officer, Warangal, for the 
districts of Warangal, Karimnagar and Nalgon- 
da. 

(3) Regional Transport Officer, Gulbarga, for the 
districts of Mahbubnagar, Raid&ur and Gui- 
barga. 

(4) Regional Transport Officer, Nizamabad, for the 
districts of Adilabad, Nizamabad, Nanded and 
Bidar. 

(5) Regional Transport Officer, Aurangabad, for the 
districts of Aurangabad, Bhir, Farbhani and 
Osmanabad. 

Addendum to Motor Vehicles Taxation Act, 1952 

Draft Addition to sub-section (3) to' section 13 of 
The Hyderabad Motor Vehicles Taxation Bill 

3. (a) Any surplus remaining after payment of the 
amount specified in sub-clause (1-3) of sub-section (1) 
shall be credited to the Hyderabad State Road Fund. 
Inclusive of the balance of proceeds on the Motor Vehi¬ 
cles Tax, the State Road Fund shall consist of : — 

(o) the proceeds of the Motor Vehicles Tax, 

(b) the part of the Fuel Surcharge collected by tHe 
Central Government for the State ; 

(c) the payment by the Central Government match¬ 
ing the Fuel Surcharge ; 

(d) the payment by the Central Government to the 
State out of the Central Road Fund; 

(e) the proceeds of the Roads Cess and Land 
Revenue; 

(f) contributions £rom the State General Revenue, 
(b) (i) The State Road Fund would be non-lapsing. 


(ii) All proposals for expenditure from the State Road 
Fund would be referred at a Standing Committee of the 
State Legislature before the proposals are approved by 
the State Government. 

(iii) Utilisation of the amounts from the Road Fund 
shall be in accordance with the rules to be framed for 
the purpose. 

ENTERTAINMENT TAX—HYDERABAD MUNICIPAL 
CORPORATION 

Section I— Factual Background 

(1) The Entertainment tax is levied by the Hydera¬ 
bad Municipal Corporation since 1356 Fasli (1947). All 
Entertainments where the admission is through tickets, 
are taxed. Exemption is given only to such perform¬ 
ances, the income of which is given to charitable or edu¬ 
cational institutions and where the cost of tickets is 
nominal. Copy of Entertainment Tax Rules is enclosed 
for information (Annexure A). 

(2) In the beginning, 3 per cent, of free-passes were 
allowed per show on the seating accommodation of the 
auditorium, but after one year it was reduced to 2 per 
cent, which is still in force. 

(3) The rates of Entertainment tax are laid down in 
section 3 of the said Rules. A statement showing the 
rates is attached—Statement (1). These rates have been 
sanctioned by the Government in 1356 F. (1947) when 
the tax was imposed. Since the levy of this tax, no 
changes have been made in the rates. At present there 
is no proposal to change the rates, except deleting item 
No. 1 of Section 3 (1) of the said Rules and fixing the 
Hat rate of one anna for the tickets up to annas eight. 

,, W Assessor & Collector of the Municipal taxes is 
the Head of the Entertainment Tax Section and Chief 
Inspector, Entertainment Tax is directly responsible to 
him for the collection and the supervision of this Sec¬ 
tion. 

r, average income from this tax is about 

Rs. 40,000 per month. The cost of administration and 
the collection of this tax from 1947 to 1952 is given 
in the statement No. 2, annexed. 

( 6 ) The tax is collected by the Management of the 
theatres from the public and deposited in Municipal 
treasury. Except a few small concerns, they are gene¬ 
rally‘prompt in payments. 

(7) There are no arrears of this tax from the Cinemas 

Only a meagre amount is" outstanding from the tempo¬ 
rary entertainments. ^ v 

( 8 ) There are certain possibilities of evasion of this 
tax in cases of small concerns if the supervision is loose. 
Sometimes, false number tickets and false statements 
showing lower amounts of tax are given and the sub- 
ordmate employees of the Managements of even well 
established concerns try to misappropriate the amount 
of tax. Occasionally they are found to collect the money 
at the gates without issuing , the tickets 

To avoid this, the tickets are stamped by the office 
and detailed record of stock and stamped tickets is 
kept. On the site, the Inspectors and the higher autho- 
rities check the tickets and count the spectators in 
auditoriums. 

Owing to the strict supervision, there is no evasion 
from the payment of this tax in the city of Hyderabad. 

Section II— Replies to Questions ‘ 

Question No. 172. 

(i) The rates of Entertainment tax in Hyderabad 
Municipality are not heavy, and there are no signs of 
diminishing returns in the income of this tax. But a 
downward trend is visible in the income of Entertain¬ 
ment tax, mainly due to present economic depression. 

(it) Uniformity in the rates in all the States is not 
advisable. The rates are to be in accordance with the 
standard of amenities to the public and the local 
economic condition of the place. The amount realised 
from the Cinemas in the year 1952-53 is O. S. 
Rs. 5,18,266-8-6 and from other entertainments is O S 
Rs. 16,708-5-6. (O. S. Rs. 7=1. (5. Rs. 6 ). 

* 

(iii) It is difficult to give the details of the tax collect¬ 
ed from each class of tickets. 

Question No. 172. Annexure 4 B. 

(i) The required information regarding the collections 
may be seen in the Statement No. II. 
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(ii) It is necessary to introduce the principle of gra¬ 
duation in the rates of. Entertainment Tax. 

(Hi) No modifications is desirable in , the present con¬ 
ditions. 

Question No. 173. 

For exemptions and concessions, the following factors 
are to be considered : 

(i) Educational Films where the admission' is not 
more than Annas 4. 

(ii) Charity shows. 

(Hi) Sports where the admission fee is not more than, 
annas 4. 

(iv) Other Entertainments where the, admission is 
less than 1 anna. 

1 

Question No. 174. 

Regarding the complimentary passes, 2 per cent of 
the total accommodation of the theatre may be allowed. 

In this office adhesive stamp system is not followed 
but the tickets are stamped by a special seal of this 
office, specially meant for this purpose only. Daily State¬ 
ments of Returns are submitted by the Exhibitors to 
this office which are checked by the Inspectors and the 
higher authorities, on the site. Weekly tax is collected 
as per the Daily Statement of Returns. 

The use of stamps is neither feasible nor economical. 
Moreover, the owners of small concerns and temporary 
entertainments would feel it difficult to pay the amount 
of stamps in advance. 

Question No. 175. 

There is no scope for the extension of this tax on any 
other Entertainments, as none of them are in an organis¬ 
ed form. 


Section III— Other Remarks 


STATEMENT I 

Rate of Entertainment Tax on the Entrance Tickets 


Admission rates 


Rate of amount 


Rs. a. p. 

I Up to Annas Four . . . o • 6 

a Is more than Four Aannas but less than o i o 

Eight Annas. 

3 Is more than Eight Annas but less than 020 

Rupee One. 

4 Is more than Rupee One but less than 040 

Rupees Two. 

5 Is more than Rupees Two but less than 060 

Rupees Three. 

6 Is more than Rupees Three but less than 080 

Rupees Four. 

7 Is more than Rupees Four but less than o 12 o 

Rupees Five. 

8 Is more than Rupees Five but less than 100 

Rupees 7-8-0. 

9 Is more than Rupees Rs. 7-8-0 less than 180 

Rupees Ten. 


to Is Ten Rupees or more 


One Rupee Eigh 1 
Annas in respect 
of the first Ten 
Rupees and One 
Rupee Eight 
Annas for every 
Five Rupees or 
portion thereof 
excess of the first 
Five Rupees. 


STATEMENT II 

Statement showing the Collection and Expenditure of Entertainment Tax Section from 1947 to 1953 


Entertainment Entertainment 
Tax collected Tax collected 
from Cinemas from other 
O.S. Rs. 'Entertainment 
O. S. Rs. 


Total Enter- Expenditure on 
tainment Tax Establishment 
O . S. Rs. O.S. Rs. 


Remarks 


1. 1356 F. (At Farwardi 56 F. to end of 1,96,335 7 0 

Aban 1356 F.) 

2 1357 Fasli . . . . ' . 2,71,365 1 o 

3 1358 Fasli. 3 , 49 . 39 ° 3 ° 

4 Azur 1358 F. to the end of Ardibahist 2,11,853 9 o 

1359F. (End of March 1950). 

5 April 1950 to the end of March 1951 . 4,00,097 o o 

6 April 1951 to the end of March 1951 . 5,51,474 6 o 

7 April 1952 to the end of March 1953 . 5,18,624 14 6 

8 April 1953 to the end of March 1954 . 


Rs. 


7,620 

I 

o' 

2,03*955 

8 

0 

15,284 

9 

8 

6,081 

9 

6 

2,76,446 

JO 

6 

36,871 

8 

8 

19,737 

6 

6 

3,69,127 

9 

6 

26,186 

13 

0 

9,728 

12 

6 

2,21,582 

5 

6 

13,123 

»4 

0 

23,310 

0 

0 

4 , 23 , 4°7 

0 

6 

32,629 

0 

a 

19,627 

11 

6 

5,70,102 

1 

0 

24,876 

7 

6 

16,708 

5 

6 

5 , 35,333 

14 

0 

38,240 

15 

0 


5,50,000 00 .. Estimate for 53-54. 


ANNEXURE A 

Translated summary of Entertainment Tax Rules 
Enforced in Hyderabad Municipal Corporation 


Under the Rules, the maximum rates which the Cor¬ 
poration can sanction subject to the approval of the 
Government are given in the Scheduled attached here¬ 
with. 


The Corporation is authorised to collect the tax either 
per head of’the number of visitors or the amount can 
be realised in a consolidated payment at such percen¬ 
tage of the gross proceeds, as the Corporation may deem 


All the tickets of entertainment will have to be stamp¬ 
ed by the Corporation by a special seal. 

The exemption from entertainment tax may be given 
by the Corporation if the Corporation is satisfied that 
the whole of the proceeds of an entertainment are 
devoted to philanthropic, charitable, religious or educa¬ 
tional purposes. 

The Commissioner of the Hyderabad Municipal Cor¬ 
poration or any officer authorised by him can inspect 
or enter place of entertainment at any time for the 
purpose to see whether the provisions of these rules are 
complied with. It is incumbent on the proprietor or 
the person in charge of any such entertainment or place 
to give every reasonable assistance to the Commissioner 
or the said person. 




57 


The propriety ch class 

in a different colour auu uie y suuuiu uear separate serial 
number, the amount of admission fee and the rate of 
entertainment tax on the tickets should also be printed. 

The proprietors are not authorised to issue unstamped 
tickets. Every ticket will have to be tom out into two 
pieces at the entrance. One portion to be kept by the 
visitor and the other portion shall be retained by the 
proprietor until mid day following the conclusion of the 
entertainment. 

/ 

Any ticket "intended to authorise the admission of 
more than one person shall be clearly marked with the 
number of persons. 

The proprietor shall maintain a regreter for showing 
the number of tickets stamped by the office and the 
other showing the tickets sold, which are liable to be 
inspected by the officer concerned. 

The proprietor shall forward to the Official-in-charge 
the Statement of returns. 

The proprietor shall, when more than* 10 per cent, of 
tickets for any class of seats of an entertainment are 
issued as complimentary passes, submit to the Commis¬ 
sioner within 10 days from the date of the entertain¬ 
ment, a statement of returns of such tickets showing 
the reasons for issuing the same. Such returns shall 
show thq exclusive number of complimentary tickets 
claimed under any contract for the time being, enforced 
in spite of the place where the entertainment is held. 

The owner or any other person in-charge of any theatre 
hall or other premises lets out the same for the purpose 
of an entertainment which is liable to tax under the 
rules, shall give notice of such entertainment to the 
Commissioner of Police at least 3 days before the 
entertainment and shall specify the nature of enter¬ 
tainment, the name and address of the proprietor and 
the date of entertainment to be held. 

Any person who commits breach of any of the rules 
or conditions is punishable with fine which may extend 
to Rs. 50. 

The Corporation is empowered to compound the case 
by accepting a reasonable sum not exceeding Rs. 50 
or double the amount of the tax payable; whichever is 
greater. 

ELECTRICITY TAX 

Section I— Factual Background 

Electricity charges are not treated as tax revenue In 
the State. They are considered fees for services render¬ 
ed. Although a small amount appears as receipts from 
electricity duties in the Budget (under other Taxes and 
duties), the amount really represents dearness surcharge 
on electricity rates levied with a view to meeting costs. 
Hence no Note is prepared in respect of this item. 

Section. II— Replies .to Questions 

Question No. 176. 

The development of electric power in India has been 
comparatively slow although potential resources for the 
development are immense. The total installed capacity 
in India during 1950 was 1‘71 million kw only and 
the actual consumption of electricity per capita was 
only 14 kwh as compared to the very high per capita 
consumption in the advanced countries of the West (e.p., 
1,100 kwh in U.K., 2207 kwh in U.S.A. etc.). The imme¬ 
diate need is to develop electric power and to increase 
the per. capita consumption by introducing attractive 
tariff. Levy of tax on the consumption of energy either 
for domestic purposes or for industrial use, at this stage 
of development, will only hinder the progress in the 
development of electric power. t 

Question No. 177. 

This question does not arise in view of the fact that 
any duty will hinder the expansion of industries and 
reduce the consumption of energy. 

Question No. 178. 

No comments to be made in view of the above. 

Question No. 179. 

The reaction of public to a tax on electirc energy 
would remain the same whether the energy is supplied 
by a Government undertaking or by a private undertak¬ 
ing or by both Hence it is not considered advisable to 
levy any duty./ 

Question No. 180. 

This question does no arise in view of what has been 
stated above. 

Section III— General Remarks 

Nil. 


BETTING TAX AND TAX ON PRIZE COMPETITIONS 

Section I— Factual Background 

The Secunderabad Race Club is situated in the can¬ 
tonment area, which was not administered by the Hy¬ 
derabad Government. Hence there was no betting tax. 
Only tax on entertainment was being levied by the can¬ 
tonment authorities. 

1. The Military Governor of Hyderabad promulgated 
a Regulation on 27-6-1949 imposing a tax on the bet¬ 
tings conducted in the Race Club. The rates under the 
Regulation were 15 per cent, on the total investments 
at the totalizators and 15 per cent, on the win amount 
at the Book-makers. The entertainment tax on the en¬ 
trance fees was levied at 25 per cent. 

2. - When the Regulation was actually brought into 
force .from 1-9-49, the rate of tax was reduced from 15 
per cent, to 12 i per cent, in both the above-mentioned 
cases, while the rate of entertainment tax remained 
constant. 

3. On further representations made by the Race Club, 
the Government have brought in a Bill amending the 
rate of betting tax. The Bill has now been passed by 
the Hyderabad Assembly. The rate of tax at the totali¬ 
zators is reduced from 12 i per cent, to 6 i per cent, on 
the total investment, while the rate of tax with the 
Book-makers is retained at 12J per cent. Tax on Book¬ 
makers, as per the amendment, has to be levied on the 
total amounts invested with them as against on the win 
amount. 

4. The Deputy Commissioner, Sales Tax (Administra¬ 
tion), is the Betting Tax Officer: The Regulation is being 
administered by the Sales Tax Department without any 
cost to Government. 

There is no provision for appeal or revision under the 
Regulation. 

5. There is no cost of administration or collection. 

6 . The receipts under this regulation are : — 

Rs. a. p. 

1950-51 . 4»3a,783 5 o 

•951-52 • • • • . . 2,87,057 5 6 

•952-53 .. • 1 ,75,3*6 4 3 

•953-54 B-E.. 1 , 71,000 o o 

There is a downward trend in the receipt. The reasons 
are: the Race days at Secunderabad have been reduced, 
because the Gymkhana meetings have not been arranged 
from 1951-52, and the amount of betting also seems to 
have gone down from outside sources, because the pub¬ 
lic .of the cities of Hyderabad and Secunderabad do not 
seem to be very much race-minded. There has been a 
clash between the Race days at Secunderabad and 
Poona; the clubs are affiliated to different turf clubs. 
The big punters outside prefer to stay at Poona for 
Poona races. 

7. Arrears. —There are no arrears. 

8 . No comments. 

Section II— Replies to Questions 

Question No. 181. 

Betting tax in Hyderabad is being levied at the rate 
of 12 £ per cent, on the total amounts invested at the 
totalizators and at 12 £ per cent, on the win amouns at 
the Book-makers. 

Except in the State of Madras and Hyderabad, tax on 
the Book-makers is levied on the total investment. In 
these two States, it is on the win amount. Hyderabad 
has proposed to tax the Book-makers on the investment. 
The Bill to that effect has been passed by the Hydera¬ 
bad Legislative Assembly at 6 i per cent, on the total 
amount invested with the totalizators and 12 J per cent, 
on the total amount invested with the Book-makers, as 
different from the previous procedure of tax. If the rate 
of Betting tax is high, punters and the book-makers 
usually come to a mutual understanding, so much so 
that betting goes on privately without bringing the 
amounts on Books. This brings in a loss with regard to 
Betting tax and also Income-tax. * 

Question No. 182. 

There seems to be no organised betting as in Horse 
Racing. Hence it is not possible to extend it. 

Question No. 183. 

The Government of Hyderabad have proposed a bill 
imposing a tax on the prize competitions (i.e.) on 
crossed puzzles. The Bill has now been passed. It has 
not yet come into force. 

Section III— Other Remarks 

Nil. 




MEMORANDUM IVB 


Local (and Allied State) 


GENERAL PROPERTY TAX. URBAN IMMOVABLE 
PROPERTY TAX AND SERVICE TAX 

Section I —Factual Background 

1. Property Tax is levied by Corporations under sec¬ 
tion 118 of the Hyderabad Municipal Corporations’ Act 
1950. 

It comprises the following taxes which, subject to- 
such exceptions, limitations and conditions as are here¬ 
in after provided, is levied on buildings and lands in 
the City : 

(a) a Water Tax at such percentage of the rateable 
value as the Corporation shall deem reasonable 
for providing water supply for the City; 

(b) a Conservancy Tax at such percentage of their 
rateable value as will in the opinion of the Cor¬ 
poration suffice to provide for the collection, 
removal and disposal by municipal agency of 
all excrementitious and polluted matter from 
privies etc., and for efficiently maintaining and 

( repairing the municipal drains constructed or 

used for the reception or conveyance of such 
matter; 

(c) a General Tax of not more than eighteen per 
cent, of their rateable value. 

The General Tax shall be levied in respect of all 
buildings and lands in the City except : — 

(a) buildings and lands solely used for purposes 
connected with the disposal of the dead ; 

(b) buildings and lands of portions thereof solely 
occupied and used for public worship or for 
public charitable purposes ;. 

(c) buildings and lands vesting in the Union of 
India or in the Corporation ; 

(d) buildings and lands vesting in the Hyderabad 
State and used solely for public purposes and 
not used or intended to be used for purposes of 
profit in respect of which the said tax, if levied, 
would under the provisions hereinafter contain¬ 
ed be primarily leviable from the Hyderabad 
State. 

The following buildings and lands shall not be deetned 
to be solely occupied and used for public worship or 
for a public charitable purpose: 

(а) buildings or lands or portions thereof in which 
any trade or business is carried on; and 

(б) buildings or lands or portions thereof in respect 
of which rent is derived, whether such rent is 
or is not applied solely to religious or charitable 
purposes. 

When any portion of any building or land is exempt 
from the General Tax by reason of its being solely 
occupied and used for public worship or for a pubile 
charitable purpose, such portion shall be deemed to be 
a separate property for the purpose of municipal taxa¬ 
tion. 

From the rateable value of any building or land 
assessable to a property tax, shall be deducted that 
amount of the annual rent for which such land or build¬ 
ing might reasonably be expected to let from year to 
year, a sum equal to ten per cent, of the said annual 
rent and the said deduction shall be in lieu of all 
allowances for repairs or any other account whatever. 


Taxes 

the limits of such institutions, are occupied by 
persons preforming service in such institutions; 

(e) any building or land yielding a total annual 
rental of less than twelve rupees. 

(2) The property tax shall be levied on the gross 
annual letting value of the buildings and lands at the 
rates to be fixed by the Committees with the approval 
of Government according to local conditions and to 
be calculated According to the rules framed under this 
Act. 


(3) In respect of lands which being situated within a 
Municipality are liable to the payment of local cess 
under section *4 of the Hyderabad District Board A'in, 
the local cess thus leviable by the Government for pay¬ 
ment under section 88 of the said A’in to the Municipal 
or Town Committee shall be deducted from the demand 
of any Property Tax that is levied on such lands under 
this section. 

« 

Under section 93 of the Hyderabad Municipal and 
Town Committees’ Act, 1951, City and Town Municipali¬ 
ties levy a General Water Tax. 


■ Section 93 runs as follows:— 

“93. ( 1 ) Subject to the rules made under this Act the 
Committee may levy a General Water Tax when pubile 
water taps or standposts have been fixed or are being 
fixed for the use of the public within the area subject 
to its control. 

(2) Such tax shall be levied on the gross annual letting 
value of buildings and lands in the said area calculated 
according to the rules framed under this Act at the rates 
to be fixed by the Committee with the approval of 
Government according to the local conditions. 

(3) Buildings and lands exempted from property tax 
under sub-section (3) of section 88 shall also be exempt¬ 
ed from General Water Tax. 

(4) The General Water Tax shall not be leviable oh 
the property of the Government or of the District 
Board or of the Committee. 


(5) When in any building or land a private pipe con¬ 
nection is taken, the owner of the said building or land 
shall have to pay either the General Water Tax or 
the fee for the private pipe connection, whichever be 
greater: 


Provided that in buildings or lands where a metered 
connection is given the rebate claimble of the General 
Water Tax shall not exceed the amount payable for an 
unmetered pipe connection in that Municipality. 

Under section 35 (a) of the Hyderabad Village Pan- 
chayat Act 1951, a Panchayat may levy a House Tax 
on the capital value of buildings situated in the village, 
the minimum tax on any building being four annas and 
the maximum Rs. 5 annually. It may be added that this 
section of the Act has been amended to enable 
the Panchayats to levy a House Tax up to Rs. 25 per 
annum on houses valued at more than Rs. 1,500 which 
is now the limit. The amendment is before the Legisla¬ 
tive Assemly of the State: 


Municipalities 

City and Town with a population of 5,000 and above ■ 

Property Tax is levied by all City and Town Munici¬ 
palities under section 88 of the Hyderabad Municipal 
and Town Committees’ Act, 1951, reproduced below : 

(1) The property tax shall be leviable on buildings 
and lands situated within the limits of the Municipality 
except upon the following : 

(a) buildings or lands which are regarded as sacred 
or devoted to purposes of public worship or 
charity; 

(b) burial and cremation grounds; 

(c) public hospitals, veterinary dispensaries, schools 
open to the,public and choultries; 

(d) buildings or lands, the income derived from 
which is spent on such places of worships, burial 
and cremation grounds, hospitals, dispensaries 
and choultries, or which, being situated within 


No amendments in law etc., have been made during 
the past few years in relation to the main features of 

the tax. 


The existing rates of Property Tax are as follows :— 

1. District Municipalities : 

(i) Property tax . . • . iai% of the reteable value. 

2. Hyderabad Municipal Corporation : 


fi) General tax . .• . io }%'1 

(2) Water tax . 2% > of the rateable value. 

(3) Conservancy tax . . 2% J 

3. Secunderabad Municipal Corporation : 

(1) General tax . . 7%\of the rateable value. 

(2) Water tax • . • 3%/a sliding scale. 

(3) Conservancy tax . .on 
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4. The machinery of assessment, revision and appeals 
varies according to each category of the local body. 
Municipal Corporations are -a class by themselves and 
have an elaborate machinery which is not found in the 
District City and Town Municipalities. In the Municipal 
Corporation the Municipal Commissioner, who is appoint¬ 
ed by Government, is the head of the executive adminis¬ 
tration, including the assessment of taxes. Appeals 
against assessment made by the Municipal Commis¬ 
sioners are heard by a Judge (section 367, Hyderabad 
Municipal Corporations’ Act 1950). There are further 
appeals to the High Court also (section 371 and 372). 

In District Municipalities of the State the duty of 
assessment is entrusted to an officer or a sub-committee 
appointed for this purpose by the Committee. After pre¬ 
paration, the assessment list will be published and any 
objections received will be heard by a sub-committee 
or an officer of the Municipality. After the objections 
have been disposed of, the assessment register will be 
produced before the Committee. The register, as approv¬ 
ed by the Committee, will be deemed to be the final 
assessment register. 


Appeals against assessment thus made by the Com¬ 
mittee are heard by the Collector in case of a City 
Municipality and the Deputy Collector in case of a 
Town Municipality. A second appeal is to the Secretary 
and Minister Local Government. 

Revision of assessment .—The machinery for the revi¬ 
sion of assessment is the same as that for the original 
assessment. 

The collection agency is the Commissioner in the case 
of Corporation and the Executive Officers in the case 
of City and Town Municipalities. They are assisted by 
suitable staff working under them. 


5; The cost of collection as compared with receipts 
cannot be ascertained separately, as the collection staff 
under the Commissioner and Executive Officer (as the 
case may be) is responsible for collecting all the taxes 
imposed. 


So far as the Corporations are concerned expenditure 
on assessment and the collection staff as against the 
income from property tax is given below, but it may 
be observed that the staff is responsible for the col¬ 
lection of all taxes of the Corporation. 


Year 

Income Expendi- Approxi- 

from pro- ture on mate ex- 

perty collection penditure 

tax staff on property 

, tax staff 


O.S. Rs. O.S. Rs O.S. Rs. 

1952-53 

. 24 , 80,960 3 , 70,596 2 , 12,970 

This department does not consider that any change 
in the set up is required because the present administra¬ 
tive machinery is fairly efficient. All that is required 
is a regular check up by the superior officers. 

6 . The receipts from Property Tax are given below : 

Year 

Corporations District Total 

Municipa¬ 
lities 

1 . i95<>-5> 

O.S. Rs. O.S. Rs. O.S. Rs. 

• *9.35.603 20 , 33,595 39 , 69,198 

2 . 1951-52 

■ * 8 , 17,632 25 , 90,944 44 . 08,576 

3- *952-53 

. . 24 , 80,960 23 , 25,461 48 , 06,421 


7. The receipts in general are satisfactory and there 
is no comment to offer regarding arrears which occur 
more on account of slack supervision rather than any 
specific motive on the part of the tax payers. 

8 . Evasion in the sense that the tax payer is not 
alive to his civic responsibilities to pay the tax in time 
is common. The provisions in the Acts however are 
quite sufficient to enforce payment. This Department is 
of opinion that evasion and avoidance of payment of 
taxes are not any factors of consequence in so far as 
local taxation in general and Property Tax in particular 
is concerned. 

9—2 T. E. Com. 


Section II— Replies to the Questions 
Question No. 200. 

The contention that there is multiple taxation on the 
same sources of income is justified to a certain extent. 
The Local Finance Enquiry Committee made the follow¬ 
ing observations in this regard : 

“Owing to the superimposition of this provincial tax 
(urban immovable property tax) over the local property 
tax, municipalities in the areas concerned find it difficult 
to increase the rate of their house tax. Property tax 
seems to be so particularly suitable for exploitation by 
local bodies that it is desirable that the State Govern¬ 
ments which are now levying such tax should withdraw 
from this field on the condition that an equivalent local 
tax is imposed by the municipalities.” 

This Department agrees with the above views. Neither 
the Union Government nor the State Government should 
levy any tax on the income from immovable properties 
within the jurisdiction of local authorities who should 
be the only authority to levy property tax and get the 
entire benefit from it. It is only then that the local 
authorities would be able to improve their finances. 

So far as the basis of assessment is concerned it is 
an established fact that the annual letting value of 
lands and buildings is the most suitable and fairest 
basis for assessing the Property Tax. The term “annual 
letting value” may be defined as the gross annual rental 
at which the holding may reasonably be expected to 
be let. Some reductions on aoocunts of repairs or 
maintenance charges (say 10 per cent, of the annua] 
rent) may, however, be allowed in assessing the annual 
rental value. Municipalities which have adopted the 
capital value of a holding as the basis of assessment of 
property tax may also adopt the aforesaid basis for 
uniformity of practice. 

This Department fully agrees with the recommenda¬ 
tion of the Local Finance Enquiry Committee that there 
should be no change from the welltried basis of rent 
to the more or less uncertain basis of capital value. 


Question Mo. M2. 

Even for the sake of argument it is difficult to admit 
that local bodies fail to levy the property tax in spite 
of a statutory obligation to do so. The local bodies of 
Hyderabad State have levied the maximum rate of pro¬ 
perty tax though 'some are inclined to raise the rates 
even higher. As reviewed in question No. 200 the States 
may conveniently forego this source of income in favour 
of the local bodies. 


Question No. 213. 

If the annual rental value is generally adopted as 
the basis of assessment, there should be some exemptions 
below a particular level. The basis principle is the uti¬ 
lity and possible benefit the owner may derive from a 
particular holding. Where the rental vale level, as 
assessed, is very low, the owner should be exempted 
from paying the property tax. 

In case of “owner-occupiers” the same principle ap¬ 
plies and there is no reason why property tax should 
not be charged on the gross annual rent at which the 
said building may reasonably be expected to be let. 
Some concession is necessary in the case of properties 
used for charitable purposes. This Department is of 
opinion that places set apart for public worship, Dharm- 
shalas, for the occupation of which no rent is charged, 
burning ghats and burial grounds and places used for 
charitable purposes may be exempted from Property 
Tax. There is no need to exempt property belonging to 
Co-operative Housing Societies from payment of the 
Property Tax which is the main source of revenue of 
local bodies. 

There should generally be no remission on vacancy 
as it may lead to many complications in collections and 
also impose an unnecessary burden on the collection 
establishment to check up for how long the building 
was vacant. Besides it will be not easy to ascertain the 
reason for vancancies. More often than not buildings 
are kept vacant by owners for the simple reason that 
they do not get the exorbitant rents they desire. Exemp¬ 
tion of new buildings from tax for some years after 
construction would not necessarily encourage more 
buildings. 


Question No. M4. 

This Department is of opinion that property tax should 
not be levied on a progressive rate. This will lead to 
an unnecessary burden on the assessing agency and Will 
give room for complaints from the public. 
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Question No. 205. 

This Department is of opinion that all categories of 
Local Bodies should be empowered to levy Property Tax. 
So far as the Corporations are concerned, they may be 
authorised to levy the said tax within the maximum 
rates either prescribed in the Acts or the Rules made 
thereunder. But in the case of City and Town Munici¬ 
palities, the power to levy the tax should invariably 
be subject to the approval of Government. The condi¬ 
tion precedent in each case should, however, be to elicit 
public opinion before imposing the Property Tax. 

Question No. 206. 

The administrative machinery for the assessment and 
collection will be different for Corporations and City 
Municipalities. Whereas in the Corporations the Com¬ 
missioner is entirely responsible for the assessment and 
collection, in the City Municipalities, the Committee 
and to some extent the President, will supervise, along 
with the Executive Officer or the Secretary of the Muni¬ 
cipality. The assessment list will have to be kept up- 
to-date and published for objections as and when it is 
completed. Every application for a review of assessment 
or valuation is to be heard and determined by the Com¬ 
missioner or the Committee as the case may be. Suitable 
provisions should be made in the Rules that every 
objection is heard and assessment is made as impartially 
as possible. The Corporations may be advised to have 
a full time Assessor and Collector for this purpose. 


Question No. 207. 

This Department' is of opinion that a consolidated 
tax on buildings and lands be levied as General Pro¬ 
perty Tax in lieu of the service taxes. 

Section III —Other Remarks 
Nil. 

LOCAL FUND CESS 

Section I —Factual Background 

1. The sheet anchor of the revenues of Districts Boards 
is the cess on land called the local Cess. All District 
Boards in the Hyderabad State levy a local cess of one 
anna on every rupee of the annual demand on account 
of land revenue payable to the Government (Section 84 
of the Hyderabad District Board A’in 1352 Fasli.) 

2. The Hyderabad Government contemplates the 
enhancement of the rate of local cess to two annas on 
every rupee of the annual demand of Land Revenue. 
The reason for enhancement is to bring up the existing 
rate closer, if not on par with, to the rates existing in 
neighbouring States. The present rate at which the tax 
is levied does not place the District Boards financially 
in a position to providing the required amenities to the 
rural population. 

3. The rate of the local cess is given at (1). Under 
section 85 of the Hyderabad District Board A’in 1952, 
the local cess shall not be leviable on the following 
items ol revenue :— 

(a) Water-rate charged for irrigation from Govern¬ 
ment sources of alienated lands ; 

(b) Sale proceeds of grazing lands; 

(c) Auction amounts derived from sales or con¬ 
tracts; 

(d) Sale proceeds of usufruct of trees; 

(e) Assessment of lands given to balutadars such as 
ironsmiths, carpenters, barbers, washermen 
sethsendhis, and niradis; 

(f) Rents and royalties under mining leases and 
assessment of land under the management of 
Railways; 

(g) Assessment of lands handed over to Canton¬ 
ments; 

(ft) Fines and penal assessment in cases of un¬ 
authorised cultivation: 

Provided that in case of (ft) local cess shall be charged 
on the simple assessment. 

4. Local cess is collected through Government agency. 

5. The Land Revenue staff collects the local cess to¬ 
gether with the Land Revenue and the amount is cre¬ 
dited to District Board Funds after deducting 3 per cent, 
of the collected amount as remuneration to Patel Pat- 
waries. (Village Officers). 


6. Recepits for the last four years are given below :— 

District Other si 
Boards Municipalities 

i. 1949-50 ..... 28 , 36,763 J5>945 

a. 1950-51 . . . ' . 29 , 08,084 20,001 

3 . 1951-52 .33>t2>7 6 4 22,605 

4 - 1952-53 . 31 , 26,308 16,939 

7 and 8 . No Comments to offer. , 

Section II— Replies to Questions 
Question No. 208. 

This Department is of opinion that the system of col¬ 
lecting Local Fund Cess through the Revenue Adminis¬ 
tration is satisfactory and does not need any change. 

No maximum and minimum rates are prescribed nor 
does it appear necessary to do so. 

For the present 3 pies of each anna of local cess, 
after deducting administrative charges, are being ear¬ 
marked for education. With the exception of this no 
amount is specifically apportioned for any other purpose. 

The District Board while drafting the budget takes in¬ 
to consideration the requirements of the ensuing year 
under the various heads and submits its proposals. The 
system of earmarking amounts for specific purposes is 
not desirable. It will take away from the District Boards 
their present discretion and powers to utilise the funds 
according to the actual requirements of the District. 

“When for any reason the Land Revenue or any por¬ 
tion thereof is remitted or suspended the local cess shall 
ordinarily be remitted or suspended in the same pro¬ 
portion. The Government may, on the application of the 
Board to which the cess is payable, direct that the 
remission or suspension order shall not apply to the 
local cess.” 

The aforesaid provision of the District Board A’in 1352 
Fasli is sufficient and so long as the agency of collecting 
the local fund cess remains the Revenue Department, 
the said provision need not be altered. 

This Department is of opinion that a general cess in 
addition to earmarked cesses will be an undue burden 
on the cess payers. 

Section III— Other Remarks 
Nil. 

OCTROI, TERMINAL TAXES, AND TAXES ON GOODS 
AND PASSENGERS CARRIED BY ROAD OR ON 
INLAND WATERWAY 

Section I— Factual Background 

Under section 116 of Hyderabad Municipal Corpora¬ 
tion Act a Corporation may levy Octroi Duty and under 
rule 26 the Commissioner shall cause tables of the 
Octroi for the time being leviable, specifying the rates 
at which and .the articles on which it is leviable to be 
printed and affixed in a conspicuous position at every 
place at which Octroi is levied. 

Under sub-section (ft) of section 87 of the Hyderabad 
Municipal and Town Committees’ Act 1951, the Com¬ 
mittee may levy any other tax with approval of Govern¬ 
ment. This may include Octroi as well. Uptil now Octori 
Tax has been levied in the state either by the Corpora¬ 
tions or by City and Town Municipalities. Octroi was 
levied in Hyderabad City until 1931 when Government 
abolished it because, in conjunction with the Customs 
duty in force in the State, it constituted a double, tax. 1 
Since Customs Duty has now been abolished in the State, 
and Octroi is a recognized source of municipal income 
the Hyderabad Municipal Corporation has resolved to 
levy it. The details are still under consideration of the 
Corporation. 

2 to 8 . There is nothing to comment upon specifically 
as to the practice in vogue since Octroi is not yet being 
levied. 

Section II— Replies to the Questions 
Question No. 209. 

A terminal tax, as the word “terminal” signifies, is 
a tax levied on goods as they start from or arrive at a 
terminal station in their journey from one place to 
another. Octroi, on the other hand, is leviable on goods 
entering the town for consumption use and sale therein 
but not on goods which only Bass through the towns 
en route to some other place. The simultaneous levy of 
both taxes is not feasible. 
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Question No. 210. 

This Department is of opinion that Octroi and Termi¬ 
nal tax are Uncertain in their incidence. But it is not 
practicable to levy a surcharge on the Sales Tax in lieu 
of Octroi and Terminal Taxes. 

Questions Nos. 211 and 212. 

No comments. 

Question No. 213. 

The basis of assessment for Octroi is generally ad 
valorem but in the case of articles where that basis is 
not suitable, there should be not objection to the adop¬ 
tion of weight mandate or other basis. 

Question No. 214. 

An extension of the nationalisation of Motor Trans¬ 
port will make possible the adoption of a simple and 
more efTecive system of terminal tax on goods trans¬ 
ported by road. 

Question No. 215. 

The Local Bodies may therefore continue to levy 
Octroi. To augment the revenues of Local Bodies 
Terminal Taxes may be transferred from the Union 
List to the State List as recommended by the Local 
Finance Committee. 

Question No. 216. 

The tax under Entry No. 56 of the State List is also 
a terminal tax inasmuch as the tax is levied on goods 
and passengers carried by road or in land waterways. 
Both kinds of termianl tax i.e., a terminal tax leviable 
on goods and passengers carried by Railway, Sea or 
Air (Union List) and tax on goods and passengers 
carried by road or inland waterways (State List) should 
exclusively be available for the local bodies. 

Section III —Other Remarks 

Nil. 

PILGRIM TAX AND TAX ON FLOATING 
POPULATION 

Section I. —Factual Background 

1. There is no specific provision in the Hyderabad 
Corporations’ Act to levy pilgrim tax and no corpora¬ 
tions in the State have so far moved to levy the said 
tax. 

Under section 92 of Hyderabad Municipal and Town 
Committees’ Act 1951 and section 91 of the Hyderabad 
District Boards A’ in 1352 Fasli, City Municipalities and 
District Boards may levy a pligrim tax. The sections are 
reproduced below : — 

Section 92 of Hyderabad Municipal Town Committees’ 
Act 1951, lays down : 

(1) Subject to the rules under this Act, a pilgrim tax 
shall be leviable at a flat rate per head, which shall 
be lialved for children between the ages of twelve and 
three years but shall not be levied on children below 
three years of age, on pilgrims or persons visiting a 
shrine, Urs or Jatra within the limits of the Munici¬ 
pality. 

(2) Such a tax shall not be levied except when special 
arrangements are made or amenities provided for the 
pilgrims at the expense of the Committee which shall 
be bound to submit to Government an annual estimate 
of receipts and expenditure from this tax and a state¬ 
ment of actual receipts and expenditure. 

(3) Any surplus of receipts over expenditure shall be 
funded separately from the Municipal Fund and shall 
be spent by the Committee with the previous approval 
of the Government or as directed by Government. 

Section 91 of Hyderabad District Board A’in 1352 
Fasli states : ' 

(1) Subject to the provisions of this chapter, a Board 
may impose, in the whole or in any part of the area 
under its jurisdiction, any of the following other taxes 
for the purposes of this A’in, namely : — 

(g) a tax on— 

(i) persons travelling by railway or motor trans¬ 

port service to or from a place within the 
■ jurisdiction of the Board to which pilgrims 
resort, 

(ii) pilgrims voting a shrine within the limits 
of the Board’s jurisdiction. 


Explanation. —For the purpose of clause (g) the points 
on the banks of the Godavari from which pilgrims cross 
to Bhadrachalam for the annual jatra shall be deemed 
to be places to which pilgrims resort : 

Provided that— 

(i) Such pilgrim tax shall be leviable at a flat rate 

per capita, which shall be halved on a child 
under 12 and over 3 years of age and shall not 
be levied on a child less than 3 years of age; 

(ii) No such tax shall be levied except when special 
arrangements are made or amenities provided 
for the pilgrims at the expense of the Board, 
which shall be bound to submit to the Govern¬ 
ment an annual estimate receipts and expendi¬ 
ture from the tax, and a. statement of actual 
receipts and expenditure; and 

2. No amendment of the above stated provisions are 
under consideration of the Department nor have any 
amendment been made during the past few years. 

3. Under the Pilgrim Tax Rules, the tax is leviable at 
the maximum rate Re. 0-8-0 and minimum rate Re. 0-1-0 
per head per day. 

The following persons, attending in Urs or Jatra shall 
be exempted from payment of tax :— 

, (i) Gazetted Officers, and Policemen in uniform on 
duty; 

(ii) Members of the Municipal and Town Committees 

or members of the Pilgrim Committee, and ser¬ 
vants of the Committee; 

(iii) Prisoners and other persons in custody under 

legal processes ; 

(it>) Permanent residents of the locality; who carry 
On their business as Tongawalas, Motor drivers, 
cleaners, ferrymen, agriculturists, Vadare, milk¬ 
men and cowherds, provided they produce a 
certificate to that effect from the Secretary 
Pilgrim Committee; 

(v) Permanent residents of the locality, that is, 

whose chief place of residence is the place of 
Urs or Jatra and servants of such persons whe¬ 
ther they be residents of the'locality or other¬ 
wise. 

(vi) Sanyasis, Gosains, Bairagis, Cripples and beggars 

as may be found to be unable to pay the tax. 

(vii) Government officers coming specially on Gov¬ 
ernment . business though they may not be 
gazetted officers or policemen in uniform on 
duty; 

(triii) Persons coming on public business to any court 
Civil or Criminal or to any local public ser¬ 
vant ; 

(te) Persons coming into the locality of Urs or Jatra 
on Bazar days for purpose of making small pur¬ 
chases of household necessities and leaving the 
town the same day before sunset; 

( x ) Persons proceeding to a place of Urs or Jatra 
for the bona fide purpose of selling goods by 
head-loads and leaving the town the same day 
before sunset. 

(ari) Labourers coming to the place of Urs or Jatra 
daily for work and leaving town the same day 
before sunset, subject to provisions of Rule 7. 

4. The Committee • may collect pilgrim tax either 
Departmentally or through a contractor. Printed tickets 
shall be sold at two or more central places in the town, 
as may be fixed by the pilgrim committee, at the rates 
fixed by the Committee. 

Every person shall purchase a ticket at one of the 
places and deliver it, while leaving the place, to an 
officer of the committee or a servant, or any other person 
appointed specially for collecting such tickets. 

If the right to collect pilgrim tax is let out to a 
contractor, the contractor or his servants may receive 
the tickets. 

5. 6, 7 & 8. Nothing particular to comment. The figures 
of receipts for the last (3) years are given below : 

District District 
Boards Municipalities 


1950-51 

. 

• 

1973 

10,500 

1951-52 

. . 

• 

2000 

4,500 

1952-53 

. 

. 

1,500 

18,000’ 
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Section II.— Replies to Questions 
Question No. 217. 

This Department is of opinion that the adoption of 
this tax by all local bodies in pilgrim centres, when it 
is not levied at present, is desirable. 

It is presumed that the second part of the question 
relates to the levy of the tax on people coming into 
the area of the pilgrim centres at times other than the 
time of pilgrimage. If this is correct, this Department 
is of the view that it would not be feasible. 

If, on the other hand, a tax other than pilgrim tax on 
the floating populations of cities is visualized it is go¬ 
ing to hit sharply at the poorer sections of the people. 
The floating population largely comprises day labourers, 
petty vendors and seasonal labour which migrates to 
industrial centres in the working season and goes back 
to the villages in the off season. The first two classes 
work during the day in the cities and go back to their 
homes, usually outside city limits, in the evenings. It 
is true that they use Municipal amenities during the 
day and pay nothing to the local bodies but in view of 
the economic conditions at present, this Department is 
of the view that no direct tax should be levied which 
will fall heavily on the poorer sections of the community. 

Section III— Other Remarks 
Nil. 

POLL TAX 

Section 1 —Factual Background 

Poll Tax (i.e., a tax on every person) is not levied 
in this State by any of the local bodies. No comments 
to offer on the rest of the items. 

Section II — Replies to Questions . 

Question No. 218. 

The introduction of a poll tax would be widely resent¬ 
ed whether levied by the State or a local body. In the 
opinion of this Department the imposition of a poll-tax 
is undesirable. 

Section III— Other Remarks 
Nil. 


TAX ON VEHICLES, ANIMALS AND BOATS 

Section I— Factual Background 

1. Under section 116 of the Hyderabad Municipal 
Corporation’s Act, 1950, a Corporation may levy a tax 
on vehicles, animals and boats at rates not exceeding 
those prescribed by Government from time to time. 

Under section 90 of the Hyderabad Municipal and 
Town Committees’ Act, 1951, a vehicle and animal tax 
shall be leviable annually on vehicles, other than Motor 
Vehicles, and on animals used for riding, driving 
draught or burden, and on dogs, where such vehicles 
animals or dogs are kept within the limits of the Muni¬ 
cipality : — 

Provided that the words “other than motor vehicles” 
shall not come into force until such time as the Govern¬ 
ment may by notification direct. 

Panchayats too with the previous sanction of Govern¬ 
ment may levy vehicle an animal tax. 

2 . The rates of animal and vehicle tax are different 
for each local body and the tax is levied at the rates 
to be fixed by the Committee with the approval of 
Government according to"the local conditions subject 
to rules framed under the Act. 

Under section 132 of the Hyderabad Municipal Cor¬ 
poration’s Act, the said tax shall not be leviable in 
respect of: — 

(a) vehicles, boats, and animals belonging to the 
Corporation ; 

(b) vehicles, boats and animals vesting in the State 
and used solely for public purposes and not used 
or intended to be used for purposes of profit, 
including vehicles, boats and animals belonging 
to the Defence Forces; 

(c) vehicles and boats intended exclusively for the 
conveyance, free of charge of the injured, sick 
or dead; 

(d) children’s perambulators and tricycles; 

(e) vehicles belonging to municipal officers or ser¬ 
vants who are required by the terms of their 
appointment to maintain a conveyance for the 
discharges of their duties; 


Provided that the exemption granted by this 
clause shall not be available in respect of more 
than one vehicle for each officer or in respect 
of a vehicle which does not belong to the class 
of conveyance which the officer is required to 
maintain ; 

(f) vehicles or boats kept by bona fide dealers in 
vehicles or boats for sale only and are not 
used : 

Provided that a tax at such as the Corpora¬ 
tion shall, with the approval of the Govern¬ 
ment, fix in this behalf shall be levied half 
yearly in advance from every dealer in motor 
vehicles for very seven motor vehicles. 

Under section 90 of the Hyderabad Municipal and 
Town Committees’ Act the following vehicles, animals' 
shall be exempt from this tax : — 

(a) vehicles and animals- belonging to the Govern¬ 
ment, to the District Board and to the Com¬ 
mittee; 

(b) carts and draught animals belonging to agricul¬ 
turists and used for agricultural work; 

(c) animals used for drawing vehicles on which the 
tax has been paid. 

3. No amendment to the aforesaid provisions is under 
consideration. 

4. In the City and Town Municipalities the Executive 
Officer before the close of the year, shall prepare the 
Assessment Register containing the names of persons 
liable to the payment of tax, particulars and description 
of vehicles and animals, and the amount of tax. The 
executive Officer may also require every owner or per¬ 
son who shall be bound to do so within such period as 
may be fixed to furnish the required details. The Asses¬ 
sment Register thus prepared shall be open for inspec¬ 
tion. Objections against assessment may be filed any 
time during year to which the assessment relates. 

All objections to assessment shall be disposed of in 
the month of April each year by the Committee or by 
a sub-committee authorised in this behalf by the Com¬ 
mittee whose decision shall be final. A receipt under the 
signature of Executive Officer shall be given for the 
tax paid and a token or badge or disc, bearing a dis¬ 
tinctive number and indicating clearly the period for 
which the tax has been paid, will be given to every 
person who pays the tax. 

5. It is difficult to split the costs of administration 
and collection as compared with receipts as the col¬ 
lection staff collects all the taxes. The results are satis¬ 
factory and the efficiency fair. 


6 . Receipts of the last 

(4) years are given 

below :— 


Corpora- 

Other 


tions Municipalities 

i. 1949-50 . 

3.09,552 

1 , 12,154 

2 . 1950-51 

3 . 86,519 

1 , 21,116 

3- 1951-52 

3.18,750 

«,57>*96 

4- 1952-53 • 

4 , 49,000 

1,55,743 

7 & 8 . No particular 

comments are there to offer 


regarding arrears and evasions. The tax is collected in 
a routine manner. It is to be noted that the public at 
large is not alive to its responsibilities. 

Section II— Replies to Questions 

This Department would stress the retention of local 
taxes on motor vehicles. 

The suggestion of levying a consolidated tax on motor 
vehicles instead of several taxes (Central State and 
Local) should be considered simultaneously with the 
question of apportionment of the tax among the State 
and local bodies. 

Section III —Other Remarks 
Nil. 

TOLLS 

Section I— Factual Background 

I. Under clause (d) of a sub-section (2) of section 
116 of Hyderabad Municipal Corporations’ Act, 1950, a 
Corporation may levy a toll on animals and vehicles 
on entering the Municipal limits. 

Under section 91 of Hyderabad Municipal and Town 
Committees’ Act a barbardari toll may be levied by 
City and Town Municipalities on (i) every vehicles. 



bicycle and tricycle and (it) every animal used for draw¬ 
ing draught or burden which enters the Municipal 
limits; provided that Barbardari toll shall not be leviable 
on any such vehicle, bicycle, tricycle or animal more 
than once on any one date. 

Rule 261 made under setcion 36 of the Hyderabad 
Village Panchayats Act 1951 provides for the levy of 
a Barbardari Toll by Panchayats. 

2 . No amendments have been made in relation to the 
main features of the tax nor are there any under con¬ 
sideration. 

3. The rates of levy are different for each local body 
but in each case sanction of Government is necessary 
before the rates are enhanced or reduced. 

Exemptions .—The following vehicles or animals shall 
be exempt from the levy of the toll : — 

(a) these belonging to the Government, the Dis¬ 
trict Board and the Committee, but not used 
or intended to be used for the purposes of pro¬ 
fit; 

(b) those used for the conveyance of Government 
or District Board officials or their luggage, 
while travelling on duty; 

(c) those used for the conveyance of persons or 
property in the custody of a police officer; 

(d) those belonging to agriculturists and kept with¬ 
in the municipal limits and used for their own 
agricultural work; 

(e) those for which vehicle and animal tax has 
been paid. 

(f) those exempted by Government a general or 
special order; 

(g) animals drawing a vehicle on which the toll is 
levied. 

4. In the case of. Corporations, tolls may be collected 
under the orders of the Commissioner by municipal 
officers and servants appointed in this behalf or, if the 
Commissioner thinks fit, may, with the approval of the 
Standing Committee, be farmed by him for any period 
not exceeding one year at a time or be collected by or 
under the orders of any person whom the Commissioner, 
with the approval of the Standing Committee, appoints 
to be his agent for this purpose. 


This Department is of opinion that tolls are a suitable 
form of local taxation and should continue in places 
where terminal tax or octroi have not been levied by 

local bodies. 

Section III— Other Remarks 
Nil. 

PROFESSION TAX 

Section I—Factual Background 

1 . Profession Tax may be levied under section 116 of 
the Hyderabad Municipal Corporation Act, 1950 subject 
to the provisions of Article 276 of the Constitution of 
India. 

Other Municipalities levy the Profession Tax under 
section 89 of the Hyderabad Municipal and Town Com¬ 
mittees’ Act, 1951, on each profession or calling. 

Village Panchayats also levy profession tax under 
section 35 of the Hyderabad Village Panchayat Act of 
1951, on each calling, trade, and profession exercised in 
the village, the maximum leviable on any person being 
Rs. 10 annually. Provision exists in the Hyderabad Dis¬ 
trict Board A’in 1352 Fasli for the levy of a tax on 
persons exercising any profession, trade or calling. 

2. The tax is leviable, in accordance with section 89 

of the Hyderabad Municipal and Town Committees’ Act, 
1951, at a flat rate on each profession or calling. This 
department is of opinion that a flat rate for each pro¬ 
fession is not a suitable basis for levying the profession 
tax and has moved an amendment to the section for 
deleting the words “flat rate”. A. basis of income will 
be introduced to assess the tax after the proposed 
amendment becomes law. * 

3. The maximum rate shall be as shown against each 
profession in the following : — 

Government shall by notification increase or reduce 
the rate or any of the professions specified below : — 

Maximum 
rate per 
annum 

I. (a) Barristers, Advocates, Government pleaders 6o 

having private practice. 

( 5 ) Pleaders (including ist class pleaders) . . 30 

1 (c) Attorneys and Solicitors .... 30 
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Provided that the pensioners do not transact any 
business exercise any profession, or carry on any trade 
or calling or hold any appointment private or public 
after retirement from their respective services. 

4 . Besides the Hyderabad and Secunderabad Corpora¬ 
tions most of the City and Town Municipalities and 
Panchayats, are levying a profession tax. In city Muni¬ 
cipalities the assessment is done by a Sub-Committee 
appointed for the purpose by the Committee which con¬ 
sists of not more than 4 persons. The Committee, by 
notice will require the owner or occupier of any build¬ 
ing or land and every Secretary or Manager of a hotel 
boarding and lodging houses, etc., to furnish within a 
specified time a list containing the names of all persons 
occupying such buildings, lands, boardings, etc., specify¬ 
ing the profession, art, trade or calling or appointment 
and other relevant information. All objections shall be 
made by application in writing and the Sub-Committee 
shall hear objections on the date given in the Notice 
and shall record its decision in each case. 

The assessment Registers shall be revised at least once 
in two years. 

In case of Panchayats, the assessment will be made 
by Panchayats and finalised after hearing the objections 
if any. 

The collection of the tax is made by the Commissioners 
in case of Corporations and Executive Officers in the 
case of other Municipalities. In Panchayats the Karbari, 
and. in his absence the Sarpanch, looks after the col¬ 
lection. ■ 

5 . Since the collection staff maintained by Corporation 
and City Municipalities is entrusted with collection of 
other taxes also, the cost of collection, as compared with 
receipts cannot be determined. 

6 . Receipts of the last 4 years are given below :— 

Others Corporations 
Municipalities 


J 949-50 

2,300 

•• 

1950-51 

9.893 

1,00,000 

1951-52 

2,08,445 

2,00,000 

1952-53 

3.04.572 

2,75,000 


Explanation.—For the purpose of this section a nomi¬ 
nal charges shall be such charge as may be fixed by the 
rules. 

Under section 87 (h) of the Hyderabad Municipal and 
Town Committees’ Act, 1951, the City and Town Muni¬ 
cipalities may levy a tax on public entertainments 
and amusements. Under section 91 of the Hyderabad 
District Boards A’in, 1352 Fasli, a District Board may 
levy a tax on public entertainments and amusements. 
Similarly Panchayats also may levy this tax as pro¬ 
vided under section 36 of the Village Panchayat Act, 
1951. 

2. No amendment is under the consideration of this 
department in relation to the main features of the tax 
nor has any amendment been made during the past few 
years. 

3. The Government has fixed maximum rates for 
levying the said tax as detailed below : — 

Rs. a. p. 

(») does not exceed eight annas . . . o i o 

(it) exceeds eight annas but does not exceed one o a o 
rupee. 

(Hi) exceeds one rupee but does not exceed two 040 
rupees. 

(in) exceeds two rupees but does not exceed 060 
three rupees. 

(v) exceeds three rupees but does not exceed 080 
four rupees. 

(vi) exceeds four rupees but does not exceed o la o 
five rupees. 

(vii) exceeds five rupees but does not exceed too 
seven rupees eight annas. 

(viii) exceeds seven rupees eight annas but does 180 
not exceed ten rupees. 

(ix) exceeds ten rupees. .... One rupee 

eight annas 
in respect 
of the first 
ten rupees 
and one 
rupee eight 
annas for 
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5. The cost of administration as compared to the 
receipts is very low. Rules have been framed with a 
view to improving efficiency. 


6 . Receipts of the last four years in respect of enter¬ 
tainment tax (Entry No. 62 of the State List) are given 
below : — 






Corporations 

Other 

Municipalities 

1949-50 


• 


. 3 . 68.043 

3.73,740 

1950-51 

• 

• 

• 

. 5 , 00,000 

5.oi,535 

1951-53 

• 



5 , 50,000 

6 , 60,471 

1953-53 

. 

. 

. 

. . ■ 8 , 50,000 

7 , 68,643 


7 & ,8. Evasions in respects of this tax deserve parti¬ 
cular attention. The tendency on the part of proprietors 
to use unembossed or unimpressed tickets for sale is 
not uncommon. Much depends on the checking staff 
which, obviously, is not in a position to check every 
cinema and theatre simultaneously. Frequent inspection 
and checking by officers is essential and is insisted upon, 

, to lessen the chances of such evasions. 

Section II.—Replies to the Questions 
Question No. 172. 

In Hyderabad State the local authorities levy enter¬ 
tainment tax under entry No. 62 of the State list and 
theatre tax (on each performance e.g. each cinema show) 
is administered under No. 33 of the State list by the 
State. This department is of opinion that the rates of 
entertainment tax have not reached the point of dimi¬ 
nishing returns. In view of the different levels of eco¬ 
nomic development in different states and the amenities 
provided in the cinema houses, it is not considered 
advisable to introduce uniform in rates. Gradation in 
the rates of entertainment tax is essential. There should 
be no difficulty in applying a schedule based on grada¬ 
tion of rates. 

Question No. 173. 

Proceeds from the Entertainment tax, if intended to 
be utilized for charitable purposes may be exempted. 
This department agrees to the exemption of educational 
films from the Entertainment tax. No class of theatre 
or cinema should be exempted from the operation of the 
Entertainment tax. The present system of levying the 
tax requires no change. 

Question No. 174. 

Evasion of the Entertainment tax with particular 
reference to the tendency on the part of proprietors to 
use unembossed or unimpressed tickets is a matter of 
serious concern. This Department suggests frequent sur¬ 
prise checkings by responsible officers to make sure 
that the audience are in possession of embossed tickets. 

Question No. 175. 

No comments. 

Question No. 221. 

Both the Theatre tax and entertainment duty should 
' be retained as the incidence of the former is on the 
receipts of those providing the entertainment and the 
incidence of the latter on the seekers of entertainment. 

Section III— Other Remarks 

Nil. 


TOWN IMPROVEMENT AND OTHER BETTERMENT 

TAXES 

Section I—Factual Background 

Under sub-section (2) of section 260 and section 269 
of Hyderabad Municipal Corporation Act a Betterment 
charge may be levied. 

The said sections are reproduced below : 
Sub-section (2) of section 260: 

If, in the opinion of the Commissioner, any land with¬ 
in the limits aforesaid which is not required for the 
execution of the scheme will, as the result of such 
execution, be increased in value the scheme may, in lieu 
of providing for the acquisition of such land, provide 
for the levy of a betterment charge as hereinafter pro¬ 
vided in respect of the increase in value thereof. 


Section 269: 

Method of calculation of betterment charge. —Where 
an improvement scheme has provided for the levy of a 
betterment charge pursuant to sub-section (2) of section 
260 such betterment charge shall be an amount equal 
to one half of the increase in value of the land, includ¬ 
ing the buildings, if any, thereon and shall be calculated 
upon the amount by which the value of the said land 
on completion of the execution of the scheme exceeds 
the value of the said land at the time of the publication 
of the notification made under section 261. Under 
section 150 (h) of Sanitary Powers A’in 1352 

Fasli, Government may make rules (Regional and Town 
Planning) which may provide for the levy of 
bettermen contribution by the local authority or 
any other authority. Carrying out any regional 
and town plan, from the owner of any property the 
value of which has increased or is likely to increase 
by reason of the making of such plan or layout under 
section 22 of Secunderabad Town Improvement Trust 
A’in 1355 F., the Town Improvement Trust, if it makes 
a claim for the purpose within the time, if any, shall 
be entitled to recover from the owner of such property 
an annual betterment contribution for such term of 
years and at such uniform percentage of the increase 
in value not exceeding 10 per cent, as may be fixed 
in the scheme under rule 7 of the Development Rules 
City Improvement Board, Hyderabad, the cost of a 
development scheme shall be met wholly by a contri¬ 
bution to be levied by the controlling authorities accor¬ 
ding to the holdings included in the scheme in propor¬ 
tion to the increment which is estimated to accrue in 
respect of such holdings with reference to the improve¬ 
ments contemplated. 


For the remaining items of the “Factual background”, 
there is nothing to add except that this tax has to be 
levied for development purposes. 


Section II —Replies to Questions 


Question No. 222. 

This Department is of opinion that whenever execu¬ 
tion of any town improvement scheme is completed and 
there is increase in the rateable value, of lands and 
buildings betterment tax should be levied by each class 
of local body except Panchayats. 


Section III—Other Remarks 

Nil. 



MEMORANDUM V 

(Replies to questions not covered in Memorandum IV) 


PART I—THE TAX SYSTEM 
General 

Question No. 1. 

1. The principal* objective of a sound tax policy 
should be to obtain maximum amount of revenue at a 
minimum cost for the State from different sections of 
the people and different institutions according to their 
ability to pay. It should encourage incentives to work, 
to save and to invest, reduce inequalities of income and 
wealth as far as practicable and what is perhaps more 
important in the context of an underdeveloped country, 
it does not curtail the already pitifully low levels of 
consumption of the vast majority of the people. 

Of the four objectives specified, the objective of 
encouraging incentives to work, to save and to invest 
should merit the first place. The reduction of inequali¬ 
ties of income and wealth is no doubt an important 
objective. However, the fulfilment of such an objective 
is necessarily conditioned by the total and per capita 
levels of income and wealth obtaining in the country. 
In underdeveloped countries where both total and per 
capita incomes as well as wealth are pitifully low, the 
policy aimed at drastic reduction in inequalities will not, 
on the one hand, raise per capita incomes or wealth to 
any appreciable extent, but, on the other, would severely 
reduce the incentives of individuals to work, and would 
adversely affect the capacity of the economy as a whole 
to save and invest.. However, the objective of reduction 
in equalities should claim the second place in a sound 
tax policy, provided the process of realising such an 
objective is carefully planned and no rash measures 
which might actually result in lowering the national 
production are taken. 

Tax policy has a limited and a long-term significance 
as a me-sure for countering inflationary and deflationary 
tendencies. Usually, tax meausres for combating inflation 
or deflation are taken after the economic conditions have 
deteriorated considerably. Unless, therefore, an ade¬ 
quate machinery is devised for making reliable, long¬ 
term forecasts of inflationary and deflationary tendencies, 
taxation policies by themselves are not Likely to be 
effective for successfully fighting either inflation or 
deflation. 

Maintenance of the external balance of the economy 
should have a secondary place in a national tax policy; 
for undue emphasis on maintenance of external balance 
by manipulation of tax polices may seriously disturb 
production, internal trade and consumption. Thus, for 
instance, high tariffs or restrictions on quantum and 
choice of essential imports would raise costs and hamper 
production. Similarly, high and frequently changing 
export duties are likely to curtail foreign markets. This 
would also lead to fall in production and affect the 
capacity of the economy to save and invest. 

The progressive system of income-tax and the imposi¬ 
tion of Death Duties should, up to a point, ensure the 
objective of reducing inequalities in income arid wealth. 
However, during the war and thereafter, inflation has 
severely curtailed the real incomes of the fixed income 
classes, particularly the middle and upper-middle classes 
while the position of the higher income groups has not 
been seriously affected. Thus, in effect, the inequalities 
between the tax-payers in the middle class and the 
higher income group have been sharpened. If the pre¬ 
sent income-tax system could be so modified as to give 
reasonable rebates on the basis of the size of the family, 
it is felt that the inequalities imposed on the tax-paying 
middle class could be reduced to some extent. 

Reduction of inequalities as between the well-to-do 
classes and others could also he brought about, up to 
a point, by imposing heavier sales tax on all luxury 
items and by lowering the rates of commodity taxes 
on all necessities of life. 

In so far as the effect of tax policy on industrial 
production is concerned, it is felt tbdt polices which 
result in reduction of production costs should provide 
greater incentives to the industries to work and to save. 
In order that the savings are actually invested in pro¬ 
ductive channels, it also appears necessary that a plan¬ 
ned programme of new industries should be prepared 
by the Government and investments in such industries 
may be given tax reliefs on a graduated scale. Under 
the existing economic circumstances it is felt that greater 
use of the machinery of tariffs and less and less use 
of the quantitative import controls should expand pro¬ 
duction, lower the costs and thus enable them to pro¬ 
duce more of goods and services at lower prices, 


Question No. 2. 

The three important criteria for judging the equity 
of a tax system would be ( 1 ) that the tax system as?® 
whole is progressive, ( 2 ) that the burden of all taxes 
on different classes of earners is within their capacity 
to bear and (3) that it enables the marginal consumer 
to maintain himself at least on a minimum standard of 
living. Up to a certain extent, it should be possible to 
bring about greater equity in the tax system by a modi¬ 
fication of the income-tax system so as to take into 
account the size of the family up to a reasonable limit 
of total income. Indirect taxes such as Sales Tax, 
Excise, Customs, etc., also could be so adjusted as to 
tax luxuries far more heavily than the necessities of 
life. However, in an underdeveloped economy, the scope 
for ensuring equity of the tax system is greatly limited. 

Question No. 3. 

The Indian tax system as a whole does not appear 
to confirm adequately to the principle of “ability to 
pay”. Thus, for instance, under the Income-tax laws, 
although the system of taxation is progressive, it dods 
not take into account the variations in the individual’s 
ability to pay due to differences in family size, parti¬ 
cularly among the fixed income groups. It is also felt 
that the Income-tax rates particularly of the well-to-do 
and richer classes of people, are not steep enough, consi¬ 
dering the fact that they have far greater ability to 
pay both because their money incomes are higher and 
the fact that during inflation their real incomes are 
not as severely affected as in the case of lower income 
groups. Consistent with the condition that the incentives 
to work, save and invest are not adversely-affected, it 
seems desirable, and also in a limited way practicable* 
to extend this principal of ability to pay. The ways in 
which the principle may be extended are: ( 1 ) by adjust¬ 
ing the incomes-tax payable by the lower income groups 
of tax-payers to the size of families; ( 2 ) making'income- 
tax rates for higher income groups considerably steeper 
than they are now; and (3) by levying heavier indirect 
taxes on luxury items. 

Question No. 4. 

In our view, taxable capacity of the middle classes 
has been used to the utmost, and the burden on this 
class has been increasing continubusly with the rise in 
the cost of living, the levy of sales tax and increase in 
other indirect taxes. Although the higher income classes 
are being taxed progressively, there is some room for 
steepening the Income-tax rates. In the rural arears the 
incomes of relatively larger landowners, have increased 
substantially in recent years, due to high prices of 
agricultural commodities. Since land revenue has re¬ 
mained more or less stable, there is reason to believe 
that their taxable capacity has not been used to the 
same extent as. that of similar income earners in urban 
areas. These views are based on broad considerations. 
Definite and reliable facts on this aspect of taxation pro¬ 
blem should, however, be obtained through scientific 
enquiries and investigations before arriving at final con¬ 
clusions. 

Question No. 5. 

The proporation of tax revenue to National in Income 
in India is considerably lower than that in many other 
countries. In 1948-49, the tax revenue in India was 
7-52 per cent, of the National Income. The corresponding 
position in other countries was : Australia 22-56 per 
cent., Canada 27-04 per cent., Indonesia (1938) 12-98 per 
cent., New Zealand 30-9 per cent., United Kingdom 43-02 
per cent., U. S. A. 23-8 per cent., Sweden 24-36 per cent., 
Norway 37-31 per cent., Switzerland 14-05 per cent, and 
Japan 30-16 per cent. The proportion of tax revenue 
to National Income can be'raised in the case of India 
also but not very considerably, particularly in view of 
the low purchasing power of the bulk of the people. 
This could be achieved first by making the income-tax 
rates for higher income groups steeper than what they 
are now; and second, by having a low Sales Tax on a 
turnover basis, without any exemptions, and a high 
Sales Tax on luxuries. The low rate of General Sales 
Tax should be within a prescribed range so that relative¬ 
ly undeveloped States can levy such a tax without 
causing undue hardship to their people. 

Question No. 6. 

In underdeveloped economies, indirect tax usually 
forms a large proportion of the total tax revenue. In 
1948-49, the indirect tax revenue* in India was about 
2-5 times the direct tax revenue, whereas in the more 
developed countries, it was about equal to or less than 
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the direct tax revenue. Thus from the standpoint of 
a well developed economy, in India, tthe relative place 
of direct and indirect taxes in the tax system is Unsatis¬ 
factory. But because our economy is yet to be developed 
considerably and the revenues required by the States 
for meeting current as well as development expenditure 
are to be derived mainly from indirect taxation (e.g.. 
Sales Tax), this unbalance in Indian tax system will 
continue to obtain, till the economy is sufficiently deve¬ 
loped and large direct tax revenues become possible. 


Question No. 7. 

Yes. The development programmes will undoubtedly 
require increasingly larger finances and there is bound 
to be a limit beyond which direct and indirect taxation 
cannot meet such demands. Revenues derived from 
public enterprises, in industry, trade, transport, etc., 
will, therefore, come to occupy increasingly important 
place in Public Finance. Apart from the existing State 
enterprises such as Railways, Telegraph, Telephones, and 
certain basic industries, run by the Central Govern¬ 
ment, and Transport and Electricity undertakings run 
by several State Governments, major consumer goods •. 
and mineral industries and commodity corporations run 
on a business like basis, should offer considerable scope 
for increasing non-tax revenues. The extent of contri¬ 
bution to the exchequer that may be expected through 
such enterprises is difficult to estimate. But consider¬ 
ing the fact that in private sector such industries and 
enterprises yield large, returns, there is every reason 
to expect that they would contribute fair revenues to 
the exchequer, provided they are run as first class busi¬ 
ness concerns and not on a departmental basis. 


Question No. 8. 

Yes. Particularly because in a welfare state, the 
rigidity imposed upon the pattern of expenditure by 
strict earmarking of receipts from particular taxes for 
specific purposes, would hamper the most effective use 
of available resources, in the larger interests of the ~ 
people. For this reason, we have not been generally 
earmarking particular tax receipts for specific uses. 
However, it is not suggested that such earmarking should 
never be done. If it so happens that a new tax cannot 
be levied without giving an undertaking to the people 
as to its use, then if would be necessary to earmark 
receipts from that tax for a stated purpose. 


Question No. 9. 

Yes. It may be desirable to levy cesses for special 
purposes such as the one levied on mill cloth for the 
revival and development of cottage industries. But 
generally cesses could be best levied by the local bodies' 
for purposes like education, medical aid, etc. 


Question No. 10. 

In principle State undertakings, commercial, indus¬ 
trial, etc., should be good sources of non-tax revenue to 
the Governments. However, there are several instances 
which go to show that by and large, it has not been . 
possible for the Governments concerned to operate State 
undertakings on economic or profitable basis. Hence, 
before suggesting expansion of State undertakings, it 
appears necessary to consider the question of operating 
existing undertakings as economic units. The main rea¬ 
son for the failure of State undertakings, so far, as 
large revenue earners, seems to lie in the fact that in 
a majority of cases, these are worked as Government 
departments. Such forms of organisation are not con¬ 
ducive to efficient working of State enterprises since 
quick decisions on vital issues relating to finance, pro¬ 
duction, sales and purchases are not possible due to 
administrative practices in the Government and the 
approach to these problems which is generally different 
from that of business institutions. If the State enter¬ 
prises are organised as corporate bodies and are manned 
by expert managerial talent drawn from private busi¬ 
nesses, there is scope for the State enterprises to con¬ 
tribute more to the State revenues as regards indus¬ 
tries which require large outlay of capital and which 
lend themselves to monopolistic production and distri¬ 
bution. The general policy in regard to pricing of the 
products of State enterprises should be to keep the 
costs to the minimum and to charge a reasonably low 
profit on the total cost. 

Question No. 11. 

Rigid earmarking or funding of surpluses would ham¬ 
per the objective of utilising the revenue receipts in 
a most efficient manner. If financing of development, 
projects is the more urgent task before the Government, 
the surplus should be utilised for such purpose. On the 
other hand, if re-investment in the undertaking deserves 
a greater priority, the surplus will have to be used for 
that purpose. 

10—-2 T.E.Conu 


Incidence of Taxation 

Question No. 12. 

Income is no doubt the most important factor 
for examining the incidence of taxation on various clasps 
of people. However, as there are divergent vievjt 
regarding tax burden on the rural and urban population, 
the examination of tax incidence should also be related 
to factorjc) viz., rural or urban residence. Since there 
are no reliable data for assessing the actual incidence 
on the different groups of people, it is necessary to con¬ 
duct proper enquires in respect of this problem before 
arriving at final conclusions. The incidence question 
should be examined separately for each State. This is 
necessary in view of uneven economic conditions in 
different States. The study should also reveal of each 
State the incidence according to the size of the family, 
types of incomes, and sources of incomes, within different 
income groups in respect of rural and urban classes. It 
is specially necessary to study the problem in a greats* 
detail and more exactly in relation to lowest and the 
lower income-groups. 

Question No. 13. 

As socio-economic conditions are different in different 
States, and as the habits, customs and needs of different 
classes of people also differ, there is reason to believe 
that the tax burden is not likely to be fairly distributed 
either amongst different classes of people or different 
States. The final judgment on such an issue should, how¬ 
ever, be based upon scientific enquiries conducted on a 
regional basis as suggested in reply to question (12) 

Question No. 14. 

The war-time shifts in the distribution of incomes 
have adversely affected the middle-class. Their fixed 
incomes have not increased proportionately to the bur¬ 
den of indirect taxes. The incomes of factory labotur 
and the business classes have increased dar more than 
those of the fixed income classes. 

The relative incidence of taxation has, therefore, 
altered against the middle classes. In the rural sector, 
owing to increased prices of agricultural commodities, 
the Incidence of larger landowners could be Said to 
have become lighter relative to other sections of rural 
population. As between urban and rural sections of the 
population, It is held that in recent years, the urban 
incidence has become higher than the rural incidence. 
But these facts should be verified by scientific investiga¬ 
tions. y 

Questlon No. 15. 

Not to a significant extents 

Question No. 10. 

Yes; because public expenditure is but a negative 
form of taxation and its incidence on different classes 
of people cannot be ignored. Public expenditure such 
as Defence, Law and Order, etc., may be regarded as 
uniformly beneficial to all and treated as a common 
factor. But expenditure on social and welfare services 
will have to be apportioned firstly between the urban 
and the rural areas and then between the main benefi¬ 
ciaries in the respective areas. Thus for instance, irri¬ 
gation benefits to farmers should be ascertained so that 
this can be offset against betterment levy and the net 
burden on the farmers evaluated. 

Question N q. 11 

The tax burden weights particularly heavily on the 
bulk of those engaged in services Of Governments and 
business firms. Owing to inflation, their real incomes 
have been cut to one-third to one-fourth of the pre¬ 
war levels. Compensations by way of dearness allow¬ 
ance, etc., hardly meet a fraction of their increased cost 
of living. On. the other hand, indirect taxes have 
increased in recent years.. There is, therefore, some evi¬ 
dence of their burden having increased heavily both 
during and after the war. However, more precise evi¬ 
dence should be obtained by proper investigations mto 
the incidence problem. The problem of Incidence on 
individual industries also would require a similar in¬ 
vestigation. 

Taxation and Economic Development 
Question No. 18. 

Development programmes require .capital outlays 
which cannot, be obtained by taxation alone. It is 
therefore, necessary to resort to public borrowing to 
the utmost for financing development programmes. This 
would help to mop up idle funds with some sections of 
the public, and diverting them to effective and produc¬ 
tive uses. In the context of development programmes, 
foreign loans, if available, at low rates of interest and 
without political strings attached to them should be 
particularly welcome. It is often said that savings of 
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small earners in rural and urban areas should be effec¬ 
tively tapped by devising suitable borrowing schemes. 
It, however, appears doubtful if such schemes could be 
successful till at least food and cloth prices fall sub¬ 
stantially. 

Question No. 19. 

For maximising resources for financing development, 
the following order of importance is suggested: 

(a) Prevention of tax avoidance and tax evasion 
(also recovery of avoided taxes). 

(b) Economy and rationalisation in public expendi¬ 
ture (including stamping out of corruption). 

(c) Development of non-tax revenues. 

<d) Higher rates of existing taxes. 

(e) Fresh taxes. 

Question No. 20. 

Under the Plan, the private sector is mainly required 
to ensure development of organised industries. In order 
to provide sufficient incentive to the private enterprise 
and also to ensure that the private enterprise fulfils its 
obligations effectively, it appears necessary to devise a 
tax policy which, on the one hand, imposes heavier apd 
steeper taxes on higher individual and business incomes 
and all corporation incomes, and, on the other, provides 
for graduated rebates or exemptions for investments 
actually made in new productive enterprises in accor¬ 
dance with the importance of industries scheduled to 
be developed under the Plan. 

Question No. 21. 

Tax policy suggested in answers to question No. (20) 
Would stimulate capital formation in the private sector 
without conflicting with the needs of public Sector. 
Steeper rates would leave the richer individuals and 
businesses with only two alternatives, viz., either to 
invest the surplus in productive investment or to sur¬ 
render the money to the Government for similar use. 

Question No. 22. 

(i) During the pre-war years, the average annual 
imports of plant and machinery for manufacturing indus¬ 
try amounted to about Rs. 13 crores. In recent years 
the corresponding figure would come to about Rs. 38, 
crores. Considering the fact that machinery prices now 
are about three times the pre-war level, it can be infer¬ 
red that the rate of gross capital formation in the manu¬ 
facturing industry has remained more or less stationary. 
The rate of net capital formation would, however, be 
lower, for in the post-war years, a substantial part of 
imports is being used to meet wartime accumulated 
demand for replacements. 

There is also another consideration. India’s per capita 
income in 1931-32 was estimated at about Rs. 65. In 
1948-49, it stood at Rs. 225 in money terms and was 
about one-fourth of it or Rs. 64 in real terms 
at pie-war prices. Rough as the calculations are 
such a stability in the low figures of per capita income 
cannot obtain unless the rate of capital formation over 
the whole period has been extremely and uniformly 
low. There is no evidence of any, definite decline in 
capital formation. 

(ii) There is not adequate material for framing a pro¬ 
per reply to this question. 

Question No. 23. 

Tax relief to - middle-class by itself would largely pro¬ 
mote consumption. But such relief accompanied by a 
reasonable fall in prices of essential commodities would 
assist growth of savings. 

Question No. 24. 

If the planned targets materialise by 1956-57, then the 
additional output should comq largely from agriculture 
and to some extent from industry. If the objective of 
ensuring reinvestment of 50 per cent, the additional out¬ 
put is to be realised, land revenues will have to be 
increased suitably. Existing excise duties on industries 
will have to be raised and new excise'duties will have 
to be levied at rates that will tax away 50 per cent, of 
additional output. 

Question No. 25. 

Regulation of consumption is certainly desirable. But 
our general levels of consumption are so low that the 
first concerted move should be to restirct luxury 
consumption and to facilitate greater consumption 
of essentials like good food, clothing, etc. Tax 
policy can play a vital role in restricting consump¬ 
tion. In particular, indirect taxes should be used to 
tax luxuries as much as possible. These should also be 
used to lightly tax all essentials so as to recoup the loss 
of revenue, if any, by heavy taxes on luxuries. It is 


also necessary to tax higher income groups directly with 
the object of mopping up surplus purchasing power 
which normally results in wasteful consumption of 
essentials and unnecessary consumption of luxuries: 

Question No. 26. 

More active use of tariffs instead of quantitative con¬ 
trols of imports can promote the efficiency of the pro¬ 
ductive system in a fair measure. Up to a point, 
multiplicity of taxes on some commodities and lack of 
uniformity would militate against the efficiency of 
economy. In the State sphere of taxation, the necessity 
of raising revenues through the Sales Tax also leads 
to lack of uniformity. However, the present situation 
can be, to some extent, improved by rationalisation of 
Sales Tax policy. Our suggestion to this end would be 
to allow different States to impose Sales Tax at suitably 
low rates within a specified range on all commodities, 
and to fix uniformly high rates for all luxuries. The 
States can adjust the rates on non-luxury items to suit 
their economic conditions and ensure a most effective 
allocation of resources. This should also lead to opti¬ 
mum use of resources from the all-India point of view. 

Question No. 27. 

Planned and graded tax reliefs on corporate and busi¬ 
ness incomes invested in setting up new industries 
according to a given schedule, should be considerable 
use in securing a given order of priorities in the deve¬ 
lopment of manufacturing industries in the private 
sector. Protective duties under tariffs can also effectively 
be used to ensure a given order a priorities in the 
development of new industries in the private sector. 
Selective commodity taxes can also help by influencing 
demand. 

Question No. 28. 

Tax policy is a useful instrument for economic deve¬ 
lopment. 

(a) By means of a differential system of taxation in 
respect of essential consumers goods and luxury goods, 
it can minimise the overall demand for luxury goods and 
lead to larger savings. 

(b) Reducing consumption by taxation is unlikely to 
yield any appreciable savings In a poor country like 
India for the level of consumption is so low that reduc¬ 
tion in existing standards would mean semi-starvation. 
However, a tax policy designed to eliminate unessential 
investment is likely to be of some use in a programme 
of economic development. 

(c) As pointed out in replies to Questions 20 and 27 
positive inducement in the shape of tax reduction for 
investment in specified new industries hag great poten¬ 
tial as an instrument for economic development. . 

(d) In a country with a vast number of people living 
at subsistence level, redistribution of incomes cannot 
increase savings. 

(e) A tax policy which aims on the one hand to tax 
heavily higher incomes and speculative gains, and on 
the other, provides for increasing tax reduction accor¬ 
ding to amounts of investments in specified productive 
channels, can be the most effective instrument for econo¬ 
mic development. 

Question No. 29. 

For plann.ed development, tax policy can be effective 
if it conforms to criteria suggested in 28 (e) above. As 
compared to monetary policy, a tax policy has the 
advantage of being direct in its effect. But its use must 
necessarily be limited to the few who can stand heavy 
taxation. In a poor country, therefore, a tax policy has 
a limited scope in the context of development unless it 
is accompained by a suitable monetary policy. If plan¬ 
ned development is to be achieved in a short period, all 
aspects of the economy must be subjected to direct con¬ 
trols. It is, however, extremely doubtful if direct con¬ 
trols on a large scale can be successfully 'administered 
under a mixed economy. 

Question No. 30. 

In theory our tax system should bring about some 
reduction in inequalities. However, owing to evasions 
and malpractices under Income taxation and other forms 
of taxation this objective is not adequately, realised in 
practice. 

Question No. 31. 

Apart from the need for locating and eliminating tax 
evasions, the following modifications should help to 
secure a larger measure of economic quality: 

(a) Tax relief to middle-classes (i.e., low income 
groups in taxable range) on the basis of the 
size of the family. 



(b) Heavier tax on higher income groups, subject 
to reductions for investments in specified pro¬ 
ductive channels. 

(c) Very low commodity taxes on staples used by 
the poor, relatively higher taxes on consump¬ 
tion goods used by other classes of the people, 
and heavy taxation, on all luxury goods. 

(d) Rebates on taxed raw materials used by cottage 
industries. 


Question No. 32. 

Public expenditure policies are equally important for 
achieving a greater measure of equality of incomes. 
Theoretically, the Government can help raise the level 
of incomes of the poorer classes, by spending larger 
sums in providing them free education, cheap housing, 
medical facilities, social security measures, etc. But in 
a poor country the national incofne, and the taxable 
capacity of the bulk of the people are so low that the 
total available public resources fall far short of the 
funds required to provide social benefits, _ even on a 
moderate scale, to the bulk of the population. 


Question No. 33. 
No. 


Question No. 34. 

(a) Succession duty should yield almost as much as 
the death duty (i.e., about Rs. 10 to 12 crores per year). 
However, under the present economic conditions of India, 
and because of the fact that 'death duty has come into 
force only recently, succession duty can be counted 
upon as a source of additional revenue only in the long 
run. 

(bj Estate duty has already been imposed and has 
become a source of additional revenue to State Govern¬ 
ments. 

(c) Substantial additional revenue may be expected 
only from terminal taxes on goods and passengers carried 
by rail and sea. However, these taxes are regressive 
and will, therefore, tend to decrease the total revenues, 
particularly when fares and freights are high. Moreover 
they will tend to increase the cost of production in 
industries It is, therefore, not advisable to levy such 
taxes now. 

(d) Taxes on railway fares and. freights will also 
have an adverse effect on the financial resources of 
the Government under the present situation. It is, 
therefore, not desirable to levy such taxes as well. 

(e) Takes other than stamp duties by the Union on 
transactions in Stock Exchange are likely to yield a 
fair amount of additional revenue. 

(f) Taxes on sale or purchase of newspapers cannot 
yield substantial additional revenues, because of low 
prices of the newspapers and the small circulation of 
most of the newspapers. However, newspapers earn sub¬ 
stantial revenues from advertisements, and a tax paya¬ 
ble by the adviser and collected through the news¬ 
papers can yield fairly large additional revenues. Tax 
on sale of news papers is not desirable as it'would have 
the effect of cutting down circulation and hampering 
the process of general education amongst the literate 
public. 


Question No. 35. 

In view of the urgent need for capital formation, taxes 
on productive capital are not desirable. However, un¬ 
productive capital or .capital going into unnecessary or 
speculative channels could be suitably taxed. Salt duty 
may also be reintroduced in the form of excise duty. 
Betterment levies are also necessary particularly in 
newly developed agricultural areas. Surcharges are 
generally of a temporary nature and as such cannot 
form a permanent feature of land revenue system. In 
view of the forthcoming land reforms Agricultural 
Income Tax may altogether disappear as a source of 
revenue. In the present state of economic organisation 
in India, social security taxes can at best be levied on 
industrial labour and employers. But this would not 
result in any significant addition to tax receipts. In 
regard to prohibition policy, additional revenue could 
be obtained by levy of optimum duties. 


Question No. 36. 

Yes. In the case of agricultural land the tax on incre¬ 
ment in the value ofsland can be levied in the form of a 
betterment levy. 


Question No. 37. 

Measures which may result in increasing the receipts 
from existing sources of revenue may be enumerated as 
follows; 

(a) Revision of settlement. This should bring in lar¬ 
ger land revenue as agricultural prices have 
increased more than the costs during the War. 

(b) Levy of sales tax at a low rate on essential 
commodities, and at higher rate on non-essential 
items and luxury goods. As expenditure on 
essential consumer goods forms a large propor¬ 
tion to total consumer expenditure, particularly 
in underveloped countries, such a policy should 
result in not only increased revenue, but also 
relatively more stable revenues. 

(c) Higher rates of income-tax for richer classes 
with a proviso for reduction of rates for invest¬ 
ments in specified productive channels. 

(d) Setting up an independent high-power machinery 
manned by specially trained and well-paid staff, 
for locating, investigating and bringing to book 
cases of tax evasions and avoidance. 

(e) Development of local taxation. 

(f) Substitution of total prohibition where it is in 
force by a system of heavy taxation on all 
intoxicants. 

Question No. 38. 

There are very few new sources to be exploited in a 
poor country like ours. Even so, Estate duty has been 
recently imposed and in due course succession duty 
may also be levied, as these duties fall on the richer 
classes. However, in our society ceremonial expenditure 
even among the poor classes is very high, It is possible 
that suitable taxes might be developed to tap such 
sources. Thus for instance, a marriage tax may produce 
a fair amount of revenue to the States, on a permanent 
basis. 


Question No. 39. 

At present there is little scope for leyying fresh sur¬ 
charges under Article 271. y, 

X . 

Taxation and Inflationary and Deflatloirary Situations 
Question No. 40. r 

Higher direct taxes and indirect taxes on luxury 
goods can mitigate an inflationary situation by curtailing 
the purchasing power of the richer Classes. In a defla¬ 
tionary situation lowering of taxes can stimulate more 
production. However, in a country like India where the 
bulk of the people have extremely low incomes, low 
consumption and very little margin of savings, an 
excessive alround taxation under inflationary conditions 
would result in cutting down consumption still further. 

Another limitation stems from the fact that tax policy 
does not generally effect the volume of business credits. 
Unless, therefore, a monetary policy including effective 
regulation of credit is simultaneously implemented the 
object of the tax policy may not be fully realized. It 
would also be necessary to reinforce this policy by pro¬ 
duction, distribution and price controls. 


Question No. 41. 

(a) Direct Taxes .—During inflation or deflation, 
direct taxes are more effective as an anti-inflationary or 
anti-deflationary measure in so far as richer individuals, 
corporations and larger business institutions, are con¬ 
cerned. In this sense, the changes in direct taxes have 
a limited scope as an anti-inflationary or an anti-defla- 
tinoary measure. Moreover, changes in direct taxes are 
not brought about in good time and the result is that 
their effect on the inflationary or deflationary situation 
is not felt as quickly or as certainly as it should. 

(b) Indirect Taxes .—On the other hand, indirect taxes 
usually affect a larger section of the people and their 
value as anti-inflatonary or anti-deflationary measures 
is, therefore, somewhat greater than that of the direct 
taxes. Changes in Import Duties and Sales Tax can 
effectively reduce or increase consumption of relatively 
unessential items and particularly luxury goods in a 
short time. Similarly increase ip export duties, particu¬ 
larly on items like cloth, can increase internal supplies 
in a relatively short time, lower prices, and bring about 
an anti-inflationary effect. Likewise, a lowering of 
Export Duties can work as an anti-deflationary measure. 
Changes in Excise Duties should in theory also have 
the same effect. However, Excise Duty is usually levied 
on a limited number of goods and to this extent, their 
overall effect as an anti-inflationary or anti-deflationary 
measure is likely to be considerably limited. 
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Question No. 42. 

In our tax system, we have almost all the taxes which 
can be used to counteract inflation or deflation. However, 
direct taxes are limited in scope as they would affect 
only a fraction of the individual earners and business 
institutions. Then again, owing to lack of highly orga¬ 
nised economic. intelligence service, both direct and 
ihdirect tax measures taken for countering inflation or 
deflation are -usually too late. This factor, in particular, 
considerably diminishes the inherent capacity of the tax 
system to counter inflation or deflation. If a highly orga¬ 
nised. and efficient economic and statistical intelligence 
service is established in the country, it should be possi¬ 
ble to foresee the advent of inflation or deflation in good 
time so that timely changes in different kinds of taxes 
could be effected and inflation or deflation countered 
more effectively than has been hitherto possible. 

Question No. 43. 

'.Public expenditure on revenue account hardly 
accounts for about 10 per cent, to 12 per cent, of the 
total national expenditure. The policies regulating the 
volume of public expenditure are, therefore, not likely 
to have any great moderating influence on inflation or 
deflation. The capital expenditure in the public sector 
is largely being used for development of irrigation, power 
resources, etc. and in the short run, such expenditure 
is' likely to have a somewhat inflationary effect. More¬ 
over, policies regarding development expenditure cannot 
be deliberately used to moderate the forces of inflation 
or deflation without affecting the planned development 
of the country. 

Question No. 44. 

Generally speaking, it would not be practicable to 
adjust tax rates to rising or falling prices so as to .suit 
particular groups of tax payers or particular sectors of 
the' economy. The effects of rising or falling ^prices on 
specific groups of people or sectors of economy would 
be better regulated by means of production, distribution 
and price controls. 

Question No. 45. 

At present, inflationary influences appear to have 
been brought under some check. However, prices seem 
to be stabilising at a high level. In a sense, the present 
situation is somewhat paradoxical, for, on the one hand, 
high prices are being maintained and, on the other, 
unemployment is growing. In spite of high prices, 
money supply has become small, and capital formation 
has suffered; and yet, money has been found by investors 
to subscribe to various State Government loans. How¬ 
ever, in so far as the inflationary aspect of the situation 
is concerned, one of the important factors which appears 
to maintain high prices, is the high cost of production 
in industries. Apart from the increasing labour costs, 
the high costs'"of imports of raw materials, machinery, 
spares, etc., appear to be largely responsible for the pre¬ 
sent inflationary situation. Tax measures indicated in 
reply to Question 41 would serve to mitigate inflationary 
forces. 

PART II—DIRECT TAXES 
Income-tax 

Question No. 52. 

In view of the land reforms being undertaken in vari¬ 
ous States, it is unlikely that Agricultural Income-tax 
will have any great significance to the State Governments 
in the future. There is, therefore, little likelihood of 
agricultural incomes being taxed twice, at least in so 
far as this State is concerned? No modification in the 
definition of “agricultural income” is, therefore, 
suggested. 

Question No. 53. 

We do not favour the idea of integrating agricultural 
income with non-agricultural income, as this would in¬ 
troduce great complications in the administration of non- 
agricultural income taxes under the State Acts. 

Question No. 54. 

No. 

Question No. 56. 

No. 

Question No. 57. 

(t) No Co-operative enterprises should be allowed to 
develop to the fullest extent as they are important 
institutions which can render economic planning more 
effective. In particular, there should be no question of 
taxing incomes of Co-operative enterprises designed to 
assist agriculture and small-scale industries. 


(ii) Yes. Co-operative Sousing Societies usually have 
to spend" their income on providing sanitation and other 
amenities to the members. Quite often, they also have 
to organise their own water supply. If, therefore their 
incomes are taxed, provision of such essential services 
is likely to suffer and discourage the development of 
co-operative housing. 

(iit) No comments. 

Taxation of Companies and Shareholders 
Question No. 80. 

(i) & (ii) There should be no Income-tax or Super Tax 
on small industries run on co-operative basis and cottage 
industries. On the other hand, as their costs of produc¬ 
tion are higher than those of the organised industries, 
they should get some differential treatment in regard to 
indirect taxation on the raw materials they use. Small 
industries run on co-operative basis and cottage indus¬ 
tries have a significant role in the context of economic 
development and nothing should be done by way of 
imposition of taxes or any other measures to hamper 
their growth. 

(iii) Private limited companies and proprietary con¬ 
cerns should be taxed like any other joint stock concern 
and even those whose total incomes are below Rs. 25,000 
should be taxed but at a lower rate, e.g., at rates some¬ 
what corresponding to indivdual income-tax rates. 

(iv) Holding bompanies' are usually formed for ful¬ 
filling certain monopolistic purposes. Such companies 
should, therefore, be taxed at a specially higher rates in 
order to check the growth of monopolistic institutions. 

Death Duties 

Question No. 101. 

This is a timely tax measure which should assist the 
process of reducing the inequalities in wealth. It should 
also yield fair revenues to the States, and help them 
in the implementation of the Plan. However, as a result 
of the imposition of the Estate Duty large-scale transfers 
of immovable properties may take place. This might 
have the effect of reducing the revenue from this 
source. Till the time Succession Duty is levied, it might 
be worthwhile to increase Stamp Duties on transfers 
of immovable property with a view to discouraging such 
transfers and minimising the immediate loss of revenue 
from the Estate Duty. 

Question No. 102. 

Yes; for a lower rate of levy on self-acquired pro¬ 
perty forming the estate of a deceased and higher rate 
of levy for inherited property, would provide the rela¬ 
tively younger generation incentive to work, to save and 
to invest. 


PART in—COMMODITY TAXES 
General 

Question No. 137. 

At present there are certain commodities exempted 
from Sales Tax. With a rise in the general level of 
incomes as expected from the Five Year Plan, it might 
be possible to raise the present rates of commodity taxes 
and do away with the system of exemptions. 

Question No. 138. 

The following luxury articles may be taxed at a 
specially high rate: 

(1) All kinds of motor vehicles including cars arid 
.motorcycles. 

(2) Chassis of motor vehicles. 

(3) Refrigerators and air conditioned plants. 

(4) Wireless reception instruments and apparatus. 

(5) Radios and their parts. 

(6) All electrical goods excluding bulbs. 

(7) Luxurious furniture. 

(8) Imported textile, woolleri and silk fabrics. 

PART V—LOCAL TAXATION 

Questions Nos. 185 and 186. 

The system of local taxation is generally satisfactory 
and that the need for improvement is confined to matters 
of relative details. Legislation for imposition of taxes 
by the local bodies in this State is comprehensive and 
is working satisfactorily. If local finance have not im¬ 
proved it is due more to bad assessment and failure to 
collect the taxes in time by the local bodies rather than 
faulty or incomplete legislation. The matter mostly 
depends upon the Class of Local Badies and the interest 
the members take in building up the finances of local 





bodies. It requires serious consideration by the Local 
Authorities themselves to find ways and means of im¬ 
proving local finances. 

We are in agreement with the recpmmendations made 
by the Local Finances Enquiry Committee that ^Termi¬ 
nal Taxes on goods-carried by railway, sea or air should 
be transferred from the Union to the State list. It could 
be imposed by the local bodies in preference to octroi. 


Question No. 185. 

In this State the following categories of local bodies ' 
are functioning • 

(1) Municipal Corporations; 

(2) City & Town Municipalities; 

(3) District Boards; and 

(4) Village Panchayats. 

They are governed by four different Acts, viz.: (1) 
Hyderabad Municipal Corporations’ Act, 1950, (2) 

Hyderabad City & Town Municipalities’ Act, 1951, (3) 
Hyderabad District Boards A’in 1352 Fasli (this is being, 
replaced by an enactment which is before the State 
Legislature) and (4) Hyderabad Village Panchayats Act, 
1951., 

Specific provisions have been made in these Acts for 
the levy and collection of various kinds of taxes. By 
experience it has been found that there is neither a 
clash nor lack of co-ordination between one local body 
and the other particularly in view of a uniform provision 
made in all the above Acts authorising the local bodies 
to collect taxes individually or jointly by the contiguous 
local bodies. In the case of Panchayats and District 
Boards there are overlapping provisions in both the 
Acts. Panchayats have been constituted' on an adult 
franchise basis only recently and the District Boards 
are functioning on a nomination basis. So far no diffi¬ 
culty has arisen in the levy of taxes within the jurisdic¬ 
tion of District Boards and Village Panchayats. In view 
of the provisions made in the respective Acts it is appre¬ 
hended that, unless the District Boards A’in (Regulation) 
is amended suitably it will be difficult for the Village 
Panchayats to levy taxes for which provision is made 
in the Hyderabad Village Panchayat Act. This is because 
the District Board has concurrent jurisdiction over 
Village Panchayats and according to the provisions 
made for taxation in the District Boards A’in, it would 
mean double taxation in the areas of Village Panchayats 
where Panchayats also are empowered to levy similar 
taxes. This anamoly will have to be removed either by 
legislation or by a directive by the Government to the 
District Boards not to levy a tax where it has already 
been levied by the Village Panchayat within its jurisdic¬ 
tion. This aspect is being examined by this Department 
and suitable action will be taken. 


Questions Nos. 189 to 194'. 

These questions are very general and it is rather diffi¬ 
cult to follow any uniform policy in all the States as 
much depends upon the advancement of the local bodies 
in various States to take the responsibility of function¬ 
ing autonomously. So far as this State is concerned 
elections to the Municipalities on adult franchise basis 
have been recently completed and they have begun to 
function with elected members. It is to be seen how 
these bodies progress and as they gain experience, the 
State Government will certainly relax its control over 
giving sanctions to the imposition of taxes and fixing 
' of maximum rates, etc., as and when feasible. 

,So far as the Corporations and the City Municipalities 
are concerned there is a general feeling that the Sales 
Tax should be transferred to the Local Authorities so 
that they may get the benefits of utilizing the income 
for providing more amenities to the citizens. It is pre¬ 
mature to give any consideration to this demand. The 
Government is giving grants to local bodies to enable 
them to meet the deficits in their budgets. This is a 
matter between the State Government and the Local 
Authorities and suitable measures will be taken for 
transfer of one or more taxes from the State list to the 
list of the local bodies as and when it is considered 
necessary. 


For the present it is desirable to retain within the pur¬ 
view of Government the power of sanction to impose 
taxes and the fixation of maximum and minimum rates 
as it is considered necessary to exercise a certain amount 
of supervision on the local bodies on the question of 
taxation at this juncture. As has been stated above the 


issues raised in the said questions carinot be applied 
uniformly to all States as conditions differ from State 
to State and it ought to be left to State Governments 
to take decisions on these matters. Any hard and fast 
rules on these issues will not be of much use either to 
the State Government or to the local bodies. 


Questions Nos. 195 to 196. 

There seems to be overlapping so far as the income 
tax on income from the non-agricultural immovable 
property levied by the Central Government is concerned. 
The Local Authorities levy property tax on immovable 
property within their jurisdiction which is invariably 
either on the capital value of the property or on the 
annual rental value of the property. In other words it 
would mean that the assessment of the property tax is 
more or less based on the income from immovable pro¬ 
perty. Income tax is also levied on the income from 
such properties. Most of the properties which do not 
yield much income are not affected by the income tax 
but only the larger properties are so affected. It is 
desirable that the overlapping provision be relaxed suit¬ 
ably by the Central Government. 


Questions Nos. 197 to 199. 

The main source of income of different categories of 
local bodies is from the tax revenue. The imcome from 
the non-tax revenue such as fees, rents, fines, etc., sup¬ 
plements local finances to some exent but it does not 
provide any substantial income. For the smooth and 
efficient administration of the local bodies it is very 
essential that grants-in-aid by Government are given 
liberally. The more so in these days in view of the 
abnormal rise in the wages of Municipal labour and the 
awards given by the Industrial Tribunals in favour 
of Municipal labour. It has become almost impossible 
for the local bodies to function without grants-in-aid 
by the Government. In spite of efforts by the local 
bodies to tax to the maximum capacity they have not 
been able to make both ends meet for the above reason. 
Actual experience shows that the major portion of the 
income of the local bodies is spent on the conservancy 
and other establishment charges. Perhaps a similar 
state of affairs prevails in other States. 


Questions Nos. 223 to 227. 

It has been stated in the foregoing paragraphs that 
comprehensive legislation exists in the State for the 
imposition of different taxes in the local bodies and it 
is up to them to utilise the tax resources to the maxi¬ 
mum extent. A tax can be considered to be fully 
utilised only when proper assessment is made and 
amounts are collected in time. Although the procedure 
for assessment has'been specified in the rules it is in¬ 
variably found that local bodies for some reason or 
other do not assess properly. Consequently the income 
derived from a particular tax is low. Efforts are being 
made by this Department for periodic revisions in the 
assessment and the assessments are checked by the 
Inspecting Officers of this Department and discrepancies 
are brought to the notice of the concerned local body 
for rectification. It is felt that a complete re-orientation 
in the outlook of the members of the local bodies is 
necessary to obtain the maximum benefit out of tax 
resources. This is constantly stressed by this Department 
and it may be stated that of date, compared to previous 
years, encouraging results are noticed in various local 
bodies. As time advances it is hoped that the local 
bodies will realise the maximum advantage from their 
tax resources and place their finances on a sound foot¬ 
ing. Assessment and revision work is carried out by 
the local bodies in the State most economically and does 
not involve much expenditure. 


Question No. 228. 

So far as commutation by labour for a full payment 
or part payment of a tax is concerned provision already 
exists in the Hyderabad Village Panchayats Act. The 
relevant sections read as follows : 


"Panchayats may, with the consent of the person from 
whom any tax or fee under section 35 and 36 is leviable, 
commute the payment into a contribution of labour not 
extending 18 days’ labour in a year at such intervals, 
for such periods of time and on such conditions as 
may be prescribed.’ 1 

This provision is considered to be suitable only for 
Village Panchayats. and not for other local bodies. As 
such no such provision is made in the other Acts pertain¬ 
ing to local bodies. 
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1 ‘933-34 

2 ‘934-35 

3 ‘935-36 

4 ‘ 936-37 

5 ‘937-38 

6 1938-39 

7 ‘939-40 

8 194041 

9 ‘94‘-4* 

10 1942-43 

“ ‘943-44 

‘2 1944-45 

»3 ‘945-46 


STATEMENT I 

Receipts and Expenditure on Revenue Account 
(1933-34 to 1953-54). 


(In lakhs of Rs.) 


Receipts Expenditure Surplus or 

Deficit 


(a) Pre-war Period (1933-34 to 1938-39) 


(5 ) War Period (1939-40 to 1945-46) 


(r) Pre-Integration Period (1946-47 to 1949-50) 


14 1946-47 
>5 1947-48 

16 1948-49 

‘7 ‘949-5° (6 months) 


(d) Post-integration Period (1950-51 to 1953-54) 


18 1950-51 

‘9 ‘95‘-5» 


20 19521-53 „ • 

(Rev. Est.). 

21 1953-54 ( Bud - Est) 


681-74 

721- 17 

—39‘43 

73‘-32 

722-55 

+8-77 

. 776-25 

722-95 

+53-3° 

808-'56 

770-45 

+38-11 

805-68 

778-10 

+27-58 

784-05 

783*‘5 

+0-90 

822-54 

836-43 

-13-89 

933-34 

890-43 

+42-91 

. 78i-53 

902-03 

-30-50 

‘°57"32 

944-83 

+ 112-49 

‘433-84 

‘044-39 f 

+389-45 

1558-42 

1203-68 

+354- 74 

‘787-95 

«4°‘-47 

+386-48 

*775-75 

1729-16 

J-46-59 

‘799-47 

2976-35 

—1176*88 

2581-70 

2617-90 

-36-20 

1692-30 

i ) 

‘554-34 

+ ‘37-96 

2617-61 

2755-00 

-‘37-39 

2987-49 

2819-30 

+ 168-19’ 

2791-06 

2682-15 

+ 108-91 

2801-73 

2182-83 

—20*10 


' STATEMENT II • 
Principal heads of Revenue 


(In Lakhs of Rs.) 


Inter- State Land Stamps General Agricul- Central Income Other Total Non-Tax Total 

State Excise, Revenue Sales tural In- Excise Tax. Tax Tax Revenue Revenue 

Transit Tax come-tax Share* Revenuef Revenue { 

Duties 


3 4 5 6 7 8 9 10 


(a) Pre-War Period (1933-34 to 1938-39) 


1 

‘933-34 • 

. 85-92 

157-80 

264-47 

17-68 


•• 525-87 

‘55-87 

681-74 

2 

‘934-35 

• 78-57 

‘55-32 

268-24 

18-05 


520-18 

211-14 

73‘. 3 2 

3 

‘935-36 . 

. . 89-72 

168-16 

287-63 

‘7-54 


.. 563-05 

213-20 

776-25 

4 

‘936-37 • 

. . 105-84 

‘65-95 

277*69 

17-91 ..... .. 


•• 567-39 

241->7 

808-56 

5 

1937-38 - 

. • 98- 72 

‘73-07 

265-45 

17-42 


•• 554-66 

251-02 

805-68 

6 

‘938-39 • 

• 95-37 

>56-05 

253’‘5 

‘4*89 . 


.. 5‘9-46 

264-59 

784-05 





(6) War Period (1939-40 to 1945-46) 


♦ 



7 

>939-40 . 

. . no-19 

164-61 

253-88 

‘4-99 

•• 

•• 543-67 

278-87 

822-54 

8 

1940-41 . 

• ‘”’75 

>67-94 

283-01 

15-64 


•• 578-34 

355-00 

933-34 


94-83 180-08 235-63 15-22 
132-88 227-95 279-61 18-44 


525-76 345-77 871-53 

648-88 408-44 1057*32 


9 i94‘-42 • 

10 1942-43 • 
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STATEMENT II—cpntd. 
Principle heads of Revenue —contd. 


(In lakhs of Rs.) 


1 

2 

3 

4 

’ 5 

6 

7 

8 

9 

. IO 

11 12 13 14 

II 

1943-44 • 

• 214-34 

316-30 

285-75 

20*29 

•• 


48->7 

67-69" 

>•95 954-49 479-35 >433*84 

12 

1944-45 . 

. 197-71 

452-35 

293-74 

21-78 

•• 

•• 

45->7 

78-93 

•} 3*5* >093-28 465-14 >558-42 

>3 

1945-46 • 

. 216-56 

539-3* 

(i) 

300-00 22-98 

Pre-Integration 

6*"57 57 ">2j 

Period (1946-47 to 1949-50) 

3-28 1200-82 587-13 1787-95 

>4 

1946-47 . 

. 222-45 

585-57 3°*->5 

24-62 

•• 

•• 

66-62 

28-99 

6-oo 1235-40 540-35 >775*75 

>5 

>947-48 • 

• >7>‘93 

511-60 

293-03 

18-38 

•• 


90-94 

62-46 

17-85 1166-19 633-28 1799-47 

l6 

>948-49 • 

• 33°'34 

683-51 

3*4* >4 

37-59' 

•• 

•• 

76- 84 

>72-79 

32-67 1647-88 933-82 2581-70 

>7 

>949-50 . 

(6 months) 

• >78-53 

1 

r 

495-3> 

255-48 18-91 .. .. 68-89 

(d) Post-Integration Psniop (1950-51 ■ 

91-54 16-38 >125-09 567-21 1692-30 

ro >953-54) 

18 

>950-5* . 

• 353-34 

968-66 

447-*> 

49-35 

72-52* 

•• 

•• 

•• 

15-90 1906-88 710-73 2617-61 

>9 

>95>-5* • 

. 402*00 

946-36 

482-23 

5°-77 

106-41 

10*40 

69-56 


14-142081-96 905-532987-49 

20 

* 952-53 • 

(Rev. Est.) 

. 222-85 

94*"*4 

492-33 

5>-43 

192-86 

6-86 

94-65 

247-41 

28-27 2277-80 513-26 2791-06 

21 

> 953-54 - 

(Bud. Est.) 

• > 7>-43 

942-86 

502-29 

5*-43 

> 97**4 

6-86 

95-03 

238-23 

46-51 2251-78 549-95 2801-73 


♦Includes Excess Profit Tax, Business Profit Tax. 
tFor details please see Statement No. II (a). 

JFor details please see Statement No. II (A). 

§Only excess profit Tax. 

Year ' 


Excess Profit Tax 
a8« 
15*11 
10*67 
*‘57 


Business Profit Tax 


STATEMENT 11(a) 
Details of Other Tax Revenue 


(In lakhs of Rs.) 


Motor Sales Electricity Tax on Enter- Sugarcane Better- 
Vehicle Tax on duty Betting tainment Cess ment Levy Others Total 
Tax Petrol and Tax 

Luxuries . 


1 « 933-34 

2 > 934-35 

3 > 935-36 

4 « 936-37 

5 > 937-38 

6 > 938-39 


Pre-War Period (1933-34 to >938-39) 


War Period (1939-40 to 1945' 


7 

>939-4° • 

• 4 . 

•• 

• • 




* • 


•• 

•• 

8 

1940-41 

• . • • 

• • 

/ 

•• 


• • 




•• 

•• 

9 

>94>-4* • 

• • • 

•• 

•• 


• • 


a a 



•• 

10 

*942-43 

. 


•• 


■ • 


» • 


•• 

•• 

11 

>943-44 • 

. 

>•95 





a a 


•• 

>•95 

>2 

>944-45 

• 

2*11 

>•40 






•• 

3 - 5* 

>3 

1945-46 

• 

3-28 

• • 






.. 

3-28 
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STATEMENT II (a )—contd. 
Details of Other Tax Revenue— contd. 


X 


2 


3 

4 , 

5 

6 

7 

8 

9 

IO 

11 






Pre-Integration Period (1946-47 to 

* 949 - 5 °) 

















6 -oo 

14 

1946-47 



6-oo 


* * 

* ' 






*5 

1947-48 



8-64 

.. 

•• 

9*21 

•• 

•• 

•• 

•• 

*7*85 

16 

1948-49 

. 


9*a° 


• • 

23*37 

•• 

-• 



32-67 

*7 

* 949 - 5 ° • s 


. 

5*57 

. . . 


io-8i 


•• 

•• 


16-38 

(6 months). 




Post-Integration Period (*950-51 to 1953-54) 




18 

* 95 °- 5 * 



* 3*42 

1*20 

0*22 

•• 

- 

.. 


i-06 

* 5 * 9 ° 

>9 

1951-53 

. 

. . 

12-92 


°*53 


•• 


•• 

069 

* 4 * *4 

20 

* 952-53 

• 


13* 72 

10-29 

0-38 

1-74 

2* 14 

•• 


** 

28*27 

21 

(Rev. Est.) 
1953-54 



* 5*42 

15*86 

0 - 3 8 

x* 71 

3*43 

8 -oo 

i* 

7 * 

46*5* 


(B. Est.) 





« 













STATEMENT II (b) 











Details of Non-tax Revenue 




[In Lakhs of Rs.] 

si. 

No 

Years 

Regis¬ 

tration 

Forests 

• 

Irriga¬ 

tion 

Civil 

Admi- 

nistra- 

Electri- Rail 
Indust- city and 

ries scheme Road 

Civil 

Works 

• t 

Grant- Posts 

in-aid Printing Telephone Others 
from - etc. 

Total 





tion 


Trans- 


Uentr^ 











port 






I 2 

3 

4 

5 

6 

7 8 

9 

10 

11 

12 

13 *4 

*5 






Pre-War Period (1 933*34 to * 93 8 ' 39 ) 




I 

*933-34 

2-56 

*2*58 

0-28 

. . 

**59 

4 °* *9 

• • 

•• . 

•• 

10-06 88-61 

* 55*87 

2 

*934-35 

2-65 

11-89 

°*37 

. . 

2*63 

93*87 

• • 

•• 

•• 

10-85 88-88 

211*14 

3 

1935-36 

2-85 

12-03 

0-32 

. . 

l-li 

89* *4 


•• 

• • 

**■37 96-38 

213*20 

4 

1936-37 '• 

2-97 

11-61 

°*55 


.. i-6o 

113-86 


•• 

•• 

i *-43 99 * *5 

241*70 

5 

1937-38 

2-96 

*3-23 

0*38 

. . 

1-4* 

*05-15 

• » 

•• 

•• 

11-84 116-05 

251*02 

6 

1938-39 

2*21 

ti -«5 

0*40 

•• 


121*05 

N • • 

- 

•• 

12*04 Il 5'°4 

264-59 






War Period (1939-40 to 1945-46) 








11-98 



**93 

121-93 




n-68 128-36 

278-87 

7 

1939-40 

2-55 

0-44 

* * 

* * 



8 

1940-41 

2-58 

14*22 

°*35 


3*43 

126-55 

•• 


-• 

11-79 196-08 

355* 00 

9 

1941-42 

2*72 

* 7*95 

°*37 

. . 

3 * 4 * 

136-14 




12-66 172-53 

345*77 

IO 

1942-43 

3-67 

32*77 

0-30 


4*24 

i 48*57 

' .. 

■ •• 

•• 

14*25 204-64 

408-44 

II 

* 943-44 

3-82 

52-67 

°*37 

* 7*79 

0-46 4-05 

148-24 

2-76 


0*40 

18-52 230-26 

479*34 

12 

1944-45 

4’*9 

89*44 

°*33 

* 7*79 

0*47 x*20 

* 20-57 

1*21 

• ✓ 

• • 

20-49 209-45 

465*14 

13 

1945-46 

5-24 

76-89 

0.63 

21-78 

0-46 3-15 

164-87 

1*42 

•• 

o-15 

21-53 291-01 

587*13 







Pre-Integration Period (1946-47 to 1949-5°) 




14 

1946-47 

5-79 

72-61 

0-47 

3 * *74 

0-82 6-15 

83*37 

2*21 


• • 

23*99 3*3*20 

54°’35 

15 

* 947-48 

4-56 

48-64 

°*33 

3 * *99 

o -49 2* 34 

* 37*36 

*•89 

•• 

21 - 9 ° 

25 **4 358*64 

633-28 

l6 

* 948-49 

8-99 

77**35 

0-48 

46-00 

3 * *3 

5 ** 4 * 

2*45 


19-62 

24*43 699*96 

933*82 

17 

* 949 - 5 ° 

2-36 

37*63 

0*21 

2* *34 

o* 42 

73*67 

1.-86 


12*00 

*3*72 • 404-00 

567-21 

(6 months) 





Post-Integration Period (1950-51 to 1953-54) 




18 

* 95 °- 5 * 

7 - 4 * 

86-82 

°*45 

56*54 

6-44 

22* 61 

6-8i 

*31*41 

19-07* .. 373*17 

7 * 0-73 

19 

* 95 *-52 

7-69 

98-85 

~7*oi 

no -74 

2-57 o* so 

45*55 

3 ** 9 ° 

119-42 

26-40 

.. 469*32 

9 ° 5*53 

20 

* 952-53 

7.63 

90*00 

6-65 

72-*3 

2-36 

30*00 

23*33 


28-71 

.. 252-45 

513-26 


(Rev. Est.) 













(* 953-54 • 

7-63 

go* 00 

37*25 

89-04 

2-50 3-00 

36-00 

47 * *3 

•• 

29 * 3 * 

208-10 

549*95 

21 

(Bud. Est.) 






' 







♦Figures for pos-Integration period include Stationery also. 
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STATEMENT III 


Trends in Revenue Receipts 


[In Lakhs of Rs.] 




Pre-War Period 

War Period 

Pre-Integration Period 


Post-Integration Period 

-A.- ■■ — 

SI. 

No. 

(— 

Heads of Revenue 

1934-35 

l 

t938-39 

r 

1939-40 

- -i 

1945-46 

t - 

1946-47 

1948-49 

1950-51 

1951-52 

1952-53 

(R.E.) 

1953-54 

(B.E.) 

I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

I 

Inter-State Transit 
Duties. 

78-57 

74) 

95-37 

(12- l6) 

no-19 

(13-4°) 

216-56 
(12* it) 

222-45 

(12-53) 

330-34 

(12-79) 

353-34 

(I3-50) 

402*00 

(13-46) 

222-85 

(7-98) 

171*43 
(6- 12) 

2 

Excise 

I55-32 
(at-24) 

156-05 

(I9-90) 

164-6* 

(so-aSj 

600 ■ 88 
(33-6 i) 

652-19 
(36- 72) 

760-35 

(29-45) 

968-66 
(37-00) 

1016-01 

(34-oi) 

1035-79 

(37-n) 

1037-89 

(37-04) 

3 

Land Revenue 

268-24 

'■(36-68) 

253-15 

(32-29) 

253-88 

(30-87) 

300* 00 
(16*78) 

301-15 

(16-96) 

314-14 

(12-17) 

447-11 

(17-08) 

482-23 

(16-14) 

492-33 

(17-64) 

502-29 

(17-93) 

4 

Stamps 

18-05 

(2-47) 

I4-89 

(l-90) 

14-99 

(1-82) 

22-98 

(1-29) 

24-62 

(i-39) 

37-59 

(1-46) 

49-35 

(1-89) 

50-77 
(1 • 70) 

51-43 

(1-84) 

51-43 

(1-84) 

5 

General Sales Tax 



• • 

•• 

•• 

•• 

72-52 

(2-77) 

106-41 

(3-56) 

192-86 

(6-91) 

197-14 

(7-04) 

6 

Agricultural In¬ 
come Tax. 

•• 


• • 

• • 



•• 

10*40 

(-35) 

6-86 

(0-25) 

6-86 

(0-24) 

7 

Income Tax Share 


•• 

• • 

57-12 

(3-i9) 

28-99 

(1-63) 

I72-79 

(6-69) 

•• 

• • 

247-41 

(8-87) 

238-23 

(8-50) 

8 

Motor Vehicle Tax 

•• 

•• 

• • 

3-28 

(.18) 

6-00 
(• 34) 

9-30 

(-36) 

13-42 

(-51) 

12*92 

(•43) 

13-72 

(-49) 

15-42 

(-55) 

9 

Sales Tax on Petrol 

•• 

•• 

• • 

'wwj 

ffisN&SP 

•• 

1*20 

(•05) 

-• 

10-29 

(-37) 

15-86 

(-57) 

IO 

Electricity Duty . 

•• 

•• 




•• 

0*22 

(•01) 

o-53 

(-02) 

0-38 

(•01) 

0-38 

(•01) 

II 

Betterment Levy . 








t*. 

* 


1-71 










(•06) 

12 

<5ther Tax Revenue 

... 


•• 

•• 

•• 

23-37 

(•91) 

i-06 

(•04) 

0-69 

(-02) 

3-88 

(•14) 

13-14 
. (-47) 

13 

/ 

Total Tax Revenue 

520-18 
(7ft3) 

5t9-46 

(66-25) 

543-67 
(66-10) 

1200-82 
(6 7 - 16) 

1235- 4° 

(69-57) 

1647-88 

(63-83) 

1906-88 

(72-85) 

208l-q6 

(69-69) 

2277-80 

(8t-6i) 

2251-78 

(80-37) 

14 

Registration 

2-65 

(•36) 

2*21 

(.28) 

2-55 

(•31) 

5-24 

(-29) 

5-79 

(-33) 

8-99 

(-35) 

7-41 

(•28) 

7-69 

(-26) 

7-63 

(-27) 

7-63 

(•'27) 


wests 

11-89 

(1-63) 

11 * 2.5 
( 1 * 44) 

11-98 

(1-46) 

76-89 

(4-30) 

72-61 
(4- 09) 

77-35 

(2-99) 

- 86-82 
(3-32) 

98-85 

(3-31) 

90*00 

(3*23) 

90*00 

(3-2i) 


rigation : 

0-37 

(-05) 

0*40 

(*05) 

0-44 

(•05) 

0-63 

(•04) 

0-47 

(•03) 

0*4 
(o* 2) 

o-45 

(•02) 

— 7*01 
-(•24) 

6-65 

(•24) 

37-25 

(i-33) 


lectricity Schemes 

2-63 

(■36) 

2-60 
(•33’l 

t-93 

(•23) 

3-15 

(-18) 

' 6-15 

(-35) 

•• 

. 

0* 10 


3*00 

(•11) 


Rail and Road 
Transport. 

93-87 

(12-83) 

121-05 

(15-44) 

121-93 

(14-82) 

164-87 

(9-22) 

83-37 

(4-69) 

51-41 

(1-99) 

22* 6l 
(-86) 

45-55 

(i-53) 

30*00 

(1-07) 

36-00 

(1-29) 


Other NorpTax 
Revenue. 

99-73 

(13-64) 

127-08 

(16-21) 

I40* 04 
(I7*03) 

336-35 

(18-81) 

371-96 

(20-94) 

795-59 

(30-82) 

593'44 
(22-67) 

760-35 

(25-45) 

378-98 

(13-58) 

376-07 

(13-42) 

) 

Total Non-Tax 

Revenue. 

2II*I4 

(28*87) 

264-59 

(33- 75) 

278-87 

(33-99) 

587-13 

(32-84) 

540-35 

(30-43) 

933-82 

(36-17) 

7io-73 

(27-15) 

905-53 

(30-31) 

513-26 

(18-39) 

549-95 

(19-63) 

21 

Total Revenue 

-73*-32 

784-05 

822-54 

1787-95 

1775-75 

2581/ 70 

2617-61 

2987-49 

2791-06 

2801-73 


11—2 T. E. Comm. 


STATEMENT IV 
Analysis of Revenue Receipts 


(In lakhs of Rs.) 


SI. 

No. 

Particulars 1934-35 i 93 8 -39 1939 - 4 ° 1 

945-46 

1946-47 

1948-49 1950-51 

1951-52 

1952-53 

(R.E.) 

1953-54 

(B.E.) 

I 

2 3 


4 

5 

6 

7 

8 9 

IO 

CSV 

12 

I 

Direct and Indirect Taxes :— 











(a) Direct Taxes . 

286-29 

268-04 

268-87 

383-38 

360-76 

533-82 509-88 

556-32 

8 ii -75 

823-94 


( b ) Indirect Taxes 

233-89 

251-42 

274-80 

817-44 

874-64 

1114-06 1397-00 

1525-64 

1466-05 

1427-84 


(c) Total Tax-Revenue . 

520-18 

519-46 

543-67 

1200-82 

1235-40 

1647-88 1906-88 

• 

2081*96 

2277-80 

2251-78 


(1 d ) Total Revenue 

73 f 32 

784-05 

822-54 

1787-95 

t775"75 '£■2581-70 2617-61 

2987-49 

2791-06 

2801-73 


(e) % of (a) to (c) 

55-°4 

51-60 

49-45 

31-93 

29*20 

32-39 26-74 

26-72 

35-64 

36-59 


(/) % of ( 4 ) to (a) 

44 - 9 6 

48-40 

5 °' 55 

68-07 

70-80 

67-61 73-26 

73-28 

64-36 

63-41 


O ■ 

*-» 

C-« 

O 

39-15 

34-18 

32-69 

21-44 

20*32 

20-68 19-48 

18-62 

29-08 

29-41 


( h ) % of ( 4 ) to ( d ) 

3 f 98 

32-07 

33 - 4 ' 

45 - 72 

49-25 

43 '' 5 ' 53-37 

51-07 

52-53 

50-96 

2 

Tax and Non - Tax Revenue 

:— 










(a) Tax Revenue . 

520-18 

519-46 

543-67 

1200-82 

1235-40 

1647-88 1906-88 

2081-96 

2277-80 

2251-78 


( 4 ) Non-Tax Revenue . 

211 • 14 

264 -59 

278-87 

587-13 

54 ° " 35 

933-82 710-73 

905-53 

513-26 

549-95 


(i) Grants from the Centre 




SaA 

131-41 

119-42 

•• 

•• 


(u) Registration fees . 

2-65 

2*21 

2-55 

5-24 

5-79 

8-99 7 - 4 1 

' 7-69 

7-63 

7-63 


( fit ) Returns from com-119-61 
mercial undertakings. 

147-34 

147-96 

267-69 

187-41 

176-42 135-39 

166-46 

I 57-72 

198-05 


( iv ) Others 

88-88 

115-04 

128-37 

314-20 

347-15 

748-41 436-52 

611-96 

347-91 

344 -27 


(c) % of (a) to total re¬ 
venue. 

7 fi 3 

66-25 

1 66-10 

66-16 

69-57 

63-83 72-85 

69-69 

8i-6i 

80-37 


( d ) % of ( b ) to total re¬ 
venue. 

28-87 

33-.75 

33 - 9 ° 

32-84 

3°-43 

36-17 27-15 

30-31 

18- 39 

19-63 






STATEMENT V 








Revenue Receipt Per Capita 



(Rs.) 

SI. 

Principal 

Pre-War Period 


War Period 

Pre-Integration Period 

Post-Integration Period 


Revenue 1933 - * 934 - 1935 - 

34 35 36 

1936- 1937- 
37 38 

1938 - 1939 - 
39 40 

1940- 1941- 
41 42 

1942 - 1943 - 
43 44 

1944.1945-1946-1947- 1948- 1949-1950-1951-1952- 1953- 

45 46 47 48 49 50 51 52 53, 54 

(6 months) (R.E.) (B.E.) 

1 

2 3 

4 5 

6 7 

8 9 

10 11 

12 13 

14 15 16 17 

18 19 

20 21 

22 23 

1 

Land Revenue . 1 • 83 1 

■86 1-99 

1-92 1-84 

1-75 1-76 

1-96 1-44 

i* 7 i i -75 

I * 80 I-84 I*84 I'^Q 

1*92 1*56 2*74 258 2 

■64 2-69 

2 

State Excise . . 1 ■ og 1 

•76 I ■ 16 

1*15 I • 20 

1*08 1-14 

I• 16 I • 10 

1-40 1-04 

z *77 3 ’ 3 ° 3-58 3 ’i 3 

4 - 18 3-03 5 

■93 5-07 5 

04 5-05 - 

3 

General Sales Tax 





/ 


.. .. o *44 o -57 1 

*03 1*06 

4 

Central Excise 





.. o *29 

0*28 0-38 0*41 0-56 i 

D -47 0*42 . 

. 0-37 0*51 051 

5 

Total Tax Revenue 3 *64 3 

•60 3-go 

3-93 3-83 

3-60 3 77 

4 01 3*22 

3-97 5-84 

6-69 7-35 7-36 7-14 10-09 6-89 11 

■67 II*l6 12- 

21 1207 

6 

Rail and Road Trans- 1*03 1 • 
port. 

46 I *48 

1-67 1-74 

1-83 1-93 

2*46 2- II 

2’^ 2*93 

2-85 3-39 3-31 3-87 : 

5 ‘ 7 i 3*47 4 ' 

35 4-85 2 - 

75 2*95 

7 

Non-Tax Revenue . 0-28 0 

•65 0-62 

0-79 0*73 

0*84 0*84 

0*33 0-83 

o*gi 0-91 

0*74 i*oo O' 51 0*84 

0*31 0*45 0 

•14 0*24 O' 

16 0*19 


4’72 5 0S 5-38 5-60 5-58 5-43 5-70 6-47 533 6 47 8-77 9 54 10-94 10-87 ii-oi 15-80 l*-j6 16 02 j6-oi 14-96 15-02 


8 Total Revenue 
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STATEMENT Vi 
Expenditure on Revenue Account 


[in lakhs of Rs.j 


SI. 

No. 

Years 

©i«ct 

demands 

on 

Revenue 

Irrig*- 

tidn, 

Navi¬ 

gation 

etc. 

mat 

Servi¬ 

ces 

Admi¬ 

nistra¬ 

tive 

services* 

Social 

Services 

t 

Civil. 

Works 

Indust¬ 

ries 

Electri- Posts, Rail 

city Tele- and 

commu- Road 
nieation Trans- 
Air port 

Mint 
curren¬ 
cy and 
Exchange 

Miscel¬ 

laneous 

Total 

Expen¬ 

diture 










Mail 





I 

2 

3 

4 

5 

6 

7 

8 

9 

xo 

I I 

12 

Y v ' 

, , *4 
- 

15 






( a ) Pre-War Period (1933-34 to 1 

938-39) 





9 

i 

1933-34 

123-75 

■ 9-8 i 

34-60 

209-56 

139-si 

60-69 

3-45 

0* 20 

12 * 20 

i-34 

2-19 

124-09 

72f 17 

2 

1934-35 

123-63 

8-02 

46-83 

201-43 

131-18 

62-60 

2-89 

0*65 

12-89 

1-02 

3-3i 

129-10 

722-55 

3 

1935-36 

124-40 

6-87 

52-86 

201-49 

127-71 

62-60 

2-90 

0*21 

12- l6 

i-35 

2-28 

128-12 

722-95 

4 

>936-37 

142-91 

22-06 

57-59 

204-45 

129-14 

74-°9 

2-98 

0*21 

12-35 

1-36 

2-3° 

121-01 

77°-45 

5 

1937-38 

131-35 

11-58 

57-57 

226-51 

119-67 

71-07 

2-86 

0*33 

13-16 

i*34 

2-48 

140-18 

778-10 

6 

1938-39 

i3‘-45 

12-56 

58-97 

228- 89 

122*11 

70-42 

3-36 

0*22 

13-26 

1-24 

2-75 

137-92 

783-15 






(b) War Period (1 939-4° 

TO 1945-46) 






7 

>939-4° 

179-49 

12- 12 

59-32 

226-07 

134-38 

65‘57 

2-57 

0-19 

13-11 

1-52 

2-49 

139-60 

836-43 

8 

1940-41 

195-46 

14-68 

81-45 

220- 86 

140-07 

57-34 

2-71 

0-08 

13-64 

1-46 

. 2-72 

159-96 

890-43 

9 

1941-42 

238-39 

I3-85 

59-87 

214-90 

145-57 

58-05 

3-°9 

0-04 

12-63 

1-70 

3’97 

149-97 

902-03 

10 

1942-43 

211-79 

I x • 61 

63-32 

184- 86 

135-49 

69-5° 

2-95 

0-07 

12-27 

1-69 

6-89 

244-39 

944-83 

IX 

1943-44 

185-19 

n-15 

J5-H 

188-37 

149-74 

65-01 

2-49 


12-27 

1-84 

4-72 

338-5° 

1044-39 

12 

1944-45 

3i9-7° 

11-70 

88-09 

197-5° 

166-18 

76-98 

2-36 


17-25 

i-6o 

5-7i 

316-61 

1203-68 

13 

1945-46 

318-67 

i4-3i 

113-82 

226-19 

190-56 

89-92 

2-45 

' 

17-14 

4-5° 

7-68 

416-23 

1401-47 






Pre-Integration Period (1946-47 

TO 1949-50) 





14 

1946-47 

I75-58 

21-47 

116-92 

389- 74 

267-07 

137-67 

9-76 


23-42 

2-08 

6-96 

578-49 

1729-16 

15 

1947-48 

201-24 

24-38 

125-93 

1035-33 

408-00 

175*43 

12-02 

•• 

30-70 

10- 11 

6-93 

946-28 2976-35 

16 

1948-49 

205-63 

25-86 

102-96 

757-57 

408-52 

100-34 

8-6i 

•• 

37-12 

5-71 

5-73 

959-85 26I7-90 

17 

1949-50 . 

(6 months). 

124-30 

19-16 

I35-63 

428- 62 

241-31 

68-83 

4'45 

•33 

24-26 

4-15 

2* 12 

501-18 

>554-34 






Post-Integration Period 

(i95°-5 

TO 1953*54) 





18 

1950-51 

296-58 

146-01 

257-11 

718-11 

595-11 

195-89 

15-45 

0*31 


•• 

•• 

53°" 43 

2755-00 

19 

1951-52 

3°5-36 

122-31 

215-20 

775-62 

675-56 

151-89 

24-46 

0*48 


•• 


548-42 

2819-30 

20 

1952-53 

331-94 

74-°3 

270-84 

582-04 

714-92 

177-87 

18-86 

0* 17 



•• 

511-48 2682-15 

21 

(R.E.) 

1953-54 

321-78 

89-83 

322-29 

506-21 

799-6 i 

203-30 

21-32 

0*21 


•• 


557-28 

2821-83 


(B.E.) 














— 

♦For details please sec Statement No. VI (a). 












fFor details please 

see Statement No. VI ( b ). 

















STATEMENT VI (0) 







' 




Details of Administrative Services 



















(In lakhs of Rs.) 

-—.. 






General Adminis- 

Jails & 



Religious 

Total 

aeriai 

7VT~ 


Year 



Adminis- tration of 

Convict 

Police 

Military Affairs 






tration Justice Settlement 







I 


2 




3 

4 

5 

6 



8 

9 






Pre-War Period (1933-34 to 1938-39) 







i 1933-34 


a 


. 

46- 3° 

i9-7i 

3-31 

58- 35 

70-61 

11-27 

209-55 


2 1934-35 


. 

• 

• 

41 

■34 

19-37 

4-19 

57-97 

67-78 

io- 78 

201.43 


3 1935-36 

. 



• 

41 

•32 

20-27 

3-94 

•56-36 

68- 28 

11-32 

201-49 


4 1936-37 

a 


♦ 

• 

40-78 

21-86 

4- 34 

56.-86 

• . 69-04 

ii"57 

204-45 


5 1937-38 


• 


» 

• 61 

•25 

2I-8i 

4-01 

59-91 

68-02 

11-51 

226.51 


6 1938-39 

• 




56-17 

21-15 

7 - 5 i 

55-48 


76-49 

12-09 

228-89, 



STATEMENT VI ( a)—contd. 


[In Lakhs of ks.) 


3 4 5 6 789 






War Period (1939-40 to 1945-46) 





'7 

> 939-40 ' • 


• 

. 

55-59 

ai-8o 

5‘53i, 

56-00 

75 * 08 , 

12*07 

226-07 

8 

1940-41 V 



. 

55‘24 

21-90 

5-64 

58-56 

70-51 

8-99 

220-86 

9 

1941-42 



. 

55-97 

21* 12 

4* 00' 

60-97 

63-11 

9-65 

314-90 

10 

1942-43 



. 

48-88 

19-74 

5-73 

52-20 

49-77 

8-54 

184* 86 

II 

1943-44 



* 

53-48 

18-37 

6-36 

53-63 

47-82 

8-71 

188-37 

12 

1944-45 



• 

63-81 

19-34 

5-42 

52-82 

47-49 

8-62 

197-50 

*3 

1945-46 



. 

81-26 

20-69 

6-45 

60-99 

47-85 

8-95 

226-19 





Pre-Integration Period (1946-47 to 1949-50) 





14 

1946-47 

• 

• 

• - - • 

98-44 

23-37 

8-27 

89-21 

146-38 

15-07 

389-74 

'5 

1947-48 

• 

• 

* » * » 

192-74 

31-85 

16-89 

23 I-II 

551-54 

11*20 

1035-33 

16 

1948-49 

• 

• 

. 

125-50 

35-73 

23-18 

265-65 

297-22 

10-29 

757-57 

17 

1949-50 

(6 months) 

• 

• 

. 

73 -16 

21*20 

13-94 

209-41 

105-58 

5-33 

428-62 





Post-Integration Period (1950-51 to 

1953 - 54 ) 





18 

1950-51 

• 

• t 

. 

151-90 

50-02 

32-50 

483-69 

• • 

.. 

718-11 

*9 

i 95 i- 5 a 

• 

• 

. 

96-72 

50-94 

35 -o 6 

592-90 

• • 


775-62 

20 

1952-53 
(Rev. Est.) 

■ 

• 

. 

99-05 

52-71 

29-14 

401*14 

•• 

•• 

582-04 

21 

1953-54 
(B. Est.) 



. . . . 

90-38 

51-00 

26-26 

338-57 

* * 

* * 

506-21 






STATEMENT VI (b) 










Details of Social Services 
















(In lakhs of Rs.) 

Serial 


Year 


Scientific 

Education 

Medical Agricul- Veterinary 

Co-ope- 

Commu- 

Total 



Depart- 


& Public 

ture 


ration 

nity 

* 

No. 


* 


ments 


Health 




Develop- 












ment 


I 


2 


3 

4 

5 

6 

7 

8 

9 

IO 





Pre-War Period (1933-34 to 1938-39) 





I 

1933-34 




99-80 

24-69 

7* 12 

4-19 

3-49 

' •• 

I 39-29 

2 

1934-35 




91-81 

24-95 

6-8i. 

4-13 

3-48 


131-18 

3 

1935-38 




88-94 

24-15 

6-91 

4-09 

3-62 

• • 

127-71 

4 

1936-37 




89-67 

25-58 

6-08 

4-08 

3-73 


129-14 

5 

1937-38 




79-72 

25-23 

6-86 

4-12 

3*74 

.. . 

119-67 

6 

1938-39 




80-53 

26-48 

6-57 

4-53 

4*oo 

M 

122*11 





War Period (1939-40 to 1945-46) 





7 

1939-40 



. 

91-66 

27-19 

7-65 

4-84 

3*04 

•• 

134-38 

8 

1940-41 



• • 

92-89 

30-63 

7-95 

4 - 76 

3-84 

•• 

I 40*07 

9 

1941-42 



.. • 

94-94 

33-73 

8-19 

5-07 

3-64 

•• 

145-57 

10 

1942-43 



. 

87-41 

30-85 

8-20 

5-03 

4*00 


135-49 

II 

1943-44 



. 

98-72 

33*68 

8-27 

4-90 

4-17 

•• 

149-74 

12 

1944-45 



•07 

102-58 

44- 66 

9-45 

5-05 

4-37 

• • 

166-18 

• 13 

1945-46 



• • i '73 

121 • 19 

45-54 

8-09 

6-64 

7-37 


190-66 





Pre-Integration Period (1946-47 to 

1949 - 50 ) 





*4 

1946-47 



. . 2* 06 

I 70 * 7 I 

58-49 

17-84 

7 - 8 ! 

io-16 


267-07 

15 

1947-48 



. . 2’06 

292-23 

75-14 

13-40 

13-05 

12* 12 


408-00 

l6 

1948-49 



2-09 

274-23 

92-97 

15-29 

II * I I 

12-83 

• . 

408-52 

i? 

1040-50 
(6 months) 

• 


1 '83 

257-58 

50-67 

17-30 

7-05 

«-88 


241-31 
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STATEMENT VI (b)—contd. 

[In Lakhs of Rs.] 


I 

2 



3 

4 

5 

6 

7 

8 

9 

10 





Post-Integration Period (1950-51 to 1953-54) 




18 

! 1950-51 


1 * 

6-03 

393-04 

121-54 

43-34 

14-51 

16-65 


595*11 

19 1951-52 

• 

• 

5*62 

. 409-28 

147-34 

77-58 

18-93 

17-41 

•• 

675-56 

20 1952-53 


. , 

5-58 

437-14 

160-71 

70-28, 

17-64 

19-28 

4-29 

714-92 


(Rev. Est.) 











21 

1 1953-54 


. 

4 - 7 i 

475 -76 

187-34 

72-86 

20*01 

20-93 

18-00 

799*61 


(B. Est.) 
















STATEMENT VII 









Trends in Expenditure on Revenue Account 














(In lakhs of Rs.) 



Pre-War Period 

War Period 

Pre-Integration 

Post-Integration Period 








Period 





si. 












liCAua 01 upcnui" t 



f 

' 1 


1 

t " 1 




No. 

ture 

1 934-35 

1938-39 

1939-40 

1945-46 

1946-47 

1948-49 

1950-51 

1951-52 

1952-53 

1953-54 











R.E. 

B.E. 

I 

2 

3 

4 

5 

6 

7 

8 

9 

10 


12 

I 

Direct Demand on 

123-63 

13 I -45 

179-49 

318-67 

I 75-58 

205-63 

296-58 

305-36 

331-94 

321-78 


Revenue. 

(i 7 -n) 

(16-79) 

(21-46) 

(22-74) 

(io-16) 

(7-85) 

(10-77) 

(10-83) 

(12-38) 

(11-41) 

2 

Irrigation, Naviga- 

8-02 

12-56 

12* 12 

14-31 

21-47 

25-86 

146-01 

122*31 

74-03 

89-83 


tion, etc. 

(*•11) 

(i’6o) 

( 1-451 

(1-02) 

(1-24) 

(- 99 ) 

( 5 - 30 ) 

( 4 - 34 ) 

(2-76) 

( 3 -i 8 ) 

•3 

Debt Services 

46-83 

58-97 

59-32 

113-82 

116-92 

102-96 

257-11 

215*20 

270-84 

322-29 



(6-48) 

" ( 7 - 53 ) 

( 7 -og) 

(8-12) 

(6-76) 

( 3 - 93 ) 

( 9 - 33 ) 

(7-63) 

(io-10) 

(11-42) 

4 

Administrative Services: 











(a) General Admi- 

41-34 

56-17 

55-59 

81-26 

98-44 

125-50 

151-90 

96- 72 

99-05 

90-38 


nistration. 

( 5 - 73 ) 

( 7 * 17 ) 

(6-64) 

(5-80) 

(5-69) * 

( 4 * 79 ) 

( 5 - 5 i) 

( 3 - 43 ) 

(3-69) 

(3-ao) 


(6) Administration 

> 9-37 

21- 15 

21-80 

20-69 

23-37 

35‘73 

50-02 

5°-94 

52-71 

51*00 


of Justice. 

(2-68) 

(2-70) 

(2*61) 

( 1 - 48 ) 

(i- 35 ) 

( 1 - 37 ) 

(1-82) 

(1-81) 

(i- 97 ) 

(1-81) 


(c) Jails and con- 

4 " *9 

7-51 

5-53 

6-45 

8-27 

23-18 

32 - 5 ° 

35 -o 6 

29-14 

26-26 


vict settlements. 

( 0 - 58 ) 

(- 96 ) 

(-66) 

(•46) 

(- 48 ) 

(•89) 

(1-18) 

(i- 24 ) 

(1-09) 

(o- 93 ) 


( d ) Police 

57-97 

55-48 

56-00 

60-99 

98-21 

265-65 

483-69 

592-90 

401-14 

338-57 



(8-02) 

( 7 - 09 ) 

(6- 70) 

( 4 - 35 ) 

(5*68) 

(10-15) 

(W56) 

(21-03) 

( 14 - 95 ) 

(12-00) 


( e ) Military 

67-78 

76-49 

75-08 

47-85 

146-38 

297-22 

# 


.. 




( 9 - 38 ) 

( 9 - 77 ) 

(8-98) 

( 3 - 4 i) 

( 8 * 47 ) 

(ti - 35 ) 

•• 

•• 

•• 

•• 


( f ) Religious Affairs 

10-78 

12-09 

12*07 

8-95 

15-07 

10-29 

... 

.. 


• # 



(i- 49 ) 

(i* 54 ) 

(i- 44 ) 

(•64) 

(0-87) 

(o- 39 ) 






Group Total . 

201-43 

228-89 

226-07' 

226-19 

389 -74 

757-57 

718-11 

775-62 

582-04 

506-21 



(27-88) 

(29-23) 

(27-03) 

(16-14) 

(22-54) 

(28-94) 

(26-07) 

( 27 ' 5 i) 

(21-70) 

( 17 - 94 ) 

5 

Social Services; 












(a) Scientific . 

• « 

. . 

. . 

i -73 

2-06 

2-09 

603 

5-02 

5-58 

4-71 


Departments 




(•12) 

(-12) 

(■" °8) 

(-22) 

(- 17 ) 

(-21) 

(- 17 ) 


( b ) Education 

91-81 

80-53 

91-66 

i2i-ig 

170-71 

274-23 

393-04 

409-28 

437 -14 

475-76 



(12-71) 

(10-28) 

(10-96) 

(8-65) 

( 9 - 87 ) 

(10-48) 

( 14 - 27 ) 

,(> 4 - 52 ) 

(16-30) 

(16-86) 


( c ) Medical and 

24-95 

26-48 

27-19 

45-54 

58-49 

92*97 

121-54 

147-34 

160-71 

I 87-34 


Public Health 

( 3 - 46 ) 

( 3 - 38 ) 

( 3 - 25 ) 

( 3 - 25 ) 

( 3 - 38 ) 

( 3 - 55 ) 

( 4 - 41 ) 

( 5 - 23 ) 

( 5 - 99 ) 

(6-64) 


(i d ) Agriculture . 

6-8i 

6-57 

7-65 

8-09 

17-84 

15-29 

43-34 

77-58 

70*28 

72-88 



(- 94 ) 

(•84) 

(- 92 ) 

(•58) 

( 1 - 03 ) 

(- 58 ) 

(i- 57 ) 

( 2 - 75 ) 

(2-62) 

(2-58) 


(e) Veterinary . 

• 4-13 

4-53 

4-84 

6-64 

7 " 8 i 

II* II 

14-51 

18-93 

W64 

20*01 



(- 57 ) 

(- 58 ) 

(- 58 ) 

(- 47 ) 

(•46) 

(•42) 

(' 53 ) 

(•67) 

(•65) 

(-71) 


(/) Co-operation . 

3-48 

4*00 

3-04 

7*37 

io-16 

12-83 

16-65 

I 7 - 4 I 

19-28 

20-93 



(• 48 ) 

(•51) 

(- 53 ) 

(- 59 ) 

(• 53 ) 

(- 49 ) 

(•60) 

(•62) 

(•72) 

(- 74 ) 


(g) Community 



# , 

.. 





4-29 

18-00 


Development 







• 


(•16) 

(•64) 


Group Total . 

131-18 

122*11 

I 34-38 

190-56 

267-07 

408-52 

595 -n 

675-56 

714-92 

799-62 



(18-16) 

(15-59) 

(16-07) 

( 13 * 66 ) 

( 15 - 45 ) 

(i5-6o) 

(21-60) 

(23-96) 

(26-65) 

(28-34) 

6 

Civil Works 

62-60 

70-42 

65-57 

89-92 

137-67 

100-34 

195-89 

151*89 

177-87 

203- 39 



(8-66) 

( 8 - 99 ) 

( 7 - 84 ) 

(6-42) 

( 7 - 96 ) 

( 3 - 83 ) 

( 7 "ii) 

( 5 - 39 ) 

(6-63) 

(7-20) 

7 

Industries 

2-89 

3-36 

2-57 

2-45 

9-76 

8-6i 

> 5-45 

24-46 

18-86 

21-32 



(•40) 

(- 43 ) 

(- 31 ) 

(- 17 ) 

(• 56 ) 

(- 33 ) 

(- 56 ) 

(- 87 ) 

(- 70 ) 

(•76) 

8 

Electricity 

0-65 

0*22 

0-19 

.. 

.. 


0-31 

0-48 

o* 17 

0*22 



(- 09 ) 

(•03) 

(•02) 




(•01) 

(-02) 

(•01) 

(•01) 

9 

Posts, Tele-com- 

12-89 

13-26 

13-n 

17 -I 4 

23-42 

37-12 


.. ■ 

.. 



munications, Air 

( 1 - 78 ) 

(1-69) 

(i- 57 ) 

(1-22) 

(i- 35 ) 

(1-42) 






mail subsidy. 
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STATEMENT VII— contd. 


[In lakhs of Rs.] 


X 

2 3 

4 

5 

6 

7 

8 

9 

IO 

BM 

12 

xo 

Rail and Road 1 • 02 

Transport. (• 14) 

1*24 

(m6) 

1-52 

(•18: 

4* 50 

1 (*32) 

2-08 
(-12) 

5*7i 

(•22) 



• 

•• 

• • 

11 

Mint, Paper Cur¬ 
rency and Ex- 2*31 

change. (• 32) 

2-75 

(•35) 

2-49 

(•30) 

7-68 

(*55) 

6-96 

(•40) 

5*73 

(•22) 





• • 

12 

Miscellaneous . • 129-10 

(17-87) 

137-92 

(«7’6 i) 

i39'S9 

(16-68) 

416-23 578*49 

(29*70) (33*46) 

959*85 

(36-67) 

530*43 

(19*25) 

548-42 511*48 

(19*45) (19*07) 

557*28 

(19*74) 

Total Expenditure 722 -55 

783-15 

836-43 

1401-47 1729-16 

2617-90 

2755*oo 2819-30 2682-15 

2821-83 

(Figures in brackets indicate percentage to total expenditure.) 













STATEMENT VIII 









Analysis of Expenditure on Revenue Account 



(In lakhs of Rs.) 

Serial Particulars 

No. 


1934-35 

1938-39 1939-4° 1945-46 

1946-47 

1948-1949 1950-51 1951-52 1952-53 1953-54 

R.E. B.E. 

I 

2 


3 

4 5 

6 

7 

8 

9 

XO 

I X 

12 

I 

Total Expenditure 


722-55 

783*15 836-43 

1401-47 

1729-16 2617-90 2755-00 

2819-30 2682-15 

2821-83 

2 

Administrative Services 


201-43 

228-89 226-07 

226-19 

389* 74 

757*57 

718-11 

775-62 

582-04 

506-21 

3 

Debt Services 


46-83 

58-97 59*32 

113-82 

116-92 

102-96 

257*11 

215*20 

217-84 

322-29 

4 

Development services : 












(a) Social Services 


131-18 

122-11 134*39 

190-56 

267-07 

408-52 

595*11 

675*56 

279*92 

799*61 


(b) * Commercial & quasi-commercial 
undertakings. 

35*49 

39*69 39*46 

51*29 

73*1° 

95*93 

208-23 

204* 20 

154*05 

I78*54 


Total 

166-67 'i 

:6i-8o 173-85 

241-85 

340*17 

504-45 

803-34 

879* 76 

868-97 

978*15 

5 

** Others 

• 

307-62 333-49 377*19 

819-61 

882-33 

1252-92 

976*44 

948-72 

960-30 

IOI5-15 

6 

% of (2) to Total Expenditure 

• 

27-88 

29-23 27-03 

16-14 

22-54 

28-94 

26-07 

27*51 

21*70 

17*94 

7 

% (3) to Total Expenditure 


6-48 

7*53 7*09 

8-12 

6-76 

3*93 

9*33 

7*63 

10* 10 

11*42 

8 

% of (4) to Total Expenditure 


23*07 

20-66 20-78 

17-26 

19-67 

19-27 

29-10 

31-21 

32-40 

34*66 

9 

% of (5) to Total Expenditure; 

• 

42*57 

42-58 45-10 

58-48 

51*03 

47-86 

35*44 

33*65 

35* 80 

35*98 

♦Includes forests irrigation, R.T.D., railways, industries, electricity, posts, telephones, tele-communications and printing. 
♦♦Includes civil works, mint, and paper currency, exchange, and miscellaneous. 









STATEMENT IX 









Expenditure on Revenue Account Per Capita 




(Rs.) 


Pre-War Period 


War Period 


Pre-Integration Period - Post-Integration Period 


■ 





_—A. 



_ 


SI. 

No. 

< «■ - 

Principal 

Heads of 

Expenditure 1933- 1934- 1935- 

34 35 36 

1936- 1937- 

37 38 

—->r 

• 1938 - 1939- 1940- *94*- 1942- 
39 40 4* 42 43 

1943- 1944- *945- 
44 45 40 

1946 - 1947 - 
47 48 

1948 - *949- * 950 - 
49 50 5* 

(6 months) 

*95*- *952- *953 

5« 53 54 

(R.E.) (B.E.) 

1 

2 3 4 5 

6 

7 8 

9 10 11 i 

[2 13 

*4 *5 

16 17 

18 

19 20 

21 22 

23 


x Administrative Ser¬ 
vices— 


(a) Police 

0*40 

0*40 

o *39 

o -39 

0*42 

0-38 

o *39 

0-41 

o -37 

0*32 

o *33 

0*32 

o *37 

o*6o 

*■ 4 * 

1-63 

1*28 

2-96 

3-18 

2*15 

i*8i 

(b ) Total ^Administrative 
Services. 

2 Social Services— 

i ‘45 

1 *40 

1 -40 

1*42 

*•57 

*■59 

1-57 

i -53 

1*32 

1/13 

*'*5 

1*21 

1*38 

2*39 

6-34 

4-64. 

2*62 

4*40 

4 * 16 

3 * 12 

2*71 

(a) Scientific Depts. 








• • 


• • 



0*01 

0*01' 

0*01 

o*of 

* 0*01 

0*04 

0*03 

0*03 

0*03 

(b) Education 

0-69 

0*64 

o*6fi 

0*62 

0*55 

0*56 

063 

0*64 

0*58 

0*53 

o*6o 

0*63 

o *74 

1*04 

*79 

i*68 

0-96 

2 * 4 * 

2*19 

2*34 

2*55 

(c) Medical and 

Public Health. 

0* 17 

0-17 

o-17 

0*17 

o*i 7 

0*18 

0*19 

0*21 

0*21 

0*20 

0*21 

0*27 

0*28 

0*36 

0*46 

o *57 

0*31 

o *74 

o «79 

0*86 

1*00 

(d) Agriculture 

0-05 

0*05 

0*05 

0*04 

0*05 

0*05 

0*05 

0*06 

0*05 

0*05 

0*05 

0*06 

005 

0*11 

0*08 

0*09 

0*11 

0*08 

0*42 

0-38 

o *39 

(«) Veterinary 

0*03 

0*03 

0*03 

0*02 

003 

0*03 

0*03 

0*03 

003 

003 

0*03 

0*03 

0*04 

0*05 

0*08 

0*07 

0*04 

0*08 

0*10 

0*08 

0*11 

(/) Co-operation 

0*02 

0*02 

003 

0*03 

0*03 

0*03 

0*03 

0*03 

0*02 

0*02 

0*03 

0*03 

0*05 

0*06 

008 

0*08 

0*05 

0*10 

0*09 

0*10 

0*11 

(_e) Community De¬ 
velopment. 




















0*02 

0*10 

Total Social Ser¬ 
vices, 

096 

0-91 

o-88 

0-89 

0-83 

0-85 

o *93 

o -97 

0*89 

0*83 

0*92 

I *02 

*• *7 

163 

2*50 

2 • 50 

1 48 

3-64 

3-62 

383 

4*29 

3 Industries 

002 

0 ‘02 

0*02 

0*02 

0*02 

0*02 

0*02 

0*02 

0*02 

0*02 

0*02 

0*02 

0*01 

0*06 

0*07 

0*05 

005 

009 

o* 13 

0*10 

0*11 

4. Rail and Road Trans¬ 
port. 

0*01 

0*01 

0*01 

0*01 

0*01 

0*01 

0*01 

0*01 

0*01 

O’OI 

O’OI 

O'OI 

0*03 

0*01 

0*06 

003 

0*02 1 

• • • 




5 Total Expenditure 

5 00 

S’OI 

5-01 

5 34 

5-39 

5*42 

5-79 

6*17 

5-52 

5-78 

6-39 

7-37 

8-8 5 

10*58 l8*22 

16*02 

9 * 5 * 

16 *86 

15* 11 

14-38 

* 5*3 









MADHYA BHARAT 

Memoranda sent by the Govt, of Madhya Bharat 
MEMORANDUM I 

General Note on State Taxation 

Revenue and Capital Budget of the State revenue and expenditure position of the Madhya Bharat 

The following statement shows at a glance the Government since its inception in 1948 . 


(In lakhs of Rs.) 



Actuals 
quarter 
ending 
March 1949 

Actuals 

1949-50 

Actuals 

1950-5* 

Actuals 

1951-52 

Actuals 

1952-53 

Budget 

1953-54 

A—Opening Balance. 

327*73 

342 *o 7 

265-39 

260-75 

266-03 

328-57 

B—Consolidated Fund : 

(а) Revenue Receipt . . . . 

(б) Expenditure on Revenue Account 

967*56 

. 907-89 

1089-74 

1119-81 

1038-34 

1176-58 

1149-09 

1131-04 

1167-47 

1214'12 

1429-78 

1449-26 

(c) Surplus (+) or Deficit (—) . 

• + 59*74 

- 37*07 

-138-94 

+ 18-05 

—46*65 

-19-48 

(d) Capital Expenditure (net) . . . • . 

. -97-71 

— 180-59 

+89-49. 

—134-62 

145*39 

- 133*77 

(e) Pulblic Debt and Loans Advances (net) . 

-38-88 

+320-31 

-48-89 

-14-85 

+ 91*74 

50-60 

Total I net consolidated Fund ...... 

—6-85 

+ 109-65 

— 97*64 

-131*49- 

+ 190-48 

— 102-65 

C—Contingency Fund (net). 

• 

•• 

+100-00 


—2* 20 

. . 

D—Public Account (net) . . . . , , 

21-19 

* 79*33 

—7*00 

136-70 

-146-64 

89-39 

E—Closing Balance . . .. 

342*07 

265*39 

960-75 

266-03 

307*67 

308-24 


Changes in budgetary position 

On the integration of the various covenanting States 
and the formation of Madhya Bharat, financial opera¬ 
tions of the new United States were secured by means 
of an Ordinance issued by H. H. the Raj Pramukh on 
July 21 , 1948 under Article 3 ? of the Covenant, by which 
the existing budgets of the various States were con¬ 
tinued to be operative till a regular budget was passed 
by the Assembly. This Ordinance could remain opera¬ 
tive for a period of only six months and expired on 
January 21 , 1949 . In the meanwhile, the Madhya Bharat 
Government had decided that its financial year would 
be the same as that of the Indian Union and would 
commence on the April 1 . Accordingly only a three 
months’ budget for the period January 1 to March 31 , 
1949 , was presented and passed by the Assembly on 
December 31 , 1948 . It was a rough budget, as the admi¬ 
nistration had not yet been properly organiszed and 
integration of the various states into divisions and 
districts or of the Government servants into regular 
services had not yet commenced. 


Government of India and the Governrhent of Madhya 
Bharat, from 1 st April 1950 , the following subjects have 
become Central:— 

(i) Income Tax. 

(ii) Salt. 

(iii) Opium. 

(iv) State Railways. 

(v) Posts and Telephones. 

(vi) Aviation. 

(vii) Broadcasting. 

(viii) Audit. 

(ix) Archaeology. 

(x) Geological Survey. 

(xi) Joint-Stock Companies. 


Federal Financial Integration 


(xii) Mint. 


By a proclamation made'by him on November 24 , 
1949 , His Highness the Raj Pramukh of Madhya Bharat 
declared that the Constitution of India shall be the Con¬ 
stitution for Madhya Bharat as for the other parts of 
India and shall be enforced as such in accordance with 
the tenor of its provisions and that the provisions of 
the said Constitution shall, as from the date of its 
commencement, supersede and abrogate all other con¬ 
stitutional provisions inconsistent therewith which were 
then in force in this State. The Constitution of India 
came into force on January 26 , 1950 , and from that 
date the State of Madhya Bharat is subject to its pro¬ 
visions like any other State of the Indian Union. It has 
the same status and position and the same functions, 
powers and obligations. Its jurisdiction and scope cover 
the subjects mentioned in List II—State List—and also, 
subject to certain restrictions, those mentioned in List 
III—Concurrent List of the Seventh Schedule of the 
Constitution; while the subjects included in List I— 
Union List—of that Schedule, ‘which were hitherto ad¬ 
ministered by the State, have now passed on to the 
Union Government. This change necessitated the ad¬ 
justment of financiaf relations between the Indian Union 
and this State. Under the federal financial integration 
agreement which has been entered into between the 


(xiii) Defence Service (Indian State Forces). 

Also under Article 301 of the Constitution, Trade, Com¬ 
merce and Intercourse throughout the territory of 
Lidia shall be free. This means that under the Con¬ 
stitution there can be no internal customs duties. Inland 
customs duties were levied by the State of Madhya 
Bharat and yielded a revenue of nearly Rs. 2 crores 
Similar duties were also levied by other Unions of 
States. In order to save the States from the sudden 
discontinuance of customs duties and consequent loss 
of revenue, provision has been made in Article 306 of 
the Constitution for the continuance’ of customs duties 
subject to the terms of the agreement referred to above 
The federal financial integration agreement provides 
that the gradual abolition of internal land customs duties 
may extend over more than three years, but it should 
not, in any case, extend beyond five years, or the'year 
m which the yield from sales tax is Rs. 2 crores which¬ 
ever is earlier. The intention is that a Sales tax should 
be levied immediately and a corresponding gradual 
abolition of customs duties should start simultaneously 
with the imposition of the sales-tax. The abolition of 
customs duties should be completed in three to five 
years and earlier if the revenue from Sales Tax in any 
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year yields Rs. 2 crores. This change, as well as the 
other changes due to federal financial integration, have 
been introduced from 1 st April 1950 . 

Other important changes due to the federal financial 
integration are that the Privy Purfce of Rulers has 
become Central. The Madhya Bharat State will only 
make a contribution on this account to the Government 
of India under Article 291 of the Constitution. All mili¬ 
tary pensions, the expenditure on Audit and Accounts 
and also the expenditure on account of the Centre’s 
share of liability for civil pensions have been trans¬ 
ferred to the Centre. The contribution on account of the 
Privy Purse was to be recovered in full in 1950 - 51 , to 
the extent of 80 % in 1951 - 52 , 60 % in 1952 - 53 , 40 % 
in 1953 - 54 , 20 % in 1954-55 and nil in 1955 - 56 . 

Trends of Revenue 

Based on the actuals for 1949-50 and 1950-51 our nor- 
. mal revenue may be computed at Rs. 10-04 crores. The 
increase in 1951-52 actuals viz., 11-49 crores was mainly 
due to a windfall under Extra-ordinary receipts on 
account of realization of arrears of Match Excise Duty, 
receipts transferred from deposit to final revenue head 
on account of liquidation of War Profits Tax Duty and 
abolition of Chawkidari Fund of the former Gwalior 
State and transfer of the amount to a receipt head. 

During 1952-53 the increase in revenue is attributable 
to the award of the Finance Commission (Rs. 1-36 
crores). 

The Budget estimate for 1953-54 has been placed at 
Rs. 14-29 crores which includes, besides normal revenue 
the award of the Finance Commission, withdrawal of 
monies from specific and earmarked funds and grants 
amounting to Rs. 119 .lakhs from the Government of 
India on account of their share of expenditure for cer¬ 
tain schemes and their commitment under Article 275 ( 1 ) 
of the Constitution. 

Trends on the expenditure side of the Budget 

The expenditure' has progressed as follows :— 

Rs. in crores 


Actuals 1949-50 .. n • ao 

Actuals 1950-51 . . . . . . tf 77 

Actuals 1951-52 . . , . . 11-31 

Actuals 1952-53 . 12-14 

Budget 1953-54 . . . . . 14-49 


The basic period should be taken as 1950-51 the date 
of Federal Financial Integration. The actuals for 1950-51 
include Rs. 1 crore on account of transfer from revenue 
account for constituting the Contingency Fund and, there¬ 
fore, the normal expenditure may be computed at 
Rs. 10-76 crores or say Rs. 10-5 crores. The increase 
in 1951-52 as compared with the normal figure is about 
Rs. 80 lakhs. This is partly due to expenditure on the 
Five-Year-Plan and to larger expenditure under Civil 
Works for repairs to Roads and Buildings. The actuals 
of 1952-53 namely Rs. 12-14 crores include Rs. 1-46 crores 
for development expenditure. The further increase in 
1953-54 budget is mainly due to larger outlay on the 
Five-Year-Plan, viz., Rs. 3-35 crores as against Rs. 1-49 
crores in 1952 - 53 . 

Expenditure on the Development Programme of the 

State 

In response to the Planning Commission letter No. 
PC(C) 106 / 50 , dated October 11 , 1950 , the Madhya 
Bharat Government prepared a plan of the magnitude 
of Rs. 68-04 crores. Although the resources of the State 
Government for financing the Five-Year-Plan were very 
much less, the magnitude was pitched at substantially 
high level in order to ensure the development of the 
State, bom out of fusion of 22 States of varying sizes 
and standards of development, within a reasonably short 
period. The plans were discussed with the representa¬ 
tives of the State Government in a series of meetings 
held by the Planning Commission in April 1951 . During 
these discussions, a statement of financial resources 
available for the Plan was agreed upon, according to 
which, a sum of Rs. 20 crores was estimated to be 
available during the Plan period, as per the details 
given below : — 

Rs. in crores 


(1) Amount available from revenue account for de- 6 

velopment expenditure. 

(2) Additional sources deposits and receipts . 1 

(3) Withdrawals from reserves and development 5 

funds. 

(4) Additional revenue from taxation ... 4 

(5) Assistance from the Central Government as- 4 

sumed for preparation of the State Plan. 


Total . qo 


On these assumptions, it was desired by the Planning 
Commission that the State’s Plan should be prepared 
so as to cost Rs. 20 crores over five years as against 
the original plan involving a total outlay of Rs. 68-04 
crores. 

The following financial allocations for different Heads 
of development were agreed upon, the question of bridg¬ 
ing the gap of Rs. 2-95 crores having been left over for 
further consideration. The details of allocations under 
broad categories were : — 

Rs. in lakhs 


1. Agricultural and Rural Development . . 840 

2. Major Irrigation and Power Projects . . 600 

3. Industry ....... 55 

4. Roads ........ 250 

5. Social Services ...... 450 

6. Civil Works ....... too 

Total . 2295 


The Planning Cammission further agreed that the 
Madhya Bharat Government could not finance its portion 
of the Chambal Project from its own resources without 
almost completely ignoring other aspects of develop¬ 
ment including agriculture. The Chambal was an inter- 
statal project and after a thorough re-examination of 
its technical, financial and economic aspects it was 
thought that the Central Government, Madhya Bharat 
and Rajasthan should together reach a clear decision 
about the future programme. It was also desired that 
pending final decision the Madhya Bharat’Government 
should, while not discontinuing the work which was 
actually in progress avoid further commitments. As a 
result, a token provision of Rs. 2 crores only was includ¬ 
ed in the Plan. 

In view of these discussions, the State Government had 
to revise their plan which involved a total outlay of 
Rs. 2488 lakhs as against Rs. 2-295 lakhs, agreed upon 
during discussions. 


The break-up of the outlay of 
spread over as under: — 

Rs. 2488.00 lakhs was 


Rs. in lakhs 

1. Agricultural and Rural Development 

. . 840*00 

2. Major Irrigation and Power Projects 

. . 807*00 

3. Industry . . . . . 

55 *oo 

4. Roads. 

189*00 

5. Social Services . . . . 

497 *oo 

6 . Civil Works . 

. . 100*00 


Total . 2488* 00 


While finalising the Five-Year-Plan, the Planning 
Commission requested the State Government to re¬ 
examine the State’s Plan and to suggest modifications, 
if any, in the light of actual experience. The State’s 
Plan was further examined and the final allocations 
under various heads were decided upon as follows:— 


1. Agricultural and Rural Development 

Rs. in lakhs 

945*00 

2. Major Irrigation and Power Projects 

802*00 

3. Industry . . . . 

55 *oO 

4. Transport ...... 

189*00 

5. Social Services ..... 

497*00 

Total 

2488*00 


The Planning Commission have however approved the 
State’s Five-Year-Plan involving a total outlay of 
Rs. 2242-00 lakhs. The provision of Rs. 200-00 lakhs made 
for Chambal Project has been excluded from the States’ 
Five-Year-Plan as this project has now been included 
in the National Plan. The other modification made by 
the Planning Commission is that the Irrigation Pro¬ 
gramme was reduced to Rs. 328-00 lakhs as against 
Rs. 375-00 lakhs. This has been done by omitting the 
provision of Rs. 46-00 lakhs made for “small tanks in 
districts”, because the funds required for this scheme 
will be available from* the lump sum provision of 
Rs. 30 crores in the National Plan for minor irrigation 
works. This accounts for the reduction of the magnitude 
of the State’s Five-Year-Plan from*Rs. 2488-00 lakhs to 
Rs. 2242-00 lakhs (Rs. 2488 -, 00—246 i.e., Rs. 2242*00 
(lakhs). 
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Expenditure under Five-Year-Plan 

The year 1951-52 was the first year of the Five-Year- 
Plan. Due to paucity of technical and trained staff the 
progress of work could not keep pace with the scheduled 
programme as will be seen from the following figures : — 


1951-52 

1952-53 

1953-54 

1 -—'-—* f 

Budget/Actuals 

Budget/Actuals 

Budget 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Revenue 

29,21 

2,38,99 

1,46,25 

3 , 35 , 00 

Capital . .. 

71,11 

1 , 45,32 

89,00 

8 3, 8 7 

Loans 

•• 

87,00 

34 > 08 

1,24,02 

Total .. 

1,00,32 

4 , 7 i> 3 i . 

2,69,33 

5 > 42,89 


Future financing of the Plan 

The first Five-Year-Plan of the Madhya Bharat State 
Government is ‘estimated to cost Rs: 22-4 crores. Out 
of this an expenditure of Rs. 4 crores was to be met by 
‘central assistance’ and the rest was to be met by the 
State Government. The following table shows the State 
of resources as envisaged by the Planning Commissioner 
in April 1951 , and as estimated now by the Finance 
Department. 



(Rs. 

in crores) 

V 

Plan Revised 

Estimates 

Central assistance . . . ■* 

( 4 

4 *o 

Current revenue resources . < 

6 

7‘5 

Additional revenue to be raised by taxation 

■ 4 

1*0 

Deposits and other receipts . . 

I 

3-48 

Withdrawal from reserves . . . 

5 

1-87 

Gap in resources . 

2‘4 

4‘57 


22*4 

.22,42 


of India’s securities, shares, debentures etc. In view of 
the present market conditions, liquification of securities 
is not possible except to the extent to which they mature 
within the plan period, in view of the loss involved 
in doing so and the repercussions which such a step wm 
have on the market. Securities to the extent of Rs. 1*87 
crores are likely to mature during the plan period, Shri 
Thapar, when he visited Madhya Bharat* felt that it 
might not be very difficult for. the State to find another 
Rs 1-6 crores from reserves. According to Shri Thapar 
this will leave a gap of about Rs. 2 crores and therefore 
it was suggested by him to the Planning Commission 
that, to this extent, the assistance from the Centre might 
be increased. The Central Government accordingly 
agreed to increase their assistance by Rs. 2 crores. 


In the first place, it will be seen that there is a gap 
of Rs. 2-4 crores between the estimated expenditure and 
the financial resources which has remained unbridged. 

The sum of Rs. 7-5 crores shown against current 
revenue resources includes Rs. 2-8 crores representing 
the amount which will be made available to the State 
on account of the award of the Finance Commission, 
during the regaining two years of the plan period. 

As regards the additional revenue from taxation it 
may be pointed out that the estimate of Rs. 4 crores 
was based on what may be called a rough guess inas¬ 
much as no data were then available and when the 
new formed State did not have any experience in this 
field. Therefore, the target of financial resources from 
taxation amounting to Rs. 4 crores will not be achieved. 
During the next two years we may, on the most opti¬ 
mistic basis, be able to raise additional revenue of 
about Rs. 1 crore from the following sources 

(a) Switching over to the multiple point sales tax. 

(b) Entertainment Tax. 

(c) Estate duty. 

(d) Water rates, 

(e) Enhanced rate of sales tax on petrol. 

(f) Enhancement in Registration fees. 

The sources of additional income by taxation envisag¬ 
ed by the Planning Commission have not so far been con¬ 
sidered politically feasible by the State Government. 

As against an estimate of Rs. 1 crore from deposits, 
the State will have released Rs. 3-48 crores by the end 
of the current year, it will not be possible to release 
any further amount from this source. 

As regards withdrawal from reserves, it will not be 
possible to release the full amount of Rs. 5 crores as 
the bulk of the fund moneys is invested in Government 

12—2 T, Com. 


Revenue of the State 
The principal items of revenue are 

II. Union Excise Duties 

IV. Taxes on Income other than Corporation 
Tax 

VII; Land Revenue . . • • 

VIII. State Excise. Duties ... 

IX. Stamps . ... • 

X. Forests » . . • • 

XI, Registration . • • 

XII. Receipts under Motor Vehicles Acts 

XIII. Other Taxes and Duties 


Budget 1953-54 
(Figures m 
thousands) 

40.37 

92.65 

3 . 46^21 
1,80,00 
40,00 
75.00 
i. 4 ° 
17,00 
2,24.00 


Under the first two heads the estimated revenue in 
1953-54 is Rs. 1-33 crores which is as a f? su . 1 * 

Finance Commission’s award. Besides this the btate 
Government will get Rs. 54 lakhs for expansion of pri¬ 
mary education spread over four years as shown 
below :— 

Rs. in lakhs 

. •. • <7 v . • • ,a 

4 4 4 . • • • *5 

18 


1953 - 54 

1954 - 55 

1955 - 56 

1956 - 57 


Total 


54 


Under Land Revenue larger receipts from the year 
1952-53 accrue on account of the abolition ofYamindari 
System say about Rs. 80 lakhs. The revenue under State 
Excise Duties is showing a tendency to dechne on 
account of prevalence of scarcity and 0 th ® „^ nnder 
decline in the purchasing power of the people. Under 
other taxes and duties the receipts are mainly ^J^The 
of General Sales Tax and Inter State Transit Duty. Tne 
receipts under the latter head will be gradually dwindle 
and disappear from 1955-56 and to the extent possible 
replaced by Sale? Tax. 


Comparison of the Tax revenue and non-tax revenue 
with the total revenue 

According to the budget estimate f ° r B 1 ® 5 S! 3 ' 5 B 4 n ? ie cr ^ 
Tax revenue and nonrtax revenue are Rs. 8 09 crores 
and Rs 3 20 crores or a total of Rs. 11-19 crores. It 
will be' seen that about 72 % of the total revenue to 
Madhya Bharat is derived from Tax revenue and <even 
qn the State is without adequate resources because it 
lacks 6 income from Irrigation. Electricity and Foreste 
which in the case of more fortunate States like Punjab, 
Mysore and Madhya Pradesh make an important fiscal 
'contribution. Moreover because of the sparseness of the 
noDulation in a large part of the State and backward 
communications the unit cost of ^ministration is com- 
naratively high. The estimated revenue in ,1953 5 * 
account of grants-in-aid from the Centre m 
crores which is 37-5 per cent of the non-tax revenue. 

The share of income tax and Central Excise duties 
estimated in the btulget for 1953-54 is 1 g?| t ® r S'|! e ^ hld| 
is 16-79 per cent of the revenue from State Taxes. 



84 


Trends in revenue from principal taxes 

Actuals 


Budget 



1950-51 

1951-52 

*952-53 

Estimate 

1953-54 

II. Union Excise Duties 

• • 

.. 

40,22 

40,37 

TV Taxes on Income other 6,00 
than Corporation 

tax. 

6,47 

96,21 

92,65 

VII. Land Revenue 

2,47,02 

2 . 53.41 

3 , 23,56 

3 , 46,21 

VIII. State Excise Duties 

1,88,72 

1,84,72 

1,46,65 

1,80,00 

IX. Stamps 

3 4 5 6 »°4 

41,11 

39 ,o 8 

40,00 

XI. Registration 

3,°4 

1,81 

1,26 

1,40 

XII. Receipts under Mo¬ 
tor Vehicles Act. 

13.90 

12,45 

12,00 

17,00 

XIII. Other taxes and 
duties: 

Sales Tax. 

Inter-State Transit 

.a,.*.. 

4 L 9 a 

1,47,08 

92,43 

1,28,23 

1,00,62 85,00 

«,ii ,55 i, 39 ,oo 


duty. 


Indication of prospects 

Lend Revenue .—The revehue in the subsequent years 
may be expected to increase by Rs. 55 lakhs on account 
of the abolition of Jagirdari. 

State Excise Duties .—Under ‘State Excise Duties’ the 
Revenue may shring to Rs. 150 lakhs even though there 
is no likelihood of extension of prohibition. 

Registration .—Under Registration there will be an 
increase of Rs. 60,000 on account of 50 % enhancement 
in registration fees. 

Other Taxes and Duties .—The revenue under Inter- 
State Transit Duty will completely disappear from 
1955 - 56 , while under Sales Tax the revenue may go up 
to Rs. T 45 crores and the slight increase is due to 
increase in Sales Tax on petrol. The question of switch¬ 
ing over-from single point Sales Tax to multiple point 
Sales Tax is under active consideration of Government. 
The additional revenue which this measure is expected 
to yield is Rs. 55 lakhs per year. 

Efforts to increase Tax Revenue and Tax proposals in 
connection with Five-Year-Plan 

A note on the efforts made by the State Government 
to augment available resources by additional' taxation 
which was presented to the Gadgil Committee is append¬ 
ed (vide Appendix ‘A’). 

Practice in regard to fiscar legislation 

The State Government has not so far embarked upon 
a variety of taxation measures in a year and the practice 
has therefore, been to introduce separate bills for each 
Tax. 

Administration of principal taxes and tax evasion 
avoidance etc. 

This is dealt with in Memorandum IV-Notes on Indi¬ 
vidual Taxes. 

NOTE ON THE EFFORTS MADE BY THE STATE 

GOVERNMENT TO AUGMENT AVAILABLE RE¬ 
SOURCES BY ADDITIONAL TAXATION 

Among the resources available for financing the Five- 
Year-Plan, an important item was additional revenue 
by taxation amounting to Rs. 4 crores. The Planning 
Commission concurred in the following sources for rais¬ 
ing the above amount : — 

( 1 ) Surcharge on land Revenue, 

( 2 ) Estate Duty, 

( 3 > Avoidance of further loss on account of prohibi¬ 
tion, 

( 4 ) Registration tax, Stamps and Entertainment Tax, 

and 

( 5 ) Fee on transfer of immovable property. 

The action and the stage of each of the above items 
is mentioned in the following paragraphs:— 

(1) Surcharge on Land Revenue 

On submission of a note by the Finance Department 
the Council of Ministers in January, 1952 , while approv¬ 
ing in principle the proposals for additional taxation 
in the shape of differential surcharge on land revenue 
and betterment levy, decided that the problem of addi¬ 
tional taxation on the agriculturists should be examined 
thoroughly by a high level committee consisting of 


Senior Member, Board of Revenue, Land Reforms Com¬ 
missioner, Director of Land Records and Revenue Secre¬ 
tary. The Committee was asked to make a rough assess¬ 
ment of the capacity of agriculturists to bear additional 
taxation and was asked to frame detailed proposals in 
regard to the form and quantum of taxation. The Com¬ 
mittee met in November, 1952 , and made a recommenda¬ 
tion to levy surcharge on land revenue at 0 - 3-0 (annas 
three) per rupee on land revenue collection. In Decem¬ 
ber, 1952 , the Government decided that instead of sur¬ 
charge on land revenue, a Development Cess at the rate 
of 0-2-0 (two annas) in the rupee on land revenue should 
be levied with an exemption grace up to Rs. 50 . In view, 
however, of the agitation prevailing in some of the 
States against taxation, the State Government decided 
to abandon the idea of levying any new tax for the pre¬ 
sent. It was pointed out to the Government of India 
that the imposition of Development Cess at a uniform 
rate throughout the State might result in considerable 
inequity because it would only accentuate the present 
disparity in the pitch of assessment of land revenue 
which has been inherited from the Covenanting States. 
The (Government, therefore, felt that it would be more 
equitable to take steps to eliminate the inequity in the 
pitch of assessment. Action on initiating detailed inves¬ 
tigations of carefully framing the rules, etc., was autho¬ 
rized by the Council of Ministers. It is a complicated 
problem which is being examined. 

(2) Estate Duty 

The State Government have communicated their 
agreement to the Government of India to levy Estate 
Duty in the State. As soon as the Central Bill in the 
Matter becomes law, it will apply to Madhya Bharai 
also. 

(3) Avoidance of further loss on account ^prohibition 

Prohibition was started in Madhya Bharat in the year 
1949-50 and a beginning was made in Bhilsa District 
Later a Committee was appointed to go into the whole 
question of extending prohibition in other areas. One 
of the terms of reference of that Committee was to 
suggest additional revenues to make up the loss by pro¬ 
hibition. The Committee’s report on this point is silent. 
The report of the -Prohibition Committee is now under 
consideration of Government. 

(4) Registration Tax, Stamps and Entertainment Tax 

Registration fees have been enhanced by 50 per cent 
during the year 1953 - 54 . The proposal regarding revi¬ 
sion of rates of Court fees was considered by Govern¬ 
ment and abandoned. The Entertainment Tax Bill was 
submitted to the "Legislature in the year 1951-52 and is 
still at the Select Committee Stage. 

(5) Fee on transfer of urban immovable property 

A proposal was put up before the Government but the 
Council felt that as the need as well as the scope of 
this source of taxation was vague, a detailed study of 
the Bombay Act should be made by Separate Revenue 
Department. This is still under consideration of that 
Department. 

(6) Multiple point Sales Tax 

The question of switching over from single point 
sales tdx to multiple point sales tax has been engaging 
the attention of the Government for quite some time. 
It is still actively under consideration of the Government 
and a Bill will be introduced in the next Budget Session 
of the Legislature in March, 1954 . The additional revenue 
which this measure is expected to yield is estimated at 
Rs. 55 lakhs per year. 

However, Government have decided to adopt the 
following taxation measures during the year 1953-54 : — 

Rs. in lakhs 

(i) Revision of water rates ..... 5 

(a) Increase in Sales Tax on Petrol ... 5 

(3) Increase in registration fees by 50 per cent. . o - 6 

The question of levying betterment levy in Madhya 
Bharat' was very carefully considered. The conclusion 
reached is that it is not possible to have this levy in 
Madhya Bharat till Chambal Scheme is completed. The 
Chambal Scheme is not likely to be completed during 
the period of tjie first Five-Year-Plan. It is likely to be 
completed only at the end of the year 1960 - 61 . The 
betterment levy then is expected to yield about Rs. 4-5 
crores altogether. 

On the whole it appears that when the Planning Com¬ 
mission and the State Government decided to raise addi¬ 
tional revenue by taxation to the tune of Rs. 4 - crores 
they did not possess the necessary data to estimate the 
receipts from those sources. According to the informa¬ 
tion collected by the Finance Commission, the per capita 
tax revenue in Madhya Bharat (including Income Tax) 



is 10-2 which is higher than other States except Bom¬ 
bay, West Bengal, Hyderabad and PEPSU. It is hardly 
necessary to add that Bombay, and West Bengal are 
industrial States. ' 

The Taxation Enquiry Committee appointed by the 
Government of India has already started its work. The 


State Government have agreed that the Committee 
might examine the tax structure of Madhya Bharat 
also. In these circumstances there is very little prospect 
of additional revenue coming from taxation till the. re¬ 
commendations of the Taxation Enquiry Committee are 
available. 



MEMORANDUM U 

Note on the Local Taxation in the Municipalities oe Madhya Bharat 


1. (i) Statistics as required are appended herewith 
in the form of annexures for the year 1952 - 53 , which are 
readily available at present. Statistics for the last 5 
years can be collected, but seeing the stipulated time at 
the disposal of the Commission, it would not be pos¬ 
sible to collect them with that time. 

(ii) The new Municipal Bill which is presented in the 
last session of the Legislative Assembly of the Madhya 
Bharat shall usher in a new era for the administration 
of M unici palities in Madhya Bharat on a homogenous 
basis. At present all those acts and laws continue to be 
operative in the Municipalities of the covenanting States 
of Madhya Bharat which existed before the merger. At 
present there are no Municipal Corporations in the 
State. 

2 . In the former Gwalior State, the Municipalities 
were prohibited to levy octroi duty in the interests of 
the customs revenue of the State and in lieu thereof 
were subsidized by yearly grants known as chungi-con- 
tribution, which was calculated on the following 
scale :— 

Rs. 1 / 8 /- per head of population in first class 
Municipalities, 

Rs.-/ 12 /- per head of population II class Muni¬ 
cipalities, 

Rs. 0 - 8-0 per head of population in III class 
Municipalities, 

Out of which 6J% of the amount was deducted as super¬ 
vision .charges by the Government. The total thus paid 
to the Municipalities after deduction comes to. 
Rs. 5 , 50 , 324 . 

Now this practice has been waived. Municipalities 
have been allowed to levy octroi duties, resulting in the 
considerable increase in their income. 

3 . (i) Tax-Revenue of the Municipalities in Madhya 
Bharat forms a major part of their income with which 
they run their legitimate expenditure. 

(ii) Octroi tax on intoxicants is collected by the 
Excise Department of the State and the share of the 
Municipalities comes to 6i% of the total so collected. 

(iii) Non-Tax Revenues include rents on land and 
houses, sale proceeds of lands and produce of land, fees 
and revenues from market and Slaughter houses, inte¬ 
rests on investments and Government grants and loans: 
The most significant of these are Government grants and 
loans with which the Municipalities are helped to 
carry on utility works and provide certain other civic 
amenities. Mostly the finances of the Municipalities of 
Madhya Bharat are very restricted and to some of them 
it becomes a problem to meet even their legitimate 
expenditure without grants and loans from the Govern¬ 
ment. Grants are not given for any specific purpose but 
mainly for tiding over their financial difficulties and 
helping them to discharge their obligations to the pub¬ 
lic faithfully. 

4 . The principal taxes levied by the Municipalities of 
Madhya Bharat are as follows : — 

( 1 ) Tax on buildings and lands. 

( 2 ) Wheel tax. 

( 3 ) Octroi Tax. 

( 4 ) Entertainment Tax. 

( 5 ) Conservancy or scavenging tax. 

(6) Tax on persons practising any profession or art 
of carrying on any trade or calling. 

( 7 ) Animal tax used for racing, riding, driving 
draught or burden. 

(8) Tax on every dog, cow, buffallow and vehicle. 

( 9 ) Projection Tax. 

( 10 ) Gari Adda Tax. 

( 11 ) Transfer of Property Tax. 

Note.— in the absence of comparative figures of last five years being readily 
available, it is not possible to comment on the trends of revenue and indication of 
prospects. 


5 . The Government is keen to improve the finances 
of the Municipalities and, therefore, readily allows the 
Municipalities to impose any new tax. on receiving a 
request from them to that effect. No opposition worth 
the name has yet been encountered from the side of 
the public for the payment of the taxes. 

6. (i) For set-up at different levels of, the administra¬ 
tion of principal taxes, kindly see annexure Q. 

(ii) Assessment is generally done either by the assess¬ 
ment officer or Revenue Officer of the Municipality con¬ 
cerned or extra temporary staff is employed by Muni¬ 
cipalities, if exigencies so demand. 

(iii) Appeal & Revision.— There are Municipal Magis¬ 
trates or Honorary Magistrates to decide such cases; and 
in case of appeal against the orders of the Committee, 
it is preferred in the office of the Inspector General of 
Municipalities for Lashkar Municipality and to Collector 
in the case of other Municipalities, within the State. 

(iv) Collection;— It is generally made by the tax collec¬ 
tors and Inspectors appointed by the Municipalities for 
this purpose. 

7 . The cases of tax evasion are'duly sent to the Court; 
any tax before it is imposed has the sanction of the 
Government and necessary laws or bye-laws to support 
its enforcement and punish the defaulters and is also 
notified for public opinion before it is enforced. 

In the new Madhya Bharat Municipalities Bill pro¬ 
vision is being made, which is under the consideration 
of the legislature at the moment for realising municipal 
taxes like land revenues by' the Municipalities them¬ 
selves. 

8 . (i) As recommended by the Local Finance Enquiry 
Committee, the item 89 of Union list regarding terminal 
tax on goods and passengers carried by railways or air 
should be allowed to be levied by the local bodies to 
improve their financial position. 

■ (ii) There should be an uniformity in local taxation in 
the various parts of not only this State but throughout 
India after giving due consideration to the trade and 
other economic conditions in those areas. 

APPENDIX A 

Year 

I 95 a “53 

A. General Information : „ „, . . 

1. Number ...... 84 Mumci- 

palities. 

2. Population . . • • 14,63,200 

3. Total income from all sources . . Rs. 85,26,486 

4. Total income from rates and taxes . Rs. 63,25,126. 

Rs. a. p. 

5. Per capita incidence of total income . . 5 ! 3 4 

6. Per capita incidence of income from taxes . 4 5 3 


B. Details of Income : 


I. Tax Revenue :— 


Rs. 

1. Octroi Tax 

2. House Tax 

3. Entertainment Tax 

4. Terminal Tax 

5. Wheel Tax . 

6. Tax on trades or calling 

7. Gari Adda Tax . 

8. Other Taxes 


29 , 53.551 

12,94,856 

9,86,845 

4 . 26,799 

2,21,812 

57.972 

39,680 

6 , 47.978 


Total 

63,25,126 

II. Non-Tax Revenue : 

• 


1. Chungi-Contribution 

2. Grant-in-aid 

3. Other .... 

• 

5 , 50,324 

3,56,180 

12,94,856 


Total 

22,01,360 

C. Details of Expenditure : 



1. Administration . 

2. Medical & Public Health 

3. Roads & Buildings 

4. Taxation .... 

5. Miscellaneous . . . 

. 

16,78,894 

24,68,668 

20,73,681 

11,84,960 

24,68,668 


Total 

98,74,671 










APPENDIX B 

Taxation set up at different levels 
Group ‘A’ 

Number of Municipalities .... 

1. Revenue Officer. 

2. Octroi Superintendent. 

3. Octroi Inspector. 

4. Octroi Sub-Inspector. 

5. Supervisor. 

6. Nakedar. * 

7. Tax Inspector. 

8. Tax Collectors. 

* Group ‘B’ 

Number of Municipalities 

1. Tax Inspector, 
a. Octroi Inspector. 

3. Octroi Sub-Inspector. 

4. Tax Sub-Inspector. 

5. Nakedar. 

Group ‘C’ 


1.7 


Number of Municipalities .... 6a 

1. Octroi & General Daroga. 
a. Nakedar. 

3. Naka peon. 

General Note on Lolal Taxation (Panchayats) in 
Madhya Bharat 

A. General Information 

1. Number: 

Village Panchayats . . . . . 4110 

Kendra Panchayats ..... 333 

Mandal Panchayats ..... 16 

Notb. —(1) A Village Panchayat consists of one or more villages having a popu¬ 
lation of about 1000 people. 

(a) The jurisdiction of Kendra Panchayat is generally equivalent to Revenue 
Inspectors' Circle. 

(3) There are 16 Revenue Districts in Madhya Bharat and there is a Mandal 
Panchayat for each district. 

2 . Population : 

Rural population of Madhya Bharat is 64 , 13,023 and 
all this is covered by the Panchayat System. 

3 . Total Income from all sources : 



1952-53 

1953-54 


Rs. 

Rs. 

Mandal Panchayat 

• 7,70,642 

7 , 85,275 

Figures for Village & Kendra Panchayats 
available. Only figures on Compulsory Land 
Government Aid which is equal to Land cess 
able. They are:— 

are not 
Cess and 
are avail- 


1952-53 

1953-54 


Rs. 

(Estimated) 

Rs. 

Village Panchayats 

• 7 , 03,452 

7,27,686 

Kendra Panchayats 

• 7 , 03,452 

7,27,686 

4. Total Income from Rates & Taxes : 


Mandal Panchayats 

4,01,441 

4 , 34,955 

Only Compulsory Land 
are available for Village 

Cess and House Tax figures 
and Kendra Panchayats : — 

V 


1952-53 

1953-54 


Rs. 

Rs. 

1. Kendra Panchayats . 

• 3 , 59,401 

3 , 77,376 

2. Village Panchayats . 

• 3 > 59 , 40 i 

3 , 77,376 

5 . Per Capita Incidence of total income : 



1952-53 

1953-54 


Rs.As. Ps. Rs.As.Ps, 

Per Capita Incidence of Income from taxes 055 

O56 


028 

O 2 IO 


B. Ddi 

■of Income 


1 . Tax Revenue ' 



1952-53 

1953-54 

(t) General Property Tax (Tax on Hou- 


. 

l , ses & Lands)— 

Land Cess : 

Mandal Panchayats 


Rs. 

3,44,051 

Rs. 

3,50,3io 

Kendra Panchayats 


3,44,05i 

3,50,310 

Village Panchayats 


3,44,051 

3,50,3io 

House Tax : 

Mandal Panchayats 


15,350 

27,066 

Kendra Panchayats 


15,350 

27,066 

Village Panchayats 


15,350 

27,066 

(ii) Local Fund Cesses ’ 



No. 

(lit) Octroi & Termainal Taxes 


. , 

No. 

(to) Piligrim Tax 

. 

. 

No. 

(0) Town Improvement and 

Better- 


No. 

ment Tax. 

(o») Service Tax 

. 




All these taxes fall 


(tut) Tolls . 
( Mi ) 


(“) 

(*) 

(*) 

(«;) 


Taxes on goods and passengers • 
carried by roads and inland water¬ 
ways. 

Taxes on vehicles, animals and boats 
Profession Ta 5 c . 


Theatre Tax 
Other rates and taxes 
Mandal Panchayats 


Village Panchayats 


under . optional 
taxes which can he 
levied by Pan¬ 
chayat}. Very few 
Panchayats have 
levied such taxes 
so far. The figures 
of these Pancha¬ 
yats are not avail¬ 
able. 


43,040 


57.439 


11,20,343 11,89,667 


Compulsory labour 
tax is levied on males 
f between the age of 
31-50 for 5 days in 
a year. Taking this 
population to the 
nearly 15 lakhs at 
0 - 13-0 per day this 
would amoun to 
about Rs. 59,25,000. 
But it is being 
realised in a very few 
villages at present. 


2 . Non-tax Revenue 
(a) Grants from Government 
(i) For Roads and Buildings . 

(*») For Education 

(ii'i) For Medical & Public Health 
purposes. 

(ip) For all purposes — 

Mandal Panchayats 

Kendra Panchayats 

Village Panchayats 


Total 


Nil. 


1952-53 1 953-54 

3,44,051 3 > 5 0 » 3 10 

3 . 44 .° 5 « 3 . 50,310 

3 , 44 , 05 1 3 , 50 , 3 10 

10,33,153 10,50,930 


8 


Fees, Fines etc. 
\ c ) Miscellaneous 


. "] Figures are not available. The 
. > income from this source is 

J very little. 


Grand Total 


10,32,*53 10,50,930 


C. Details of Expenditure 

(i) Administration— • 

Mandal Panchayats 


Kendra Panchayats 
Village Panchayats 


' j» Figures 


3,82,358 3,04,110 

are not available. 


(*; 

f; 

(*», 


Service 

Medical & Public Health 
Roads and Buildings 
(t>) Miscellaneous— 

Rural Development Programme- 
Mandal Panchayats . 


4,88,284 4,81,165 
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Rural Development jKf^g which are given priority 
are— ** 

(i) Agricultural 10Ktbbement. —(S) Purchase of 

such implement^ Wfaich cannot be purchased by 
cultivators individually, (b) Purchase of imple¬ 
ments for Plant Protection. 

(ii) Live-Stock Development & Veterinary aids. —(a) 
Purchase of pedigree bulls, (b) Purchase of im¬ 
plements and medicines for veterinary purpuses. 

(in) Village Health and Hygiene. —(a) To construct 
drains in the villages, (b) To construct new 
drinking water wells, and convert insanitary 
wells into sanitary wells. 

(iv) Construction of Bhawans. —(a) To construct 
Panchayat Bhawans. (b) To construct Pan- 
chayat-cum-School Bhawans. (c) To construct 
Community Centre Homes. 

(v) Roads & Paths. —(a) Construction of Village 
Roads, (b) Construction of Approach Roads, 
(c) Construction of Culverts and Rapats. 

(vi) Social Education. —(a) Purchase of articles for 
night schools, (b) Purchase of articles for Com¬ 
munity Centres, (c) To help in the recurring 
expenditure of Maternity Homes, Schools and 
Child-Welfare Centres. 

(vii) Village Libraries. 

(viii) Maternity Homes and Child-Welfare Cerctres. 

(ix) Village Service Organisation, etc. —Figures of 
Kendra and Village Panchayats are not availa¬ 
ble. 

2. Panchayats have been established in Madhya 
Bharat in January 1952, and they have started function¬ 
ing since a year only. The income of the Panchayats 
consists of Compulsory and Optional Taxes. The Com¬ 
pulsory Taxes are : — 

(1) A cess equal to two pies in a rupee on land 
revenue paid by the cultivators. 

(2) House Tax : This is to be paid at a prescribed 
rate by those who do not pay land cess. Those 
who pay land cess have to pay this tax in the 
following manner. If the amount of house tax 
is equal to or less than the land cess, no house 
tax is to be paid. If the amount of house tax 
is more than the amount of the land cess then 
the amount equai to the difference between the 
house tax and the land cess is to be paid. 

(3) Compulsory labour by each male aduit for 5 days 
in a year. 

The Government also contributes a sum equal to the 
amount of land cess. Of the compulsory taxes land cess 
is being realised by the Revenue Department with the 
land revenue. The house tax and the compulsory labour 
are realised by the Panchayats in a few villages only. 
The optional taxes which are levied by Panchayats have 
so far been levied in a very few villages. Hence at pre¬ 
sent the main income is from land cess and Government 
aid. 

There is no likelihood of much income from optional 
taxes for some years at least on account of general 
opposition from villagers. The compulsory labour is like¬ 
ly to be realised more and more every year. 

On the expenditure side the trend is to lesson the 
expenditure on administration and to increase on rural 
development activities. The following items are given 
priority in development activities :— 

(1) Agricultural Improvement. 

(2) Live-Stock development & Veterinary aids. 

(3) Village health & hygiene including construction 
of new drinking water wells. 

(4) Construction of Panchayat Bhawans. This in¬ 
cludes homes for Community Centres and 
Schools-cum-Panchayat Bhawans. 


(5) Construction of Roads and Village Paths. 

(6) Social Education which includes night schools, 
for adults, Community Centres, Maternity 
homes, Child-Welfare Centres, etc. 

Expenditure on these items is likely to increase pro¬ 
gressively. 

3 & 4. For the present the most important avenues 
of income are cess on land revenue and Government 
Grant-in-aid which is equal to the realised land cess. 
Compulsory manual labour is also very important 
Every male adult between the age of 21-50 has to con¬ 
tribute 5 days labour every year. This can be paid in 
cash also at a fixed scale if a person likes to do so. The 
manual labour, if realised fully is likely to be of the 
value of about Rs. 50,25,000 per year. Thk; tax is not 
being realised to any appreciable extent so far. But in 
years to come this is likely to become important and 
substantial. 

Income from optional taxes is for the present very 
meagre and is not likely to be great for years to come. 
The Panchayats are not at present running commercial 
transport or other undertaking and there is practically 
no income from this source. 

5. The Panchayats are trying to levy optional taxes 
but generally there is opposition from villagers. There 
is, therefore, not much hope of any substantial income 
from this source at least during the next five years. 
There is general apathy in doing compulsory manual 
labour also. People are, however, being educated by 
propaganda and persuasive methods, and it is expected, 
it will be realised more and more in years to come. 
Compulsory land cess is likely to remain the main source 
of income from taxes for some years to come. There 
is a feeling that this can be increased to one anna per 
rupee of land revenue provided the Government also 
grants an equal proportion as aid. 

6. The land cess is being recovered by the Revenue 
Department along with the land revenue. It is being 
realised as per State demand and the arrears are 
realised as arrears of land revenue. The compulsory 
house tax and manual labour are being realised by the 
Panchayats. The arrears are recovered by the Panchayat 
Inspectors as arrears of land revenue. In practice the 
arrears are heavy as the majority is not paying these 
taxes willingly so far. Optional taxes have been levied 
in a few villages only. They are realised by Panchayats 
and the arrears are recovered by the Panchayat Inspec¬ 
tors as arrears of land revenue. 

The assessment of land cess is done by the Revenue 
Department while the assessment of all other taxes is 
done by the Panchayats concerned. 

There is no question of appeal for the land cess. For 
house tax, there is a provision for appeal to the District 
Development Officer I/c. Panchayat against mode or 
rates of assessment. Against optional taxes appeal lies 
to the Development Commissioner I/c. Panchayat whose 
decision is final. The Government has also powers to 
annual any tax or cess imposed by the Panchayats. 

As regards cost of collection of land cess, one anna 
per rupee is given for collection charges to the Revenue 
Department for meeting the expenses of collection. 
There is little possibility of avoiding land cess but there 
is a tendency to evade house tax, compulsory labour tax, 
and othor optional taxes. The realisation of these taxes 
is, therefore, much in arrears as it is very difficult to 
make realisation by coercive process from lacs of per¬ 
sons in thousands of villages by the limited departmental 
staff. 

7. All the taxes excepting compulsory land cess are 
being evaded at present as stated above. Lists are being 
made of a few prominent and mischievous persons -in 
every village for realisation through coercive process. 
It is hoped that this step will help the Panchayats to 
recover the taxes from others. The Departmental Inspec¬ 
tors and Panchayats are trying to educate the people 
and are adopting all persuasive methods. 



MEMORANDUM III 
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General Note on Land Revenue 

1 . It is difficult to indicate the changing significance (c) Type of crops : 


of land revenue as an item in the total receipts of the 
State, as statistical information on the subject is not 
available for the period immediately preceding the for¬ 
mation of Madhya Bharat or earlier. The various co¬ 
venanting states numbers 25 of the newly formed union 
did not keep records on systematic lines prior to their 
integration in the year 1948 . The figures of land revenue 
since the formation of the State are, however, given 
below : — 

Year Land Revenue 

Rs. 

1948- 49.2.3L92.784 

1949- 5°.. 2,24,49,210 

1950- 51 .. . 2,31,07,682 

1951 - 52 • • • • • • • 3 >° 9 > 97 > 6 7 6 

1952 - 53 • • ■ • • ■ • • 3 .i 5 . 3 i . 6 54 

A significant change of land revenue in the total 
receipts of the State since 1951 onwards would be 
noticed from the above figures. The increase is attribut¬ 
ed to the abolition of Zamindari in large tracts of the 
State, as a result of which the intermediaries have been 
done away with and their share of land revenue has 
thus fallen into the coffers of the State. 

The increase is not related to prices, as the land 
revenue is realised in cash, and according to law changes 
in it cannot be brought about without resorting to 
revision of resettlement. The abolition of Zamindari 
tenure alone thus accounts for the increase in the land 
revenue. As a result of this the waste lands of the out¬ 
going Zamindars escheated to the State and lands held 
by concessional rent-holders were assessed at full rates 
and private muafis resumed. The changes brought about 
by the abolition of Zamindari system from October 2 , 
1951 and consequent switching over to the Raiyotwari 
pattern of tenure alone deserve special mention in this 
behalf. 

2 -A. (i) The land revenue receipts derived from the 
agricultural use of land during the year 1951-52 were 
Rs. 2 , 34 , 88 , 412 . This includes fixed collections both from 
Zamindari and Raiyotwari villages. 

The technical difference between land revenue receipts 
from agricultural and non-agricultural uses of land was 
not made until the year 1952 when the Board of Revenue 
for the first time laid down the policy and procedure 
for the assessment of land diverted for non-agricultural 
purposes. Separate statistics as such are not available 
with regard to receipts purely from the use of land for 
non-agpicultural purposes. Rs. 12 , 54,298 however, were 
collected during the year 1951-52 under this head includ¬ 
ing receipts from the sale of waste lands, recoveries on- 
account of survey and settlement charges receipts from 
quarries, mines, mineral products in forest and lands 
not under the managements of Forest Department and 
other miscellaneous revenue. 

(ii) Permanent and fluctuating demands during the 
year 1951-52 were Rs. 2 , 26 , 92,488 and Rs. 3 , 69,140 res¬ 
pectively. 

(iii) The area held by different types of tenures dur¬ 
ing 1951-52 has been as under : — 


(a) Types of Tenures: 



Area (in acres) 

(i) Zamindari 

• 1,17,98,966 

(it) Raiyotwari . . . . 

. . 1,12,26,840 

(b) Types df Tenancies 

Area (in acres) 

(1). Pakka Tenants . 

. 1,28,04,454 

(2) Ordinary tenants 

. . 7,67.711 

(3) Concessional tenants 

J,18,990 

(4) Sub-tenants 

. . 11,76,036 

(5) Service-Holders 

1,81,973 

(6) Muafidars . . . . 

3,20,414 


During 1951-52 the area under irrigated food-crops 
was 4 , 52,571 acres and under non-food crops 29,33,114 
acres, while areas under unirrigated food-crops and non¬ 
food crops were 61,741 acres,and 51 , 23,966 acres respec¬ 
tively. 

2 B. The existing settlements were made during the 
regime of the covenanting States. No new areas were 

- brought under settlement after the formation of Madhya 
Bharat. The Land Revenue and Tenancy Act which came 
into force on the 15 th August, 1950 , however, provides 
for the period of settlement which shall not be less 
than 30 years. The variations in assessment, therefore, 
do not have any relation to the settlement. 

The other relevant factors have been given above in 
Paragraph 1 . 

3. The chief tenures before the formation of the State 
were Zamindari and Raiyotwari. The Zamindari tenure 
has been abolished and Raiyotwari system of land ten¬ 
ure has been introduced in its place. The abolition of 
Zamindari has put an end to the long and chequered his¬ 
tory of landlordism and has also done away with the 

- multiplicity of tenancies. All Ryot Pattedar, Mamuli 
Maurisi, Gair Maurusi, Pattedar Tenant, Pukhta Maurisi 
including Istamurardar tenants, Malikana Haq holder 
tenants, Hakiyat Mutafarrikat, Sharah Muayyana and 
Sakitul Milkiyat tenants have • been transformed into 
‘Pakka tenants’ having occupancy rights. A provision 
has also been made for including tenants other than 
pakka tenant or sub-tenant into a class which has been 
designated as “ordinary tenant”. 

Jagir lands have also been resumed from 4 - 12-1952 
but the resumption has been stayed under the orders 
of the Supreme Court. 

While the abolition of Zamindari has resulted in an 
increase of about a erore of rupees annually, the resump¬ 
tion of jagirs is estimated to augment the receipts by 
about 81 lacs. 

4 . The Land Revenue Code of the State is the Madhya 

Bharat Land Revenue and Tenancy Act and the rules 
made thereunder. Its important features are given 
below : , • 

( 1 ) No land shall be allotted to a person who already 
holds or would hold in his name if such land is allotted 
to him land measuring more than 50 acres on pakka 
tenure. 

( 2 ) Allotment of land for agricultural purposes to a 
person other than a bona fide agriculturist can be 
effected only with the Sanction of the Government. 

( 3 ) No partition of pakka tenants holding shall be 
effected by any Civil or Revenue Court unless such 
pakka tenant is left at least 15 acres holding on 
pakka tenure. 

( 4 ) A usufructuary mortgage effected by a tenant to 
a bona fide agriculturist for a period of not more than 
six years shall be deemed to have been satisfied and 
redeemed after the expiry of the period for which the 
mortgage was effected. 

( 5 ) The rights of a pakka tenant in the whole or any 
part of his holding shall not be sold if the total area 
of his holding on a pakka tenure in the state is not 
more than 15 acres, 

(6) A tenant shall be exempt from arrest and impri¬ 
sonment in the execution of a decree passed by a civil 
court or of an order of Revenue authority. 

( 7 ) A pakka tenant subject to rules made under the 
Act shall have the right to a suitable house-site free 
of charge within the village in which he holds land. 

(8) Allotment of land shall be made by auction and 
preference shall be given to Harijans and to persons 
who have less than 15 acres in their names on pakka 
tenure in the same village or to those who have no land 
on pakka tenure. Harijans shall also be given the con¬ 
cession of depositing auction money in instalments. 

With the formation of Madhya Bharat, the question of 
adopting a uniform system of settlement regarding the 
basis of assessment and its procedure has been engaging 
the attention of the Government. On the recommenda¬ 
tions of the Revenue Integration Committee it has been 
approved of by the Government that two districts may 









9«> 


be brought under settlement at a time and officers of the 
grade of Collectors appointed as Settlement Officers. 
Suitable provision for the appointment of six or more 
Assistant Settlement Officers and their subordinate staff 
according to the requirements of the area to be settled 
or resettled has also been made. The strength, qualifica¬ 
tions and The manner in which the work is to be carried 
out resembles very much the Madhya Pradesh pattern. 

While the principles regarding settlement are almost 
common everywhere, the basis of assessment would be 
a portion of the gross produce, forked out in a fair and 
equitable way according to the tJnit Value Method. The 
rates would be evolved on the basis of the productivity 
of the soils whose relativity would be co-related in “soil 
units” allotted in a factor scale and soils classified as 
far as possible according to their natural rather than 
conventional system. . 

The settlement operations would be preceded by a 
maturity' and a forecast report. The latter would invaria¬ 
bly be written by an Officer on Special Duty, who would 
be the Settlement Officer ' designate and deal with 
matters such as area, population, physical characteristics, 
administrative divisions, changes ih boundaries, com¬ 
munications, trade, cultivating classes, features of agri¬ 
cultural cattle, irrigation, expansion of cultivation, 
scheme of croppings, details of holdings, rainfall and 
outturn, prices of plough cattle, wages, indebtedness, 
economic conditions, profits of agriculture, value of land, 
rental history, general considerations for enhancement, 
its reasonableness, the basis of assessment, its effect on 
ryots and term of settlement. 

In the second stage, map-correction or denovosurvey 
operations would be undertaken and in the final stage, 
record,of rights would be framed and assessments made., 

The State, at the moment, has no statutory provisions 
corresponding to the Settlement Act, 1929 of Madhya 
Pradesh. The matter is receiving attention of the Board 
and the proposals are being formulated for the promo¬ 
tion of a suitable legislation. This would place a limit 
to enhancement in an assessment group, a mahal and 
an individual holding. 

By way of relief to agriculturists, 10 % of the fallow 
land Vyithin holding.would be charged at a rate 124 % 
less than the rate of the lowest class of the soil in the 
holding. 

The broad features of the policy of settlement would 
be to keep settlement rates at a level which would 
secure insurance against the vagaries of nature and enable 
the tenant to pay land revenue at ease without any 
hardship and also create in him a greater sense of 
security of his possession amounting to a vested interest 
and making him through his contentment prosperity and 
reserved ability to fight against famine, drought and 
pestilance and contribute substantially to the well being 
of the State for many many years to come. 

Except in Gwalior, other States had no department 
of survey and settlement. In Gwalior area, settlement 
operations were carried out according to a roster. While 
in Indore and other States the entire area was resettled 
at one and the same time. Services of trained officers 
were- generally availed of from outside and the work 
got done by them. A uniform policy, therefore, did not 
exist in the area now covered by the new State. 

The present position in regard to survey is that Aliraj- 
•pur and Jobat Tahsils were inherited, unsurveyed along 
with a few villages of Barwani, Sailana Tahsils and the 
Neemanpur tract of Dhar District. Survey operations 
were, therefore, started in these areas which are near¬ 
ing completion, which would be followed by record writ¬ 
ing, soil classification, attestation, etc. 

Out of 80 nearly 30 tahsils are overdue for settlement 
or re-settlement. A roster has now been sanctioned initi¬ 
ally for a period of 10 years according to which 6 Tahsils 
of the State, 3 in the Northern and an equal number 
in the Southern division would be brought under settle¬ 
ment at a time. The postponements had to be done partly 
because of the political changes and partly because of 
the magnitudes of the work and the non-availability of 
funds and trained personnel. While an I.A.S. officer and 
a few Assistants have been got trained under an 
experienced Madhya Pradesh officer and officers belong¬ 
ing to the Subordinate Administrative Service, are also 
being attached to the Settlement division for an inten¬ 
sive course of training in Survey and Settlement, large 
scale operations cannot be undertaken without special 
recruitment and adequate training. 

Survey and settlement operations which were started 
in Bhilsa District in the year 1944 have not yet been 
completed. With the recent appointment and training 
of the present Settlement Officer, an appreciable activity 
is noticeable. His main difficulty of an independent staff 
for settlement yet remains to be solved. The old practice 
of switching over the regular land records patwaris and 


girdawars fqr settlement work needs drastic changes in 
the present set up. With the abolition of Zamindari 
Which has respited in greater Governmental activity in 
various sectors of administration, absence of patwari 
from his halka cannot be viewed with favour. To tide 
over this 'difficulty, pending sanction of an independent 
strength for settlement work, the patwaris and their 
girdawars have been divided half and half in between 
the revenue and the settlement authorities. The practice 
though unhealthy, from the point of view of the quantum • 
of work and consequent increase of work load, has 
resulted in registering a definite progress at both ends. 

The question with regard to levelling of the disparities 
of assessment on lands settled at different times and in 
different areas under different administrations has 
been also examined closely, with a view to finding an 
appropriate solution for the transitory period pending 
the carrying out of survey and'settlement in 3 / 8 th of the 
State which has become overdue for resettlement. 
While the rates will differ from group to group, tahsil 
to tahsil, district to district, and division to division, 
their unit incidenc es could be determined and rentakpres- 
sures co-related. This would involve a large scale of 
forecasting of the 30 tahsils. From such a general fore¬ 
cast, the possibility of enhancement in these tracts 
could be gauged and enhancements made in a summary- 
fashion. Whije an experiment of the kind is not known 
to have been conducted in any part of the country, it 
however does not sound to be impossible. The other 
alternative would be to create half a dozen settlement 
divisions in the state, appoint the necessary staff; give 
them intensive course of training in survey and settle¬ 
ment, and start operations on a large scale. The cost 
likely to be incurred on the personnel so recruited would 
be recouped in three to four years after the completion 
of the operations and leave a substantial margin to the 
State-ex-Chequor. 

7 . Two statements are appended showing (i) the esti¬ 
mated expenditure, and additional income consequent 
on the abolition of Zamindari and (ii) the additional 
income and expenditure on the abolition of Jagirda^i. 

8 . Co-operative farming is altogether a new thingStor 
Madhya Bharat and progress has yet to be made in 
this direction. However, under sections 62 , 70 , 71 , 101 and 
127 of the Madhya Bharat Land Revenue and Tenancy 
Act, Samvat 2007 , suitable provision has been made in 
this behalf. 

9 . No substantial alienation of land revenue has been 
made. 


10 . The system of suspension and remission in the 
State is regulated by the Board of Revenue Circular 
No. 4 / 52 . Suspension or remission is granted at the 
times of general and local calamities like draught, hail¬ 
storm, locust etc. During the year 1952-53 owing to 
scarcity of rains in Southern districts of the State, 
suspensions to the extent of Rs. 17 , 10,877 were granted 
in land revenue in the affected areas of Nimar, Jhabua 
Dhar and Ratlam districts. Revenue thus suspended is 
not ordinarily collected until one fair harvest is reaped 
in the affected areas. 

For purposes of giving relief, the tracts are divided 
into and applied scales A & B. The scale A applies in a 
tract in which the revenue history is normal and B 
where the tract has suffered from recent crop failure 
or deterioration. The normal crops is equal to 13 -l/ 3 rd 
annas as 16 annas crop is seldom possible. The scales 
of relief are as follows:— 


•A’ Scale 

State of crop. 

(Normal 13-1/3rd annas) Degree 

of relief 

6 annas or over . . . . ' . . Nil. 

4 annas and less than six annas .... 4 

Less than 4 annas ...... All. 


‘B’ Scale 
State of crop. 


(Normal 13-1/36 annas) Degree 

of relief 

8 annas or over ...... Nil. 

Less than 8 annas and not Less than 6, annas . 4 

Less than 6 annas . . ... All. 


11 . No land cesses are levied in the State of Madhya 
Bharat except the Panchajfat Kar. 




9 1 


12 . Until recently the distinction in the levy of assess-' 
ment in land used for agricultural and non-agricultural 
purposes was not made. The system now. obtaining is 
as follows : " y 

“When once the assessment of any land has been 
accepted, the land revenue is payable unaltered for the 
period of settlement, but if any land has been appro¬ 
priated to any purpose other than that to which it was 
appropriated when the settlement was made, the land 
revenue assessment may be revised in accordance with 
the altered value of such land. 

“It should be noted that it must be demonstrated, in 
order to establish liability for revision of assessment of 
land revenue, not only that the land is used for a new 
purpose but that its value has been altered thereby. 
It should also be noted that the Madhya Bharat Revenue 
Administration and Raiyatwari Land Revenue and Ten¬ 
ancy Act, Samvat 2007 , imposes no restriction on the 
meaning of ‘land’ such as occurs in the definition given 
in section 54 (XIX) of the Act. 

“Before determining the revised land revenue it is 
necessary to determine the revised assests on which the 
revenue is based. The basis of all assessment, however, 
whether for land revenue or rent, must be the value of 
the land for the purpose for which it is used. In revising 
.the assessment of land diverted to non-agricultural pur¬ 
poses during the currency of settlement therefore Board 
of Revenue consider that the most appropriate method 
to adopt is that all such land shall be assessed in the 
same way as Government land i.e., nazul land already 
occupied which is due for re-assessment or of which the 
lease has fallen in for renewal. This pitches the level 
of the assessment at one anna in the rupee of the lease¬ 
hold value, or in other words at six pies in the rupee of 
its free-hold value and will give half the letting value. 
The figures so obtained for a particular piece of land 
may be termed “deduced assessment” of that land and 
is to be regarded as the maximum limit to the assess¬ 
ment. It need not necessarily be worked up to but should 
not be exceeded. In order to fix the actual assessment, 
this deduced assessment needs to be modified with 
reference to the income accruing or estimated to accrue 
to the h ilder from the land, to the history of the land, 
to his title over it and to the method in which he has 
acquired that title. 

“The calculation of the freehold value (the lease-hold 
value is half of the freehold value) may present some 
difficulty. If there have been auctions of nazul land of 
similar characteristics in the vicinity, it can be obtained 
from the auction premia by applying twice the average 
premium rate obtained therefrom. If there have been 
sales of such nazul or other land, freehold values can be 
calculated by adding to the amounts of the sale con¬ 
sideration the capitalized values of the rents received, 
using a multiple of 16 . If there have been no auctions 
or sales there may be leases of plot on annual payments. 
These annual payments will give freehold values by 
applying the multiples of 16 . 

“Non-agricultural land generally falls under one of 
the two broad headings according as it was before 
diversion to non-agricultural purposes : — 

(i) Land which was not occupied for cultivation e.g.. 

abadi or waste land. 

(ii) Tenants’ holdings. 

“The revised assessment of all these different classes 
of land should be arrived at in the manner prescribed 
in. 2 above, but the fixation of the revised land revenue 
will vary according to the right in which each plot is 
' held. 

“Abadi land is not included in agricultural land and 
ordinarily the land revenue, if any, on the abadi site will 
have been included at settlement in the siwai assess¬ 
ment: Generally, therefore, any lease of an abadi plot 
during settlement should be ignored. It is possible, how¬ 
ever, that a plot may during settlement be diverted 
from residential to industrial purposes and revision of 
the land revenue assessment on it will then be permis¬ 
sible udder section 108 (i) of the Madhya Bharat Reve¬ 
nue Administration and Raiyatwari Land Revenue and 
Tenancy Act, Samvat 2007 . In such cases the procedure 
should be as indicated above. 

“Raiyatwari holdings require special treatment. If any 
raiyat contravenes any of the provisions incorporated in 
Chapter VI of the Madhya Bharat Revenue Administra¬ 
tion and Raiyatwari Land Revenue and Tenancy Act, 
Samvat 2007 , which regulates his tenure, the Revenue 
Officers shall be empowered to resume the whole or 
any part of his holdings (Sections 81 , 88, 89 , 90 & 100 of 
the above Act). 

“In case a pakka tenant, in contravantion to section 
55 , uses land for non-agricultural purposes, and the Col¬ 
lector in lieu of resumption, imposes fine on such a ten¬ 
ant under section 81 , thft assessment on such land shall 
be fixed as provided by Section 101 (i). 

12—2 T. E. Com. 


“Cases sometimes arise in which agricultural land is 
vested in local bodies for use as markets, cart stands 
and purposes of a similar nature not involving the use 
of the land for building purposes. When income is deriv¬ 
ed from the use of the land it is usual for Government 
to impose a ground rent, and in such cases the rent 
should be calculated on an acreage basis taking into 
consideration the importance of the town, the usual 
value of non-agricultural land in the locality, and the 
income derived by the local body from the land. $uch 
rates as a rule vary , between Rs. 30 and Rs. 5 per acre.” 


13 . Before the formation of Madhya Bharat different 
system of land revenue administration prevailed in the 
various covenanting States. With a view to bringing 
uniformity in the administration Madhya Bharat hand 
Revenue and Tenancy Act, Samvat 2007 was enacted. 
According to it the unit of administration is a district 
placed to charge of a Collector. The village adminiitra- 
tion is enforced through Patel, Patwari and the Balai 
(village servant). A patel and a Balai is appointed for 
each village. A group of villages combined together 
form a ‘halka’, is placed under a Patwari who maintains 
land records of these villages. The duties of the Eatel 
have been defined in the rules made under section!; 135 
of Land Revenue and Tenancy Act. Their main function 
consists of collection of land revenue for which they 
are being paid at present a commission at the rate of 
Rs. 3 - 2-0 per hundred rupees of the land revenue [col¬ 
lected by them. 

Several Patwari halkas (generally 25 ) combined to¬ 
gether form a circle and placed under the charge pf a 
Girdawar Kanungo (Revenue Inspector). 

The land revenue administration of the State from 
the village level upwards is as below : 

Patel-Patwari 

'V 

Revenue Inspector 

V 

Naib-Tahsildar 

. y 

Tahsildar 

V 

Sub-divisional Officer 

V 

Collector 

V 

Commissioner 

V 

Board of Revenue 

V 

Government. 


There are 16 districts, 5 independent sub-divisions. 80 
tahsils and 22 Tappas in the State. Formerly there {were 
3 Commissioners’ divisions viz., Gwalior, Indore! and 
Ujjain. But as a result of the recommendation of the 
Revenue Integration Committee, Ujjain division] has 
been abolished. According to the new set up which is 
on the lines of C. P. Land Revenue Administration,! Sub- 
Divisional System has been introduced according to 
which each Tahsil is a Sub-division and 2 to 3 Tahsils 
are placed under one Sub-Divisional Officer. 


The Board of Revenue is the chief Revenue Autho¬ 
rity. It consists of two members, one Senior and the 
other Junior Member. 


Subject to the general control of the Government, the 
Board is the highest authority in matters connected with 
(i) Land Revenue, (ii) District Treasuries anct Sub- 
Treasuries, (iii) Land Records, (iv) Settlement, and (v) 
Stamp. 

The Board is also the appointing authority for Sub¬ 
ordinate Administrative Service and Controls the Sub¬ 
ordinate and inferior services in ‘ Settlement! Land 
Records and Stamp Departments. 


The Board may be consulted by Government in all 
matters of high policy concerning irrigation and forest 
and matters regarding legislation affecting the [Revenue 
of the State. 


There is no hereditary staff anywhere in the State. 
The question of the abolition of the commissioners is 
not being contemplated at the present juncture in view 
of the infancy of the State and less experienced district 
officers. 


The cost of administration cannot be co-related with 
the land revenue receipts as the object of settling up a 
machinery of administration in a district is not purely 
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to collect land revenue, it has multifarious duties to 
perform, in all fields of Governmental activity including 
law and order, Excise, Nation building activities, educa¬ 
tion, health, co-operative agriculture, development, pan- 
chayats, etc. 


14 With regard to the appeals by assessees according 
to sections 35 and 36 of the Land Revenue and Tenancy 
Act only two appeals have been provided, one against 
the original order to the Superior appellate court and 
the second appeal to the Commissioner or the Settle- 
meiit Commissioner from the appellate decision of the 
Collector, Deputy Collector or the Settlement Officer as 
the case may be and to the Board of Revenue from an 
appellate decision of the Commissioner, Settlement Com- 
misioner. 


15 . The arrears during the past years have been as 
under :— 

1950- 51 • . ..26,09,150 

1951- 52.28,51,044 

1952 - 53 • ..48.77,700 

(includes 
suspension 
of Rs. 
17,10,877). 

The arrears could largely be traced to the occurence 
of local or widespread famines or other calamities. To 
afford relief, the Government suspends or remits whole 
or part of the instalment of land revenue as the case 
may be in accordance with definite procedure laid down 
in that behalf under Circular 4/52 referred to above 
in paragaraph No. 10 . 

16 . Nothing in particular. 


Statement showing the Estimated Expenditure and Additional Income Consequent on the Abolition of 

Zamindaris XX in Madhya Bharat. 


Amounts Payablelto Proprietors 




Year 

Amount of 
compensation 

Amount of inte¬ 
rest at 2j% 
per annum 

Amount of 
Rehabilitation 
Grant 

Total amount 
to be paid 

Estimated 

additional 

Income 

Excess ( 4 -) 
or Deficit(—) 

« 95 f -52 



. 

... 

... 

... 

35,00,000 

+35,00,000 

195**53 



. 62,00,000 

8,52,000 

2,43,00,000 

3,13,52,000 

73 , 5 °, 000 

—2,40,02,000 

1 951*54 



. 62,00,000 

8,52,000 

13,00,000 

83,52,000 

76,50,000 

—7,02,000 

' 95**55 



62,00,000 

8,52,000 

13,00,000 

83,52,000 

79 , 5 °,° 00 

—4,02,000 

■955*56 



62,00,000 

8,52,000 

13,00,000 

83,52,000 

82,00,000 

—1,52,000 

' 95 f -57 



. 62,00,000 

8,52,000 

13,00,000 

83,52,000 

84,50,000 

+98,000 

' 95 H 8 



. 62,00,000 

8,52,000 

13,00,000 

83,52,000 

87,00,000 

+3,48,000 

' 95**59 



62,00,000 

8,52,000 

13,00,000 

83,52,000 

89,50,000 

+5,98,000 

1959-60 



. 62,00,000 

8,52,000 

13,00,000 

83,52,000 

92,00,000 

+8,48,000 

1960-61 



. 62,00,000 

8,52,000 

13,00,000 

83,52,000 

94,50,000 

+10,98,000 

1961-62 

, t 

• 


. . 62,00,000 

8,52,000 

13,00,000 

82,52,000 

97,00,000 

+13,48,000 




6,20,00,000 

85,20,000 

3,60,00,000 

10,65,20,000 

8,91,00,000 

—2,52,58,000 


+ 78,38,000 
—1,74,20,000 


Statement showing the Additional Income and Expenditure to State Government consequent on the Abo¬ 
lition of Jagirdari. 


Gross Annual 
Income 

Annual Tanka Deductions @ I2j% 
for collection and 
management 

Net additional 
Income 
«—( 2 + 3 ) 

Annual compensa¬ 
tion to be paid 
to Jagirdars 

Annual interest* 

Net saving to 
Government 

4 ( 5 + 6 ) 

I * 

2 

3 

4 

5 

6 

7 

80,00,000 

12,40,000 

10,00,000 

57,60,000 

38,90,000 

5 , 34 > 9 00 

i 3 , 35 ,ioo 


*Th<t total interest at 2}% for the period of ten years has been worked out at Rs. 53, 48,900 and it is proposed to spread the payment over 10 years by making equal 
annual 1 payments of Rs. 5,34,900. 

Non u—In the past Jagirdars were required to maintain public utility services like Schools, Hospitals etc. and public works like roads, tanks and buildings, etc. in the 
J agir areas at their own cost. After the resumption of the Jagirs the expenditure will, however, be borne the State. 










MEMORANDUM IV 

Notes on Individual Taxes 

SALES TAX 


Section I— Factual.Background 

Introduction 

The Madhya Bharat Government introduced Sales-tax 
with a view to covering up the loss of revenue from 
inter-State transit duty (which existed in almost all the 
covenanting States and which was one of the most im¬ 
portant sources of revenue) which is required to be 
abolished under the Federal Financial Integration Agree? 
ment which was entered into between the Government 
of India on the one hand and the Government of 
Madhya Bharat on the other under Article 306 of the 
Constitution. The relevant clause of the Agreement is 
as follows : 


“The gradual abolition of internal land customs duties 
may extend over more than three years; but it should 
not, in any case, extend beyond five years, or the year 
in which the yield from sales tax is Rupees Two Crores 
whichever is earlier,” 


Sales Tax was levied in Madhya Bharat by an Act 
of the Legislature, namely, Madhya Bharat Sales Tax 
Act No. 30 of 1950 . A copy of the Act and the rules 
framed thereunder, as amended up-to-date, along with 
a copy of Sales-tax Schedule is appended to this note. 


The Madhya Bharat Sales-tax is not a general sales- 
tax but is a tax on sales of articles notified by the 
Government from time to time. It is, moreover, single 
point tax and is levied at the stage of sale by manu¬ 
facturers and/or importer on sales to other dealer's or 
consumers in the State. In all cases the tax is levied 
on taxable turnover in respect of sales or supplies of 
goods. The Act has become effective from 1 - 5 - 1950 . The 
rate of tax and the point of sale of goods at which tax 
is payable is notified by Government under Section 5 
of the Act. 


Main features of the Act 

The Madhya Bharat Sales Tax Act has certain pecu¬ 
liar features. One of them is that provision has been 
made for taxing sales in fairs and exhibitions. In this 
case the limit of turnover is Rs. 450 per mensem instead 
of Rs. 5,000 per mensem. 


Another feature was the provision of giving rebate of 
sales tax for the year 1950-51 to avoid double taxation 
of goods imported and on which inter-State transit 
duty was paid prior to 1 st May 1950 . 


Amendments 

The Madhya Bharat Sales Tax Act, 1950 , has thrice 
been amended, so far. The first two Amendments were 
made to remedy some of the defects of law in the ori¬ 
ginal Act. The third Amendment, however, was made 
for taxing sales of goods made by dealers outside 
Madhya Bharat and delivered in Madhya Bharat for 
purposes of consumption in this State. This amend¬ 
ment was passed with a view to bring the Sales Tax 
in conformity with Article 286 of the Constitution. 
Under this amendment Explanation to Article 286 (1) 
has been added as Explanation II to the definition of 
‘Sale’ which in turn has resulted in bringing dealers 
residing outside Madhya Bharat and selling goods to 
consumers in Madhya Bharat directly' at par with 
dealers residing in Madhya Bharat. 

Rates of Levy 

Section 5 of the Act prescribed maximum and mini¬ 
mum of rates of Sales Tax at Rs. 6 - 4-0 per cent and 
Rs. 1 - 9-0 per cent, respectively. In case of special class 
of goods the Government have been empowered to levy 
tax upto Rs. 12 - 8-0 per cent. At the time of introduction 
of sales tax the rates of Sales Tax were generally the 
same at which the Import Customs Duty was levied; 
but, the rates were subsequently reduced to relieve the 
burden of taxation. Necessities of life are either exempt¬ 
ed absolutely or are taxed at a very low rate of Rs. 1 - 9-0 
per cent while goods of general nature are taxed at 
the rate of Rs. 3 - 2-0 per cent. Luxury goods and goods 
of special classes are, Jowever, taxed at Rs. 6 - 4-0 per 
cent. Foreign Liquor and Indian made Foreign Liquor 
is taxed at the highest rate of Rs. 12 - 8-0 per cent. A 
copy of up-to-date Rate Schedule is given at Appendix 


Incidence of Taxation 

Every importer of goods or manufacturer, whose turn¬ 
over in the previous year exceeds Rs. 5,000 p. a. 
is under section 3 of the Act liable to pay tax to the 
Government on the sales of taxable turnover. Any other 
dealer who does not belong to either of the above cate¬ 
gories is not liable to pay tax unless his turnover in 
the previous year regarding specific goods exceeds 
Rs. 12,000 p. a. Provision has also been made about 
compulsory licensing and registration of dealers liable 
to tax under Section 6 of the Act and dealers liable to 
tax are prohibited to carry on -business unless they get 
themselves licensed or registered as the case may be. 

Exemptions 

Under Section 4 ( 2 ) of the Act, the Legislature has 
prescribed a Schedule of Goods on which no Sales Tax 
is to be levied. This Schedule is appended to the Act 
itself. Besides this, sub-secfion ( 3 ) of section 4 autho¬ 
rises Government to exempt any goods or class of goods, 
any person or class of persons, on such conditions and 
' fees as may be necessary. The Government in exercise 
of these powers, have granted certain exemptions, a 
list of which is appended at Annexure ‘B’. 

Administrative Set-up 

At the Secretariat level, Sales Tax is administered 
by the Separate Revenue Department under the Finlnce 
Department. The Act is administered by the Comahis- 
sioner, Sales Tax, who is the Head of the Department 
and is also the Commissioner for Customs and Exfcise. 
The Sales Tax Organisation has been integrated tilth 
the Excise Department on the lines of Madhya Pradesh. 
The whole of the State, is divided into eleven Regional 
Units for purposes of Sales Tax, each Unit being in 
charge of a District Officer. In the case of four impor¬ 
tant districts (Gwalior, Indor, Ujjain and Ratlam)- the 
charge is under a whole-time Sales Tax Officer and in 
the case of the remaining 7 Districts the charge is held 
by the District Excise Officer who also performs the 
duties of the Sales Tax Officer. The administration of 
the Sales Tax Act and the. collection of Sales Tax is 
done by these Sales Tax Officers. The Commissioner is 
assisted by one Assistant Commissioner who is attach¬ 
ed to the Headquarters of Commissioner. He is alsd the 
Inspecting Assistant Commissioner for the Sales Tax 
Organisation of the whole State. For appellate work, 
there is a separate authority prescribed under the Rules 
designated as a ‘Judge, Sales Tax Appeals’. 

(i) Assessment .—Every dealer liable to pay tax has 
to submit his Quarterly returns of turnover within four 
weeks of the end of Quarter to which they relate i* the 
prescribed form called Form I. Importers of goods are 
also required to file their Quarterly Statements of Im¬ 
ports in Form II. Provision has also been made in the 
Act for assessment to the best of judgment if dealers 
do not submit returns for any Quarter or file incorrect' 
returns to the Assessing Authorities. Final assessment, 
in normal cases, is made after the returns for all the 
four quarters become due. Detailed provision has been 
made in this connection under Section 8 of the Act. 

(Ii) Appeal and Revision .—An appeal against the order 
of assessment as also against an order of penalty 
or an order declining refund lies before the Judge, 
Sales Tax Appeals. The appeal has to be filed 
withm 60 days from the date of the receipt of Notice 
of Demand. A pre-payment of full amount of tax is a 
condition precedent to the filing of an appeal. No second 
appeal is provided for and a dealer may go in revision 
against the orders of the Appellate Authorities or 
against the orders of Assessing Authorities within six 
months of the date of the said order before the Revisio¬ 
nary Authority, who is the Commissioner of Sales Tax 
as prescribed under the Act. The Commissioner has also 
been vested with the powers of revising any order stto 
motu or on being moved by a assessing authority. To 
meet the ends of justice a reference to High Court on 
points of law only also been provided vide Section 13 
of the Act. 

(iii) Collection.—The payment of tax has been made 
obligatory for assessees before filing returns to the 
Sales Tax Officers every quarter, since a provision has 
been made under Section 7 ( 2 ) to attach the Treasury 
Receipt in respect of the payment of the full amount 
of tax due along with the returns. The Sales Tax Offi¬ 
cer has been provided as not to take account of any 
return filed in case it is not accompanied by the 
■ Treasury Receipt. Thus, all the tax due as per returns 
Is paid by the dealers themselves in the Treasury direct¬ 
ly. If any balance is found to be due from the asses¬ 
sees at the time of assessment, a Notice of Demand for 
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balance of the amount due is issued along with the 
assessment. Arrears of tax, if any, are, however, re¬ 
coverable as arrears of land revenue under Section 
9(3) of the Act. 

Receipts and Expenditure 

The total income from Sales Tax since it was intro¬ 
duced and the total expenditure therefore are as 
under :— 


(In lakhs of rupees) 



Year 

Receipts Expenditure 

i95<Hi 


43-01 

1-32 

1951-53 


93’2i 

1-92 

1952-53 


100-86 


•953*54 


. « 120*00 
(Revised 

Estimates) 


Measures to Check Evasions 

It was observed from experience that on account of 
difference in rates of Sales Tax on certain commodities 
in Madhya Bharat as compared with the neighbouring 
States, there was a growing tendency of smuggling of 
goods in this State, consequently resulting in large scale 
evasions of this Tax. This type of evasion was noticeable 
in case of Vegetable Ghee (Hydrogenated Oil) on which 
Sales Tax was levied at the rate of Rs. 12-8-0 per cent, 
in the beginning. The rate of Sales Tax had, therefore, 
to be reduced on this article to Rs. 6-4-0 per-cent. Other 
step taken to stop evasion is that existing customs posts 
on the boundaries of the State were authorised to check 
the goods entering the State territory. All dealers im¬ 
porting goods in the State on which there is Sales Tax 
are required, by an administrative order, to fill in a 
Declaration Form giving their names, addresses, Sales 
Tax Licence Numbers, as also the quality and price of 
goods as imported by them. These declarations are for¬ 
warded by Customs Authorities to the Sales Tax Offi¬ 
cers of the Districts, where they are kept on the file of 
the concerning assessees for inspection of the statement 
of imports as filed by him every quarter under Rule 
10 of the Sales Tax Rules. The Department has, more¬ 
over, introduced the system of Information Slips and 
Exchange of Information by Sales Tax Officers with 
the help of these slips on the lines of Indian Income 
Tax. This has also, in turn, helped the Department consi¬ 
derably in checking evasions. The Amendment Act No. 
Ill in the Madhya Bharat Sales Tax Act.as passed by 
the Madhya Bharat Legislature, and has already refer¬ 
red to earlier, will also go a long way in checking eva¬ 
sions in respect of goods sold by dealers residing outside 
Madhya Bharat directly to consumers in this State after 
a machinery is set up in the State. 

Section II— Replies to Questions 


Question No. 125. 

(i) (a) In the opinion of the State Government Sales 
Tax should not be extended to the Services because the 
type of service'is related to professions and the profes¬ 
sions are taxable separately under Item 60—Schedule 
VII—Slate List, provided that if no professional tax is 
levied in the State then Services may be taxed. If the 
Sales Tax is extended here there will be double taxa¬ 
tion which must be avoided. 

(b) The tax on service charges for both services and 
goods in general is likely to be complicated. But on an 
ad hoc basis Sales Tax can be charged on hotel bills 
for commodities which are not independently liable to 
Sales Tax. For example, Sales Tax can be charged on 
a simple meal or drinks such as soft drinks and hot 
drinks but in this case there must be a minimum amount 
which should be exempted from this tax, in view of 
the principle underlying the Essential Goods Supplies 
Act. 

(ii) Stock exchanges and futures markets. —Sales-tax 
should be extended to transactions of sale or purchase 
in stock exchange and futures markets inasmuch as in 
the ultimate analysis there is not much difference bet¬ 
ween this type of transactions from transactions which 
are liable to Sales-tax at present with the only difference 
that in many cases the goods actually do not move. 

The administrative control of stock exchanges is that 
of the Centre being an item under the Union List, (Item 
No. 90 in List I of seventh Schedule and, therefore, any 
administrative set-up by the State is out of the question. 


Even supposing the Constitution is amended it will 
create other administrative difficulties such as unifor¬ 
mity of the tax and that of collection of the tax. There¬ 
fore, the tax may be collected by the Centre and dis¬ 
tributed to the States in the same manner as Income- 
tax is collected by the Centre and distributed to the 
States. In addition to the above tax, the State may 
also be permitted to register the dealers in the State and 
to levy registration fee the rate of which may vary from 
commodity to commodity. In the absence of data it is 
difficult to calculate the estimate of income from Sales- 
tax on transactions in stock exchanges and futures mar¬ 
kets. The registration fee, however, collected in the 
State on account of registration of cotton, silver, gold 
and oil seed contracts is as follows : — 



Rs. 

•949-50 . 

1 , 98,053 

i95 0 -5• . 

1 , 16,080 

1951-52 . ■ • 

1 , 15,903 

•952-53 . 

78,000 

•953-54 • 

78,800 

Question No. 126. 



It is not desirable to levy a tax on sale of newspapers 
inasmuch as there is every possibility of the tax being 
passed on to the ultimate consumer which in theory 
means a tax on information and is, therefore, likely 
to affect adversely the growth of dissemination of infor¬ 
mation in the country. Newspapers must be made as 
cheap as possible so that they may be available to the 
masses at the lowest possible price. Any tax on the sale 
of newspapers, therefore, is likely to increase their 
price and this will not be in the best interests of the 
country. 

The levy of taxes on advertisements stands, however, 
on a different footing. An advertisement is meant for 
promoting trade and business activities and is, therefore, 
likely to yield greater income or profit to the advertiser. 

The tax when levied will be passed on to the advertiser. 

Item 55 of State List II of the Seventh Schedule gives 
power to the State to levy tax on advertisements other 
than those published in newspapers. If it is decided 
that a tax should be levied on advertisements it will 
be necessary for uniformity of control that a tax on 
advertisements in newspapers and other advertisements 
should be controlled by a single authority. For unifor¬ 
mity of rates and ease of collection it will be only pro¬ 
per that the tax is collected by the Central and distri¬ 
buted to the States. 

The only exemption from the tax should be in the 
case of un-employed men advertising for seeking em¬ 
ployment. 

All other forms of advertisements should be liable to 
tax. As regards the rates of tax, the matter requires 
deeper consideration and collection of data such as 
rates of classified and special advertisements in the 
various types of newspapers. 

Advertisements other than those appearing in news¬ 
papers may be taxed. The question requires deeper con¬ 
sideration in respect of the various types of advertise¬ 
ments such as posters, handbills, moving cars, mobile 
vans or units, etc. Generally it will be best to relate 
the rate of tax to the total expenditure incurred on 
advertisements by any concern inasmuch as the total 
expenditure incurred by a concern on advertisements 
determines the taxable capacity of the advertiser. On 
an ad hoc basis a reasonable rate would be 6 J% of the 
total expenditure incurred. 

Question No. 127. 

The only function which Sales-tax performs in the 
country’s system of taxation is to yield revenue to the 
State according to the needs of that State on the one 
hand and according to rates found convenient for that 
State. The system.of Sales-tax, that is to say single 
point or multiple point, varies from State to State. On 
the whole, however, in the ultimate analysis it may be 
said that Sales-tax is levied in the various States for 
fiscal purposes. And if the receipts of a State from 
source can be guaranteed under the above system, that is 
to say, by increasing the excise duty, octroi duty and 
customs duty for the three categories of goods sold 
in a State, there will be no objection to do so. To what 
degree the above system will be flexible enough to 
compare with the existing flexibility of the Sales-tax, 
however, is not clear but assuming that the flexibility 
will remain there is no objection to the system proposed. M 

At present excise and customs duties are Central sub¬ 
jects and octroi is a State subject. The last item in 
almost all the States has been allocated to the Local- 
Self Government. In other words, the receipts from 
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oqtroi do not form part of the Consolidated Fund of the 
States, but are a source of municipal revenue. According 
to the above proposal the octroi duty will have to be 
increased to make up the loss of revenue from Sales- 
tax. A part of the enhanced revenue from octroi will 
have to be given to the municipality to make up its 
loss of revenue if the collection of the octroi is made 
by the State. The basis on which the municipality will 
have to be given its share of the enhanced octroi so 
collected may have to be the actual collection of octroi 
in a municipality in the previous year. The amount 
payable to the municipality in any year will be to 
the extent of the amount which will be calculated on the 
basis of the municipal octroi rate. For example, let us 
suppose the municipal octroi rate is ‘a’ annas in the 
rupee and the enhancement which may be made in lieu 
of Sales-tax will be ‘b’ annas in the rupee. The total 
octroi rate will be a 4- b. The yield in any year will be 
divided for payment to the municipality in the propor¬ 
tion of a :b. There is another view of the matter. Sales- 
tax can have a better scope in regulating community 
consumption of certain goods. 

As regards the first item, namely, excise duty, it 
may be that the Central Government may have to levy 
excise duty on goods which are not at present liable to 
this duty in order to bring within its purview such 
commodities which are liable to Sales-tax but are not 
covered at present by excise duty. 

The Centre will then, according to the above scheme, 
have to maintain accounts in respect of the amounts 
payable to the various States for goods imported from 
abroad and also for commodities which are covered or 
will be covered by Central excise duty. 


Question No. 128. 

(a) We agree. 

(b) No other articles. 


Question No. 129. 

(1) (i) No. This Government has levied Single point 
tax at the importers’ or wholesalers’ end. 

(ii) The State Government is still considering the 
advisability of adopting multiple point sales tax but 
they have not yet come to any conclusion about it. The 
experience of the State Government in respect of the 
single point sales tax is as follows : — 

It has the following advantages:— 

( 1 ) that the number of assessees is necessarily less, 

( 2 ) there is administrative ease and convenience in 
the matter of assessment, e.fl., levy, demand and 
collection, 

(3) administratively it is less expensive, 

(4) It is less inconvenient to industrialists and 
traders. 

But it has certain disadvantages : — 

( 1 ) due to high rate more chances of evasion, 

( 2 ) manufacturers are tempted to import raw mate¬ 
rials and other stores directly to avoid tax 
legally, 

(3) yields less revenue. 

(iii) No. 

(2) Multiple point Sales Tax. 


Question No. 130. 

Since the Government are considering the question of 
multiple point sales tax, their tentative views are as 
.follows : 

(i) Yes. List of articles for which there should be 
special rates of levy, higher than the ordinary rate, is 
as follows : — 

1. (i) Motor vehicles including motor cars, motor 
tax cabs, motor cycles and cycle combinations, 
motor scooters, motoretters, motor omnibuses 
motor vans and motor lorries. 

(ii) Chassis of motor vehicles. 

(iii) Articles (including rubber and , other tyers and 
tubes and batteries) adopted for use as parts 
and accessories of motor vehicles not being 


such articles as are ordinarily used also for 
other purposes than as parts or accessories of 
motor vehicles. 

2. Refrigerators and air-conditioning plants and 

parts thereof. 

3. Wireless reception instruments, and apparatus 

and component parts thereof including all ele- 
trical valves, accumulators, ampliflres and loud 
speakers which are not specially designed for 
purposes other than wireless reception. 

4. Cinematographic, photographic and other came¬ 

ras, projectors and enlargers and films, plates, 
paper and cloth required for use therewith. 

5. Binoculars and opera glasses. 

6. Perfumery, cosmetic and toilet articles, except 

soaps and other articles as may be specified 
by the Provincial Government by notification 
in the. official Gazette. 

7. Silk tncluding artificial silk and all silk goods. 

8. Fountain pens, stylograph pens and propelling 

pencils. 

9. All clocks, time-pieces and watches and parts 
thereof. 

10. Pile carpets. 

11. Gramophones, radio-gramophones and component 

parts thereof and records. 

12. All arms including rifles, revolvers, pistols and 

ammunition for the sarri^ 

13. Jewellery, precious stones, unset precious stones 
and pearls, real and cultured. 

14. Upholstered furniture. 

15. Articles made of ivory, sandal wood or black- 

wood or inlaid therewith, ornamental metalware 
with enamalled or carved and gold and Silver 
filigree. 

16. Iron and steel safes, almirahs and furniture. 

17. Glassware, Chinaware and domestic pottery ex¬ 

cluding earthenware pottery. 

18. Table cutlery, including knives, forks and spoons. 

19. Tabulating, calculating, indexing or card punch¬ 

ing machines and Adrema machines. 

20. Dictaphone and other similar apparatus for 

recording or reproducing sound and parts and 
accessories thereef. 

21. Domestic electrical appliances other than tor¬ 

ches, torch cells, filament lighting bulbs and 
fans. 

22. All fabrics containing any material of gold, silver 
or gilded metal whether knitted, woven or 
embroidered and thread Zari, or other embroi¬ 
dery material of gold, silver or gilded metal. 

23. All fabrics and articles for personal wear in 

which the combined weight of silk, artificial 
silk and synthetic fibre used in more than 50%. 

24. Woollen goods except those exempted. 

25. Furs and skins (other than those of cattle, sheep 

and goats) and articles of personal or domestic 
use made therefrom. 

26. Ladies (handbags) and vanity bags. 

27. Shoes and footwear sold at a- rate not less than 

rupees fifteen per pair. 

28. Spirits of wine, rectified spirit, brandy, whisky, 

rum, gin, gingerale, grape liquor and malt 
liquor, whether manufactured in India or im¬ 
ported into India from outside. 

29. Cigarette cases and lighters. 

30. Fireworks. 

(ii) Yes. Such articles should be cloth, sugar, methelat- 
ed spirit, soap, hair oils, ready-made cloths, food pro¬ 
ducts like Com Flakes, Oats, Barley, Sago etc., tea and 
Coffee and bidis. 

(iii) The articles which should be exempted altogether 
are as given in the schedule of Essential Goods (Declara¬ 
tion and Regulation of Tax on Sale of Purchase) Act. 
Exemption may also be given to such raw materials as 
are essential for promoting various cottage industries. 
The main principle underlying exemptions should be 
that commodities which are essential for sustenance of 
the human life and for common daily use by the poorer 
class should not be subject to any tax. 
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Question No. 131. 

(i) There should be uniformity regarding the system 
of Sales Tax in the country. As regards the rates and 
exemptions they are bound to vary from State to State 
according to the fiscal needs and the ability of the tax 
payers of each State. Uniformity in the matU\ of Sales 
Tax is particularly called for in view of ttv recent 
judgment of the Supreme Court in respect of Article 
286 of the Constitution. It is equally necessary to avoid 
double taxation for taxing the evasion in the matter of 
Inter-State transactions 

(ii) The State Government would suggest that the 
above may be brought about by Central legislation pro¬ 
moted at the instance of an agreed formula of majority 
of the State or by a Constitutional amendment, if neces¬ 
sary. 

Question No. 132. 

(i) To a very great extent uniformity has been achiev¬ 
ed in regard to the exemption in favour of the goods 
essential for the life of the community [under clause 
(3) of Article 286 of the Constitution]. 

(ii) No. 

Question No. 133. 

The difficulty mainly arises in connection with the 
articles to be sold outside the State or those that enter 
inter-state commerce, which under Article 286 cannot 
be taxed. The restriction here is in respect of the tax 
on sale of purchase. Therefore, the solution lies in the 
imposition of a tax on purchase of goods which are 
meant for going out of the State or inter-state com¬ 
merce arising out of Explanation II under Article 286 
(1) (a) of the Constitution. 

Question No. 134. 

In the opinion of the State Government, lack of the 
uniformity is responsible for raising barriers in inter¬ 
state commerce. That is why it has been suggested that 
the system of taxation should be made uniform by the 
Central legislation. 

Question No. 135. 

(a) (i) The features of importance connected with the 
system of levy of State excises have been dealt with in 
elaborate details in Section I of this Note. The position 
in other States is more or less the same as in Madhya 
Bharat. Only the rates of duties differ according to 
the local conditions. But the idea of having uniform 
rates in all the States is not feasible as the mam con¬ 
sideration in the fixation of the rates is the purchasing 
capacity of the consumers and the local conditions 
relating to respect for law by, the public, general stan¬ 
dard of moralty of the people and facilities for illicit 
activities. Certainly these conditions are not similar all 
over India. 

(a) (ii) In Madhya Bharat the revenue district of 
Bhilsa has been made a dry area since December 1948. 
With the exception of Bhang all other intoxicants are 


prohibited except under medical advice to certain old 
addicts whose number too is declining year after year. 
This has resulted in a loss of about Rs. 3 lakhs per year. 
Also on the recommendation of the Government of Bom¬ 
bay, Madhya Bharat Government has closed certain 
shops situated within 5 miles from the border of Bom¬ 
bay State and it has resulted in a further loss of about 
Rs. 1,50,000 per annum. 


In this connection it may be mentioned that Madhya 
Bharat Government had appointed a committee to 
examine the progress of prohibition in Bhilsa revenue 
district and to chalk out a programme for other dis¬ 
tricts of the State. The prohibition committee has 
already submitted its report to the Government which 
is under consideration. So far as the object in enforcing 
the prohibition scheme in Bhilsa revenue district is 
concerned it may be stated that the Madhya Bharat 
Government has been trying this scheme in Bhilsa with 
the same directive principles as have now been laid 
down in Article 47 of the Constitution of India which 
reads as under: 


“47. The State shall regard the raising of the level 
of nutrition and the standard of living of its people and 
the improvement of Public health as among its primary 
duties and in particular, the State shall endeavour to 
bring about prohibition of the consumption except for 
medicinal purposes of intoxicating drinks, and of drugs 
which are injurious to health.” 


The cost of administration in Bhilsa is about Rs. 21,200 
per annum but it is held to be inadequate and the pro¬ 
hibition committee has already recommended to streng¬ 
then the executive machinery with more staff and other 
equipments for preventive and propaganda work etc. 
If they are accepted there will be a further recurring 
expenditure of Rs. 22,000 and non-recurring Rs. 20,000, 
per annum. 


(b) The rates of duty on Indian made foreign liquor 
is Rs. 43-12-0 per L. P. gallon while on country spirit 
it ranges between Rs. 12 to Rs. 28-12-8 per L. P. gallon 
in diffreent areas. The duty on spirituous medicinal 
preparations which can be used for purely medicinal 
purposes is Rs. 5 per L. P. gallon and for other medici¬ 
nal and'toilet preparations the rate of duty is Rs. 17-8-0 
per L P. gallon. As regards the tendency of the public 
to put alcoholic liquors on the market in the guise of 
medicinal preperations it may be stated that our 
annual income from medicinal preparations is about 
Rs. 23 thousand and thus the consumption is so negligi¬ 
ble as compared to the consumption of alcoholic liquors 
that it has not created any serious problem before this 
State. 

So far as co-ordination beween the Centre and State 
Governments is concerned it may be stated that the 
rates of duty on medicinal and toilet preparations men¬ 
tioned above have been fixed as per directions from 
the Central. Government. 


APPENDIX A 


Schedule of Rates of M. B. Sales Tax as Corrected Up-to 30-11-51 


Name of Goods 


Point of sale by Dealer 


Rate of Tax 


t 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 
>3 


Whisky, Brandy, Wines, Gin, Beer and such drinks 


Dealers selling directly to consumers or to 
unlicensed or unregistered dealers. 


All kinds of foods, and drinks including pickles, jams, jellies, syrups, fruit 
juices and essences sold in sealed bottles or containers. 

Chocklets, biscuits, cakes, Pepperment & Lemon drops 

Tea, Coffee, Cocoa ....... ‘ 

Ovaltine, powdermilk and other such milk products .... 

Vegetable oils of all kinds (groundnut oil, rapeseed and other seed-oils) • 

All kinds of sugar (whether crystal or not) ..... 

Denatured spirits and vinegar ....... 

Tobacco leaves, manufactured tobacco (for smoking or chewing) 

Chura for manufacturing bidis . 

Bidi.. 

Cigarettes and Cigars. 

Cement , . . . ... ; r . 


Manufacturer or Importer of goods. 

Ditto. 

Importer of goods. 

Ditto. 

Manufacturer or Importer of goods. 
Ditto. 

Ditto. 

Importer of goods. 

Ditto. 

Manufacturer or Importer of goods. 

Ditto. * 

■ Ditto. 


Rs. As. P. 
1280 

6,4 o 

640 

640 

320 

190 

640 
640 
640 
r 9 o 
320 
640 
320 
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APPENDIX A—contd. 


Name of Goods Piont of sale by Dealer Rate of Tax 


Rs. As. P. 

14 All kinds of toilet requisites including tooth brushes, tooth pastes, comb, Manufacturer or Importer of goods. 640 

hair brushes, hair oils and perfumery. # 

15 All kinds of soap ......... Ditto. 320 

16 Paints, varnishes, polish brushes, sand papers and other equipments used Ditto. 640 

for painting and varnishing including terpentine and bail oil. 

17 Colours of all kinds ......... Ditto. 320 

18 Cloth of all kinds, silken, woollen, artificial silk or made of fibres, including Ditto. 640 

woollen blankets, assan and carpets , leather cloth, waterproof cloth and 
oil cloth, Tarpoline, Rubber cloth and goods made thereof. 

19 All kinds of cotton clothes and readymade clothes including cotton blankets. Importer, manufacturer or a dealer exempted 3 2 o 

and daris. under certain conditions. 

20 Hosiery of all kinds including knitted shirts, underwears and sweater or Ditto. 320 

sweatercoats. 

21 Gota and Kinari, salma, sitara, lakcha, lace, embroidered borders and other Manufacturer or Importer of Goods. 320 

goods of the same kind. 

22 Woollen and silken yarn and yarn made of other fibres (except cotton Ditto. 320 

yam). 

23 Jute and goods made of jute or of other fibres such as sutli, munj, laces, Ditto. 640 

niwar, ropes, sewing thread including reel and pechack. 

24 Goods made of gold and silver and ornaments including studded ornaments. Importer of goods. 190 

* / 

25 Gold ahd silver wires and papers, and electroplated wires and other gold Ditto. 640 

and silver plated articles. 

26 Goods made of metal other than gold and silver or made from more than Manufacturer or Importer of goods. 320 

one metal (excluding copper, brass and aluminium circles and chaddars) 

including cutlery. * 

a JJI> If V U 'r 

27 Aeroplanes, motor cycles, motor scooters, motor boats, motor vehicles in- Importer of goods. 320 

eluding chassis and trailors and accessories thereof including tyres, tubes 
and batteries. 


28 Tricycles and bytycles and accessories -thereof including tyres and tubes . Ditto. 320 

29 Electrical goods of all kinds including bulbs . . " . . . Ditto. 640 

30 Clocks and watches of all kinds & their accessories .... Ditto. 640 

31 All kinds of fancy goods including all kinds of bags, straps of watches,.all Ditto. 640 

kinds of articles made of ivory, horns, plastic and shells, including 
buttons. 

32 Toys of all kinds. .......... Ditto. 320 

33 Pictures, stationery of all kinds including inks, pens pencils, pads, and other Manufacturer or Importer of goods. 320 

office equipments (excluding exercise books), and card-board and straw 
board used for all purposes. 

34 All kinds of sport goods ... . . . . . . . Ditto. 640 

35 Musical instruments of all kinds gramaphone, records, needles, radio Importer erf goods. 640 

gramaphones, radios and accessories thereof. 

36 Scientific apparatus of all kinds, Cameras, lences and other photographic Ditto. 640 

goods. 

37 All kinds of medicines (excluding Ayurvedic, Unani & Quinine) . . Manufacturer or Importer of goods. 320 

38 Papers (except newsprint) . .. Ditto. 320 

39 Vegetable Ghee .......... Ditto. 6 4 0 

40 Crokery, all kinds of glasses, glasswares and potteries, and goods made Ditto. 640 

thereof. 
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No. 5/VII/SR 

Government of Madhya Bharat 
SEPARATE REVENUE DEPARTMENT 
Gwalior, dated 23rd January, 1952. 

Notification 

In Exercise of the powers conferred under Section 5 
(2) of the Madhya Bharat Sales Tax Act Samvat 2007, 
the Rajpramukh has been pleased to order that the 
following articles will be liable to sales tax at the 
rates and point of sale by dealers in Madhya Bharat as 
mentioned against them with effect from 1-4-1952. 


Point of Rate of 

Name of Article sale by Tax 

dealers in per cent. 

Madhya 

Bharat 


I, Dry fruits, coconut with and without Importer 6/4/- 

shell, Makhana, Talmakhana, Ghilgoja, 
fig, Cashewnut, Apricot, Almonds, 

Pistachio, Date, Bedana, Chironji, 

Chestnut, Chhuhara, Pindkajur, etc. 

a. Agricultural machinery and implements Manufac- 3/2/- 
not used by hand or animals. turer & 

Importer. 

3. Coal, Coke and its other derivatives Importer. 3/2/- 
(excluding charcoal). 

4. Petrol and its products, Motor spirits Do. 6/4/- 
(excluding aviation petrol and kero¬ 
sene) . 


Import duty charged on the above goods under the 
existing tariff schedule will be abolished with effect from 
1-4-1952 as soon as Sales Tax is imposed. 

By Order, 

(Sd.) P. MOHAN RAU, 
Secretary, 

Separate Revenue Department. 
APPENDIX ‘B’ 

List of Goods Exempted under Section 4 (3) 0 / the 
Madhya Bharat Sales Tax Act, Samvat 2007 


SI. No. Name of Goods Notification No. 


1 Cotton cloth and hosiery sold by a manu- No. 4, dated the 

facturer or importer for direct export ex- 22nd May, 1950. 
State provided that the goods are expor¬ 
ted within the period of— 

(a) nine months from the date of sale in 
the case of cotton blankets and daris; 
and 

( 4 ) four months from the date of sale in 
the case of other goods. 

2 Cotton cloth and hosiery sold by a manu- No. 4, dated the 

facturer or importer to a registered dealer 22nd May, 1950. 

against a written declaration that such 

goods are being purchased for direct 

export ex-State provided that the goods 

sold are exported within the period of— 

(a) nine months from the date of sale in 
the case of cotton blankets and daris; 
and 

( 4 ) four months from the date of sale in 
the case of other goods. 

3 Oil sold by a licensed manufacturer or No. 4, dated the 

importer to a licensed manufacturer of 22nd May 1950. 
soaps, scented oils, paints and varnishes 
against a written declaration to the ef¬ 
fect that the goods sold shall be used in 
the manufacture of soaps, scented oils, 
paints and varnishes. 

4 Paints, varnishes and dyes sold by a licen- No. 4, dated the 

sed manufacturer or importer to a licen- 22nd May, 1950. 
sed manufacturer or printer of textiles 
against a written declaration to the ef¬ 
fect that such goods shall be used in the 
manufacturer o^ printing of textiles. 


APPENDIX B—contd. 

SI. No. Name of Goods '• Notification No. 

5 Goods sold by Military Canteen Contrac- No. 8, dated th e 

tors in Madhya Bharat to Military Per- 24th July, 1950* 
sonnel on the following conditions— 

(t) that a fee of As.4 per cent, on the turn¬ 
over shall be paid by the contractors; 

(it) that the cash and credit memos.shall be 
prepared in duplicate and the names 
of the purchasers shall be mentioned 
therein, and the duplicate copies, 
together with account books, shall 
be made available to Sales Tax Offi¬ 
cer, wherever required for inspection; 
and 

(tit) that in respect of the sales of alcoholic 
drinks such as whisky, brandy and 
other liquors and wines the signature 
of the persons to whom the goods are 
sold shall also be taken and produced 
at the time of inspection bdfore the 
sales Tax Officer. 

6 Goods exported by manufactuerrs or im- No. 9, dated the 

porters outside Madhya Bharat and nth Septem- 
within three months under the instruc- ber, 1950. 
tions of the purchasers or their agents. 

7 Oils sold by any licensed manufacturer No. 12, dated 

or importer to a licensed manufacturer the nth Sep- 
of refined oil or hydrogenated oil on tember, 1950. 
written declaration that the oil shall 
be used for the manufacturing purposes 
only. 

8 Sale of iron sheets by a licensed dealer to No. 14, dated the 

a licensed manufacturer of iron goods nth September 
on written declaration that the sheets 1950. 
shall be used only for the manufacturing 
purposes. 

9 Sale of pigments by a licensed importer or No. 15, dated the 

manufacturer to a licensed manufactu- nth Septem- 
rer of paints and varnishes on the writ- ber, 1950. 
ten declaration that such purchases 
shall be used for the manufacturing 
purposes only. 

10 Sale of such parts of brass and copperwares No. 16, dated the 

which are produced by a pressing brass 17 th October, 

and copper circles by a licensed manu- 1950. 
facturer to a licensed manufacturer of 
brass and copper wares on the follow¬ 
ing conditions— 

(») that he obtains an exemption certificate 
on payment of fee of As. 4 per cent, 
on his turnover from the prescribed 
authority; 

(it) that he submits a statement up to 
15th for the following month showing 
names of those licensed dealers to 
whom the goods were sold, giving 
particulars about the quantity and 
price of goods; and 

(Hi) that he maintains a separate account 
of the sales of goods for which Exemp¬ 
tion Certificate has been granted. 

11 Products of M/s. Jiwandas Nari Udyog Exempted under 

Shalla, Gwalior, up to the 31st March, executive orders 
1954. of the Govern¬ 

ment. 


12 Handloom products of Chanderi, Mahe- Exempted under 
shwar, Sarangpur and Shajapur up to executive orders 
the 31st March, 1954. of the Govern- 

• ment. 

STATE EXCISE 

Section I— Factual Background 

1, With a view to facilitate correct and accurate 
understanding of the position of the Excise of this State, 
it would be better to give a brief summary of their 
main feautres. According to the Constitution of India 
this Department has to deal with and collect revenue 
from certain subjects as detailed in item No. 8 and 51 
of Rule II of the seventh schedule of the Constitution 
of India. 

2. Thus the Excise administration of Madhya Bharat 
is concerned with the control and dealings (i.e., produc¬ 
tion, manufacture possession sale, etc.) in alcoholic 
liquors, opium, Indian hemp and other narcotic drugs 
and narcotics excepting that the cultivation, production 
and manufacture of opium is responsibility of the 
Union Government. Also accordirfe to article 268 of the 
Constitution of India such duties of excise on medicinal 
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and toilet preparations as are mentioned in the Union 
list are to be levied by the Government of India and 
to be collected by this department and also the pro¬ 
ceeds therefrom have been assigned to this State. For 
the execution of the subjects other than opium and 
dangerous drugs this State has its own Excise Act and 
rules. For opium and dangerous Drugs, the Opium Act 
1878 (I of 1878), Opium Act, 1857, and the Dangerous 
Drugs Act, 1930 (II of 1930) are in force. The powers to 
levy State Excises are incorporated in sections 24, 25, 26, 
27 and 68 (2) (g) of the Madhya Bharat Excise Act 
Samvat 2009 and the rules framed by the Madhya 
Bharat Government under section 5 of the Opium Act, 
1878 and sub-section 2 of Section 8 of the Dangerous 
Drugs Act, 1930. Copies of the relevant Acts and rules 
are enclosed herewith. 

3. The rates of duty and fee etc., have been dealt 
with in comprehensive and elaborate details in a succee¬ 
ding para, below. 

4. The Excise revenue of this State consists of all 
sorts of revenue derived or derivable from any duty, 
fee, tax, penalty, payment (other than a fine imposed by 
the Court of Law) or confiscation imposed or ordered 
under the provisions of the Madhya Bharat Excise Act 
Samvat 2009, Opium Act, 1878 (I of 1878), and Dan¬ 
gerous Drugs Act, 19.30 (II of 1930). The biggest portion 
of Excise income accrues from tountry liquor, next 
come Opium and Hemp Drugs. Income from Foreign 
liquor medicinal and toilet preparation etc., is small. 

5. The fundamental policy governing the State 
Excises as enunciated and followed all over India is to 
minimise consumption of excisable commodities in such 
a way that old addicts are discouraged from excessive 
use and temptations for new cohsumers are minimised. 
In the case of liquor specially it has been laid down 
that the most effective method of following this policy 
is to enhance taxation to the highest pitch possible with¬ 
out stimulating illicit production and without driving 
people to substitute deliterous drugs for alcohol. While 
it is necessary to emphasise that considerations of reve¬ 
nue are to be in sub-ordination to the promotion of 
temperance every endeavour is made to ensure as large 
a share as possible of the profits accruing from the sale 
of excisable articles. This maximum of income is 
sought to be realized from minimum of consumption. To 
achieve these ends the Excise Department adopts the 
following ways and means : — 

(a) To step up prices steadily year after year so 
that demand may decrease. 

(b) To fix the quantities of possession of these com¬ 
modities by consumers at very low rates. 

(c) To minimise the number of shops and reduce 
their business hours. 

(d) To issue liquor of standard strengths. 

(e) To prohibit sale to persons below a certain age. 

(f) To reduce the number of distilleries and give 
licences for the production of intoxication. 

(g) Award deterrent punishments to all persons 
violating excise laws and rules etc. 

(h) To keep the liquor shops closed on certain festi¬ 
vals and auspicious days throughout Madhya 
Bharat and also on pay days of labourers in 
the cities of Gwalior, Indore, Ujjain and Rat- 
lam. 

(i) Sale of charas has been totally prohibited. 

(j) To keep the prices of opium specially high and 
to prohibit the smoking of certain opium pre¬ 
parations. 

6. The above administrative features of State excises 
are the direct consequence of the fact that they are 
closely linked with intoxicants for which the pressure 
of public opinion generally and of the social reformers 
in particular have been increasing with the general 
awakening in the masses. The advent of democracy has 
now given impetus to temperance movements and pro¬ 
paganda and the Government feels compelled to accede 
to certain reforms which result in decline of Excise 
Revenue. Already there is a clear directive in the Con¬ 
stitution of India as follows :— 

“47.the State shall endeavour to bring about pro¬ 

hibition of the consumption except for medicinal pur¬ 
poses of intoxicating drinks and of drugs which are in¬ 
jurious to health." 

7. Thus State Excises are a dwindling source of reve¬ 
nue and may completely cease to exist when the State 
is in a position to follow the above directive principle 
to the maximum extent. On account of the policy of 
the Government of India to abolish totally the consump¬ 
tion of opium according to a set programme one of the 

14—2 T. E. Coram. 


very important items of this income namely duty and 
licence fee from opium, is going to finish totally by the 
end of March 1959. In Madhya Bharat the incidence of 
this taxation mostly falls on the poorer classes whose 
condition has already begun to deteriorate, this source 
of revenue has become very unstable and has a tendency 
to shrink rapidly since the last two years. 

Main features and amendments of law etc. 

8. The State of Madhya Bharat was formed by inte¬ 
grating 22 States of Central India and the administra¬ 
tive machinery of Excise Department as well as the 
Act and Rules etc., remained undisturbed for sometime 
after its inauguration in May 1948. With effect from 
15th August 1948 an Ordinance was promulgated 
under which the Excise Acts and Rules etc., of Covenant¬ 
ing States were continued as heretofore with the special 
provision that where there were no Acts and Rules, 
Gwalior State Acts and Rules were endorsed. But the 
rates of excise duties were fixed afresh for the whole 
of Madhya Bharat and they were enforced from the 
dates of expiry of the contracts given by the Covenant¬ 
ing States. Thus the system of taxation was made uni¬ 
form. The position relating to Acts and rules as laid 
down in the Ordinance continued upto the end of May 
1949 and with effect from. 1-6-1949 uniform laws viz.; 
the Madhya Bharat Excise Act Samvat 2006 and the 
Madhya Bharat Opium and Other Dangerous Drugs Act 
Samvat 2006 were enforced. As far as the rules were 
concerned the position remained as before. Only rules 
relating to excise contracts were framed under the new 
Act. On account of the enforcement of the Constitution 
of India, Opium and Dangerous Drugs Act of Madhya 
Bharat was reduced and the Opium Act, 1878, the Opium 
Act, 1857 and the Dangerous Drugs Act, 1930 of the 
Government of India were enforced. 

9. The structure of the Excise Department which was 
initially set up for Madhya Bharat was a totally separate 
machinery from top to bottom with the Excise Com¬ 
missioner as Head of the Department, and in the dis¬ 
tricts too the Excise Department was in complete isola¬ 
tion from the general administration of the District 
which is under a Collector. It was thought necessary to 
bring the Collector of the district in the picture of 
the excise administration and in order to make the Col¬ 
lector an effective head of the district Excise administra¬ 
tion, numerous modifications and changes had to be 
made in the Excise Act. The Excise Act Samvat 2006 
was therefore repealed and the Madhya Bharat Excise 
Ordinance was promulgated from 28-2-52 which was 
later on passed into Act by the Madhya Bharat Legisla¬ 
ture and enforced from 28-4-52. There are 16 revenue 
districts but for the purposes of Excise there are only 11 
districts from 1-4-1952. The Collector at the headquar¬ 
ters of the Excise district is therefore designated as the 
Collector of Excise. 

10. The following rules were also published and 
brought into force from the dates noted against them:— 

Date of 

Name of Rule enforce¬ 

ment 

t. Country spirit Rules 

а. Foreign Liquor Rules . . . . 

3. Toddy Rules ... 

4. Hemp drugs Rules ..... 

,5. Rules for the distribution of shops and grant 

oflicenses. 

б . Special Pass Rules . . . 25-9-53 

7. Distillery and Warehouse Rules 

8. Rules for the supervision and control of Bonded 
Pharmacies. 

9. Rules regulating the disposal of confiscated 
articles. 

to. Rules regulating the grant of rewards 

11. Rules regarding appeals and revisions . 25-9-53 

12. Mhowa control Rules . . . 18-3-50&2-4-53 

13. Madhya Bharat Dangerous Drugs Rules Samvat 18-4-53 
2009. 

14. Madhya Bharat Opium Rules Samvat 2009 . 11-4-53 

Rates of Levy 

4 

11. The Excise revenue may be divided into three 
main heads :— 

(1) License fee, 

(2) Duty, and 

(3) Miscellaneous. 

(1) License fee.—As no excisable commodity can be 
sold without a license, persons desiring to enter into 
this business, have to obtain license in the following 
manners : — 

(a) For the right of sale of country spirit,, opium, 
ganja and bhang the number and the location 
of shops is fixed and the right of vend at these 
shops is put to auction every year for a period 
of one year, i.e., from 1st April to 31st March. 




(b) For other articles, viz. foreign liquor etc., licenses 
are issued on payment of fixed license fees a 
list of which is shown below. 


Per Year 
Rs. 


1. Public house licences . . . . . 

2. Hotel or Refreshment room licence 

3. Off licences ....... 

4. Licences for sale of such medicated wines and spi¬ 
rits, as may be specified by the Excise Commissioner. 

5. Canteen tenant licences for regiments 

6. Canteen tenant licences for small units 

7. Canteen tenant licences for messes 

8. Licences for the sale of foreign liquor by chemists, 
druggists or other persons approved by the Collec¬ 
tor exclusively for medicinal purposes. 

9. Licence for wholesale vend of Indian made foreign 
liquor. 

10. Licences for the combined wholesale and retail sale 
of denatured spirit. 

11. Licences for the sale of spirit denatured with 
light caoutchoucine and mineral pyridine bases. 

12. Special licence for special use of denatured spirit 
by varnish makers and others. 

. 13 - Special licence for sale of spirits, denatured by 
other methods. 

14. Licences for manufacture of absolute alcohol and 
alcoholic medicines in bond. 

15. Licences for clubs ...... 


1,000 

500 

500 

25 

150 

100 

5 

10 


100 

100 

5° 

10 

10 

100 

50 


There is a concession to Military Canteens in the 
rates of duty on rum and Indian made foreign liquors 
i.e., instead of Rs. 43-12-0 per L. P. Gallon duty is being 
charged at the rate of Rs. 12-8-0 and Rs. 28-2-0 per L. P. 
gallon on rum and Indian made foreign liquor respec¬ 
tively. This concession was granted from 26-1-1952 and 
it is reported that the concession is being misused and 
fairly a large proportion of liquor issued at concessional 
rates is being consumed by persons other than Military 
personnel. The matter has been reported to the Govem- 
ment either to withdraw the concession or to fix qtiotp 
according to the average consumption of past two years. 


Administrative Set-up 

^ 13 - The department is under Finance portfolio and 
the Excise Commissioner is the Head of the Department 
to superintend the administration and the collection of 
U?e Excuse revenue. The whole of Madhya Bharat is 
divided into 11 districts for excise purposes and 
the Collectors .at the headquarters, of the excise dis- 
trict is responsible for the Excise administration of the 
district subject to the general control of the Excise 
Commissioner. The Excise Commissioner is assisted by 
an Assistant Excise Commissioner in routine work of 
the Head office and also inspection of subordinate 
offices. The Collector is- assisted by a District Excise 
Officer. The District * Excise Officer is assisted by an 
adequate number of Inspectors and Sub-Inspectors. 


(2) Duty, (a) The rates of duty for country liquor, 
opium, ganja and bhang are fixed and notified every 
year before the auctions are held and come into force 
on 1st April every year. The retail, contractors of opium, 
Ganja and bhang draw their supplies from Government 
warehouse after paying the issue price (which consists 
of the cost price of articles' and excise duty) into the 
Government treasury while those of country liquor pay 
the cost price to the distillery contractor and the duty 
at the fixed rates into the Government treasury. 

(b) As regards other excisable articles (Indian made 
foreign liquor etc.) excepting those mentioned in (a) 
above the importers are required to pay the amount of 
duty at the rate fixed into the Government treasury at 
the time of obtaining the import permit. 

12. It has been the policy of this State to step up 
rates year after year, and the chain of the enhance¬ 
ments have been rather too quick and hence the rates 
become unbearable as began to be revealed by an extra¬ 
ordinary decline in the issues of Exciseable commodities. 
The people felt tempted to procure their requirements 
through illicit means, specially because of their declin¬ 
ing purchasing power. It will not be out of place to 
mention here that since the year 1951-52 a period of 
economic instability has set in. Last World War had 
made a ladder available by whose rungs the agricul¬ 
turists class (including land-less labour in the rural 
areas) as well as the urban labour ascended towards 
greater prosperity. Not only they got rid of their age- 
old indebtedness but taking advantage of this God given 
opportunity of securing additional money they increased 
their standard of living to some extent and began to 
live a life of ease and comforts and enjoyment of 
luxuries like intoxicants etc., became more frequent. 
Although the prices of the most of the commodities and 
particularly of the food stuffs are still pretty high but 
it appears that depression has set in due to various 
national and international causes. The public has been 
compelled to shake off their sense of ease and comfort 
and be cautious enough to give up or restrict con¬ 
siderably the enjoyment of certain luxuries, intoxicants 
naturally being the top most. But an addict is prone to 
take to illicit' means if he has no money to satisfy his 
desires, and, therefore, illicit practices have become 
more profuse. The cumulative effect of all these factors 
has been a steep fall in income since the year 1951-52. 
The department, was, therefore, compelled to retrace 
its path and bring the rates down a bit in the year 
1953-54 (from 1-4-1953). 


14. So far as assessment and collection work relating 
to country liquor, opium, ganja and bhang is concerned, 
the procedure is that the contractors are required to 
prepare challans giving the details of the quantity 
required and the amount of duty chargeable thereon 
and submit the same to-the warehouse officer for check¬ 
ing. The warehouse office after satisfying himself 
regarding the correctness of the amount of duty returns 
the challan duly signed to the retail vendor for crediting 
the amount into the treasury. Similarly, the instalments 
of license fees (contract money) are deposited into the 
Government treasury on or before the fixed date for 
payment. The contractors who fail to deposit the license 
fee according to the prescribed procedure become liable 
to action according to Excise and recovery rules. 

15. So far as the remaining excisable articles (foreign 
liquor etc.) are concerned, the license fee is paid in 
advance at the time of issuing the license. As and when 
these licensees wish to import excisable articles they 
are given import permits after paying the amount of 
duty at the prescribed rates. These licenses and permits 
are generally issued by the District Excise Offices. 

16. Under the Madhya Bharat Excise Act, Opium Act 
and Dangerous Drugs Act rules have been framed for 
appeals and revisions which may be perused at pages 
113-114 of Part III of the Madhya Bharat Excise Manual, 
page 10-11 of the Opium Rules and pages 9-10 of the 
Dangerous Drugs Rules. In brief the position is as 
follows : 

“From every decision or order of a Excise Officer an 
appeal shall lie— 

(a) When such decision is made or order passed by 
any officer subordinate to the Collector, to the 
Collector; 

(b) When such decision is made or order is 
passed by the Collector, to the Excise Commis¬ 
sioner; and 

(c) When such decision is made or order is passed 
by the Excise Commissioner, to the Chief Reve¬ 
nue Authority.” 

Cost of administration 

17. A statement showing the cost of administration 
and cost of collection as compared with the receipts is 
as shown below :— 


(In lakhs of rupees) 





Year 






Cost of 
collec¬ 
tions 

Cost of 
adminis¬ 
trations 

Total 

Total 

receipts 

Percentage of 

Total 
cost of 
collec¬ 
tions 

Cost of 
collec¬ 
tions to 
receipts 

Cost of 
adminis¬ 
tration to 
receipts 




I 






2 

3 

4 

5 

6 

7 

8 

* 949-50 

• 

• 

• 



• 

• 

• 

10-56 

2 -84 

13-40 

163 -74 

6-45 

* '73 

8-28 

* 950 - 5 * 


• 

. 



■ 

• 

• 

9'55 

3-64 

* 3‘*9 

188 -32 

5-07 

* 93 

7 *oo 

195*52 

• 

-• 

■ 



• 

• 

• 

9'36 

*'94 

11 -30 

183 -02 

5 '* * 

1 06 

6 -17 

* 952-53 


* 

* 



- 

• 

• 

*o -39 

3-42 

13 '81 

*53 '27 

#•76 

2-23 

7-90 




» 

* 


f 


< 




f 

■** 
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Hie above statement will clarify the position for the 
period from the year 1949-50 to 1952-53. Information 
prior to 1949-50 cannot be given as the Madhya Bharat 
was formed in the middle of 1948. Although an attempt 
has been made to bifurcate the total budget of expendi¬ 
ture into two heads (a) cost of administration and (b) 
cost of collection, as desired, but it must be admitted 
that it is not possible to arrive at any exact figures 
because the work relating to administration and col¬ 
lection is a combined affair in this Department and 
every officer has to do both types of works at some stage 
or the other. 

18. As regards the steps taken to improve efficiency 
it may be stated that ever since the formation of this 
new State continuous efforts have been made to make 
the executive machinery of the department an efficient 
organisation from the point of economy also necessary 
steps have been taken from time to time by reducing 
the staff wherever possible. After the formation of 
Madhya Bharat in 1948 the numerous Commissioners’ 
Offices in the Covenanting States and other subordinate 
offices were abolished and a new structure having only 
16 district offices, 3 divisional offices and one Commis¬ 
sioner’s office was established from February 1949. 
Again after an experience of about 3 years the depart¬ 
ment reorganised its machinery and set up a structure 
in which there are only 11 district offices and one Com¬ 
missioner’s office. Further it has reduced the number 
of distilleries and warehouses to effect further economy 
in the expenditure. The Excise Department of Madhya 
Bharat has thus always made incessant efforts to eco¬ 
nomise its expenditure and bringing down to as low a 
percentage as possible. The percentage is as under :— 

Percentage of Ex- 
Year penditure to Income 

8-28 

. . . . 7*00 

. . . . 6 1 17 

- 7’9o 


1949 - 50 

1950- 51 

1951- 52 

1952- 53 


19. As Madhya Bharat was formed by integrating 22 
different States, the staff was accustomed to work accor¬ 
ding to the different Acts and Rules prevalent in the 
respective States, and therefore, the staff inherited from 
the covenanting States was a sort of heterogenous 
crowd of workers and unfortunately a fairly large pro¬ 
portion of them had little academic qualifications and 
practically very little knowledge of the technicalities 
of the department. Moreover many of them did not seem 
to realize the importance of such basic qualites of a true 
civil servant as loyalty, devotion to duty, sympathetic 
and helpful behaviours towards public etc. Thus the 
most vexing problem before this department was to 
train up the executive staff to form a well disciplined 
and efficient band of workers, by creating in them a 
real spirit of civil service suitable for a democratic 
State. The whole executive staff was, therefore, divided 
into four batches and trained in all sorts of work of 
the Department. Simultaneously with making them con¬ 
versant with the new Acts and Rules special arrange¬ 
ments were made for their practical training in the 
technical work relating to warehouse, distillery, ganja 
and bhang cultivation etc., also special lectures on detec¬ 
tion and proscution work, general administration etc., 
were arranged. With a view to create in them spirit 
of team work and making them more smart and active ^ 
for out-door duties, arrangements were made for their' 
physical training. Thus every Executive Officer (Inspec¬ 
tor and Sub-Inspector) was kept busy ii#a very rigorous 
course of training for a period' of about 21 days for 
about 12 hours every day. Standard uniforms have also 
been prescribed for the executive officers of the depart¬ 
ment according to their ranks.- As a consequence there 
is a remarkable and all round improvement in the work¬ 
ing of the Department. 


Receipts 

20. The issues of excisable commodities from 1949-50 
to 1952-53 were as under : — 


Name of Commodity 

1 949-50 

\ 

1950 - 5 1 


1951-52 

1952-53 

Liquor in L.P. Gls. . . . . . . . .' 

526016 


525876 


499065 

369688 

Opium in Maunds . . . . . ... 

464 - 18-6 


427 - 29-4 

244 - 35-0 

i39-i5-« 

Ganja in Maunds . . . . . . . .• 

302 - 12-11 


320 - 0-12 

404 - 29-0 

302 - 9-0 

Bhang in Maunds . . . . . . . 

667 - 7-4 


609 - 7-13 

604 - 15-0 

384 - 26-0 

21. The main sources of income of this department are 
license fees and duty of country liquor, opium, ganja 
and bhang. The above figures of issues will reveal that 
since 1951-52 there has been a steep fall in the issues 

failure of crop also has been an additional cause for 
the last two or three years. But even if the temporary 
cause of failure of crop does not recur so harshly in 
future, it is not expected that in the near future issues 

of liquor, opium and bhang. As has been explained in 
para 4 above the purchasing power of the consumers 
has begun to decline generally in the whole of Madhya 
Bharat and particularly in the southern division where 

will come 

22. The 

up to the level of the issues prior to 1951-5Z. 

figures of income are as follows : — 






(In lakhs of Rupees) 

Head 

1948-49 


1949-50 1950-51 

1951-52 

1952-53 

Country liquor.. 

87.04 


127.56 

137.82 

138.12 

114-95 

Opium and Hemp drugs . . , . . ... 

21.67 


31-59 . 

45-58 

40.70 

33-45 

Foreign liquors ......... 

2.14 


2-34 

2.92 

2-55 

3-73 

Others ............ 

.68 


2.26 

2.00 

1.65 

1.14 


in-53 


i63-75 

188.32 

183.02 

153-27 


From the figures of income of 1951-52 it appears that 
although the consumption of liquor declined in that 
year there is a slight increase in the income under this 
head, and it is attributable to the fact that the retail 
vendors could not foresee the declining condition of 
issues at the time of auctions, and therefore, they gave 
bids which were about six lacs of rupees more than those 
by the preceding year and it made good the losses due 
to fall in duty. But in the year 1952-53 licence fees as 
well as duty both declined. Similarly, the figures of 
income from opium and hemp drugs show a steep fall 
since 1951-52. Of course, income from foreign liquor 
show some increase but it is negligible as compared to 
the decrease under other heads. 

• 

23. Apart from the fact that opium will be finished 
from April 1959 the issues of liquor too are not expected 
to increase to any considerable degree and thus State 
excise is destined to shrink in future. 


Arrears 

24. The arrears of Excise revenue outstanding in the 
last three years are shown below : — 

(Rupees in Lakhs) 


1950-5 1 .6.58 

I 95 , -5 2 .5-75 

1952-53 .6.36 


A large portion of the arrears is very old and has been 
inherited from the covenanting States. It would be inte¬ 
resting to note here that certain arrears are about 20 to 
30 years old and in spite of strenous efforts no satisfac¬ 
tory progress is achieved. It is expected that a fairly 
large portion will have to be written off. Otherwise, the 







amount of arrears is not much. However, special atten¬ 
tion is being paid to this problem. The revenue recovery 
Act of the Government of India has been enforced in 
this State and whatever amount remains in arrear at 
the end of the contract, steps are taken for its recovery 
according to that Act, through the revenue officers who 
are competent to take necessary action in this behalf. 

Evasion and Avoidance 

25. For liquor there is not much possibility of smuggl¬ 
ing from outside Madhya Bharat (except in Bhilsa reve¬ 
nue district where there is prohibition) as rates are fixed 
with due consideration of the rates prevailing in the 
bordering States. But main difficulty to be found is the 
evil of illicit distillation. Also sometimes smuggling of 
liquor from low duty area to high duty area within the 
State results in certain losses of revenue. So far as 
illicit distillation is concerned, it is rampant every where 
in the State. A few years ago certain districts had no 
trace of illicit distillation and only the areas where 
either mahua is easily available or which are populated 
by Bhils, Bhilaias, Mogjilas and sondhias etc., had the 
problem of illicit distillation but now in crowded Cities 
like Gwalior and Indore cases of illicit distillation have 
been detected in the heart of the city. Respect for law 
is at a low ebb and ethical and moral values have little 
consideration for a fairly large proportion of the people. 
Possibility of tix evasion have therefore increased con¬ 
siderably and the increase of Excise crime is a natural 
consequence of decline in the morals of the masses in 
general. However, efforts are made to arrest this up¬ 
surge of crime wherever it jcaises it's head, raids are 
arranged to detect cases. The illicit distilled of toddy 
is not a simple type of olden times, which could 
be easily detected and caught and prosecuted in the 
Court of law. Human intelligence has made special 
efforts in discovering new methods of conducting illicit 
activities in a way most difficult to detect. However, 
efforts are beings made to deal with this extraordinary 
situation by tightening up the preventive staff and 
equipping it with necessary knowledge and technique 
of detection work and arms and ammunitions, etc. So 
far as smuggling of liquor from low duty area to high 
duty area is concerned the contractors of high duty 
area help the preventive staff in checking it and at the 
time of auctions this evil is set right by fixing quotas 
of low duty shops of notorious areas. 

Opium .—From the figures of issues of opium it will 
appear that there has been an extraordinary fall. It is 
attributable to the fact that Madhya Bharat is the 
biggest producer of opium and cultivators withhold 
large proportion of their yield for illicit sale. The quota 
of opium this State fixed for the year 1950-51, 1951-52 
and 1952-53 was 450 Mds., • 400 Mds., and 350 Mds., 
against which issues were 427 Mds., 244 Mds., and 139 
Mds., respectively. Thus the sale of illicit opium is on 
the increase. The opium cultivation department is under 
the Central Government and it has now begun to realise 
the gravity of the problem. Consultations between the 
Authorities of this State and those of the. Central 
Government have been held and it is expected that 
concerted action by the executive staff of both the 
departments will bear good results. 

To assess the loss of revenue due to the above causes 
(illicit distillation and illegal use of opium etc.) is not 
possible. Ordinarily one may feel inclined to calculate 
the amount of duty on the decreases in the quantities 
of consumption but that would not be a correct estima¬ 
tion, inasmuch as that fall in consumption is attributed 
to a considerable degree to the general slump and lower 
purchasing power of the consumers. 

27. In the end it may be added that this department 
is trying its best to reinforce its preventive machinery 
in order to make it more efficient for prevention and 
detection work. An excise Police force consisting of 
237 head constables and constables has already been 
set up to assist the executive staff of this department 
at stratagic places. 

STAMP DUTIES 

Section I— Factual Background 

Madhya Bharat has its own Stamp Act and duties 
are levied according to the Schedule (I) of the Act. 
The Excise Commissioner is Superintendent of Stamps 
and the Board of Revenue is, the Chief Controlling Reve¬ 
nue Authority for Stamps. A copy of the Act is enclosed 
herewith for ready reference. A copy of the Rules fram¬ 
ed under Sections 8 , 9, 71 and 72 of the Stamps Act is 
also enclosed. 

2. At present Stamps are being printed at Govern¬ 
ment Central Press, Gwalior under the supervision and 
control of the Superintendent of Stamps (Excise Com¬ 
missioner) . Stamps are supplied to the District and 
Sub-Treasuries for sale to the public through ex- 
officio vendors and iicensed vendors. Under the Supe¬ 
rintendent of Stamps two Inspectors, one for Southern 


Division, and the other for Northern Division, have 
been appointed to check and supervise the work. Col¬ 
lectors are empowered under Sections 37, 38 and 39 of 
the Act in the matters regarding refunds and impound¬ 
ing of documents. 

3. Receipts.—The receipts from stamps from 1949-50 


onwards are as under : — 



Rs. 

1949-50 Judicial and Non-Judicial Stamps 

30 , 62,193 

Judicial and Non-Judicial Stamps 

36 , 03,815 

1 95 1 *52 Judicial and Non-Judicial Stamps' 

41 , 11,028 

1952-53 Judicial and Non-Judicial Stamps 

39 , 08,228 


In comparison with U. P. and M. P., the rates of 
Madhya Bharat are lower and it has been proposed to 
put them on a par with U. P. Recently proposals have 
been submitted to Government to revise the rates of 
Stamp duties. It is expected that this revision of rates, 
if sanctioned by the Government, will give about 25% 
more income. 

Section II— Replies to Questions 
Question No. 162. 

It is true that Stamp duties yield an appreciable 
revenue to State Government but the need of Govern¬ 
ment for larger revenue is also increasing. Rates of 
duties in various states on several types of legal instru¬ 
ments have, therefore, been enhanced from time to 
time, but there should be a limit; otherwise the excessive 
rates are bound to impede transfer of property and 
cause diminution of business generally. 

It would be better if the States are also persuaded to 
have uniformity in rates as far as possible. 

In Madhya Bharat as already stated above the rates 
are comparatively low and have not been revised from 
some time. It does therefore need enhancement. 

Question No. 163. 

No reply. 

Question No. 164. 

The idea that the collection of taxes in the form of 
Stamps should be extended to the collection of other 
taxes such as Sales Tax etc., is not favoured. The sales 
of goods are of various types, some goods are free from 
Sales Tax, some are chargeable to ordinary rate and 
some are chargeable to special rates. To extend the 
method of collecting Sales Tax through Stamps would 
create great complications for the sellers and there will 
be possibility of evasion also. 

Entertainment Tax is levied on a particular type of 
people who visit cinemas and it is only for specific 
service which is uniform in each case and as such this 
tax could be recovered in the form of Stamp duty. 

Question No. 165. 

No reply. 

Question No. 162. 

Schedule (1) of the Stamp Act may kindly be seen. 
Question No. 163 (A), (B) and (C). 

At present there is no Stamp Duty on transactions on 
forward markets in Madhya Bharat and hence the ques¬ 
tion does not arise. 

AGRICULTURAL INCOME-TAX, LAND REVENUE 

AND IRRIGATION RATES, BETTERMENT LEVY 

Section II— Replies to Questions 
Question No. 139. 

There is no agricultural income-tax in Madhya 
Bharat and its levy is not recommended as a larger 
number of agriculturists would fall within the exemp¬ 
tion ceiling. Land reforms brought about by the recent 
abolition of zaminadri and jagirdari have further reduc¬ 
ed the scope of imposition of such a tax. Besides this, 
in this part of the country, agriculture has remained 
more or less an unattractive occupation. The schemes 
of colonization introduced by the former states did not 
receive any impetus, despite of the fact that the con¬ 
ditions of allotment were quite attractive and favourable, 
so much so that in the forme? state of Gwalior, the 
lessees were exempted from the «payment of rent from 
12 to 25 years and were also given liberal taccavis. In 
the present set up also, persons taking fallow land from 



chaks and blocks under colonization are exempted from 
payment of rent for the first three years, and are 
assessed only 25% in the fourth year, 50% in the fifth 
year, after which full rent is realized from them, but 
large chaks still lie undeveloped and fallow for want 
of irrigation facilities. Under the Land Utilization Act, 
no rent is charged by the lessee for the first two agri¬ 
cultural years following the date of, allotment. One- 
fourth is charged for the third year, one-half for the 
fourth year and full from the fifth year. 


Question No. 140. 

The question does not arise. 


Question No. 141. 

The question does not arise. 


Question No. 142. 

The question does not arise. 

* 

Question No. 143. 

Yes. The land revenue policy should be based on 
periodical settlement. s 


Question No. 144. 

Periodical settlements have been in vogue in the 
various covenanting states of Madhya Bharat, although 
the periods of guarantee varied from state to state from 
10 to 30 years. With the fusion of 25 covenanting states 
into Madhya Bharat and their redistribution into 
tahsils and districts on the basis of contiguity and 
administrative convenience, some problems have arisen 
with regard to the resettlement of tahsils which have 
pockets of local areas having wide disparities in the 
periods of settlements. Proposals, however, have been 
made for the resettlement of 3/5th of the State con¬ 
sisting of 32 tahsils in addition to 5 tahsils already 
under settlement. The starting of settlement operations 
on a large scale would necessitate an equally big and 
trained personnel, the paucity of which is felt almost 
every where. It has, therefore, been proposed to bring 
15 tahsils under settlement to begin with and then follow 
the operations in the next 17 -tahsils which would 
mature by 1958. 


The period of guarantee in the past has been 10 to 
30 years as indicated above. It may be reduced to 25. 
Any further reducton in the period will neither lead 
to a vested interest of the cultivator in his holding, nor 
create incentive for improvements but add to the cost 
of carrying out settlement operations. 25 to 30 years 
should be treated as sufficient period of guarantee even 
in special circumstances where ryotwari tenure is intro¬ 
duced for the first time as most of these areas were 
already settled in the past. 

There are no proprietary bodies in Madhya Bharat, 
the question of fixing assessment for such bodies, there¬ 
fore, does not arise. Assessment, as such, has to be fixed 
for a specific piece of land. The fixation of a basic rate 
and limits within which it may vary, is no doubt a 
scientific approach to the problem but it is possible 
only after one or two proper and regular settlements 
have taken place and soil classification and assessment 
groups or circles attained more or less permanent 
character. 

Suitable staff for the preparation of necessary indices 
would also be required if such a system is adopted. 

Area, yield and prices should be taken into account 
m varying the rate. 


The basic rate should be fixed on the fertility and 
consequent productivity of the soils and their relativity 
with one another, A portion of the gross produce, say 
l/6th, may be assessed as land revenue. Factors such 
as nearness to market, means of communications, dam¬ 
age by wild animals, etc., should be given due weight 
while fixing basic rates. The other alternative is to 
assess land revenue on the basis of net assets. But the 
determination of net assets presents great difficulties, 
inasmuch as, the cost of agriculture has often remain¬ 
ed an obscure figure. Progression is given in the case 
of resettlement when the enhancement is more than 
25% of the recorded rental. The rule of practice is to 
spread such enhancement in portions of 12i%, until full 
assessment is reached. 


No. It is not recommended to regulate assessment as 
to provide an incentive for larger agricultural produc¬ 
tion, shifts in productimi and capital improvements to 
land, as concessions on a small scale would not material¬ 
ly affect large farm-holders who would be the main 
beneficiaries. 


Thg present practice of assessing newly irrigated lands 
(from sources other than State) at dry rates, during 
the currency of the settlement, and giving allowance for 
improvements during similar periods is good enough 
to be continued. 

No. Payment in kind is not in vogue here and is not 
recommended. The system leads to leakage and difficul¬ 
ties of supervision, collection and distribution of the 
produce. 

Uniformity between different states is possible in res¬ 
pect of (i) the period of guarantee, (ii) the scope of 
guarantee, and (iii) the basis of assessment including 
the share of gross produce or net assets and the method 
of calculating cost of agriculture. A promotion of a 
legislation on the lines of the Settlement Act of 1929 of 
Madhya Pradesh is suggested which covers these items 
and also lays down statutory limits on enhancement in 
the case of a group, a village or a holding at 33, 50 or 
75 pet cent, respectively. 

Question No. 145. 

The following additional principles are suggested in 
the case of resettlement. 

(1) Land irrigated by private sources of irrigation, 
developed during the currency of a settlement, 
should be assessed at dry rates at resettlement. 
This principle is followed here even now. 

(2) Progression should be extended in cases where 
enhancement exceeds 25% of the recorded ren¬ 
tal. 


Question No. 146. 

The problem of bringing the old rates into conformity 
with changed conditions is a difficult one, and recourse 
cannot be taken to any arbitrary method without adopt¬ 
ing the normal procedure. Any variations made in the 
rates of assessment based on price factor alone, will not 
be fair and equitable, without a detailed enquiry in 
regard, to improvement or deterioration in the condi¬ 
tions of land and agriculture, means of communications, 
trade, advent of irrigation, etc. Resettlement alone is, 
therefore, the proper answer. 

The levy of a surcharge of 0-3-0 in a rupee in the 
old rates is feasible but the period of guarantee might 
come in its way, unless the Act is suitably amended. 

It may be noted here that the per capita receipts of 
land revenue in Madhya Bharat during 1951-52 were 
Rs. 3-2 as against 1-7 of Bombay, -04 of Bihar, 21 of 
Madhya Pradesh, 1-2 of Uttar Pradesh, 1-6 of Punjab 
and 1-4 of Mysore. They were highest in the country 
except than those of Saurashtra which were 3-7. 

A surcharge is bound to accentuate the disparity 
already present, as a result of settlement of different 
areas having been undertaken at different times. The 
disparity could be obviated only by resettlement of 
the areas due or rather overdue. 

Resettlement is suggested. 

Question No. 147. 

A general re-settlement alone will solve the problem 
of removing disparities in different units which have 
gone to form Madhya Bharat. 


Question No. 148. 

The abolition of zamindari and the introduction of 
Ryotwari tenure do not call for immediate settlements 
in Madhya Bharat, as the zamindari areas were settled 
even in the former states. A few jagir villages are, how¬ 
ever, yet to be settled. Some of them are now under 
settlement where operations are in progress, though in 
a smaller degree. 

Our special problems are : — 

(1) Removal of disparities in rentals of former 
occupancy and non-occupancy tenants, now 
pukka tenants; 

(2) Bringing of record-of-rights up-to-date; 

(3) Survey of unsurveyed lands and map-correction 
of surveyed ones; and 

(4) Resettlement of unsettled and overdue areas. 

In this connection, the following steps are taken :— 

(i) Pre-abolition rent is being collected. Proposals 
for applying uniformly the assessment rates are 
under consideration. 

(ii) Efforts are being made to bring land records 
up-to-date. 
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(ill) Proposals have been made for training person¬ 
nel in work of— 

(a) land records, and 

(b) new survey and new settlements. 

(iv) Proposals for the resettlement of 32 tahsils have 
been made to the Government. 

These problems are not present in an aggravated form 
as in permanently settled areas of West Bengal, where 
land records staff was almost nil or as in certain jagirs 
of Rajasthan where too, the maintenance of proper land 
records was not known. 

Question No. 149, 

It would be pre-mature to suggest modifications which 
would be required in the principles of assessment of 
land revenue, if co-operative farming is more widely 
adopted as we have only made a modest beginning in 
this direction. It is only after co-operative farming takes 
a particular form in the state that the need for modi¬ 
fications, if any, could be examined. 

Question No. 150. 

(i) It is recommended that the devasthan inams should 
continue to subsist for religious and social considera¬ 
tions. In Madhya Bharat, muafis which were granted 
by the rulers still subsist. A little confusion has, how¬ 
ever, arisen in respect of those granted by ex-proprietors. 
Proposals have been made to authorize the continuance 
of the inams of the latter kind also. The matter is 
under consideration of the Government. The other alter¬ 
native of substituting monetary grants in place of 
muafis would not be welcome as the muafidars attach 
great value to land, even if it is uneconomic. 

The Madhya Bharat Land Revenue and Tenancy Act 
does not envisage any such concessions. 

A copy of Circular No. 4/1952 of the Board of Reve¬ 
nue on suspension and remission is appended herewith 
which would speak for itself. 

Question No. 151. 

The Board has issued Circular No. 23/1952 on the 
subject of the assessment of land revenue on land 
diverted to non-agricultural purposes during the curren¬ 
cy of a settlement which covers the issues raised and 
gives the outline of the underlying policy. A copy of 
the Circular is appended herewith. 

Question No. 152. 

No. The administrative system in so far as it is con¬ 
cerned with the collection of land revenue is not ade¬ 
quate. There is no doubt a tendency to enlarge the 
functions of the revenue staff specially at the village 
level so as to include “development” and “extension” 
duties. The result has been deterioration in the effi¬ 
ciency of revenue collection and- administration. Propo¬ 
sals have been made to augment the strength in the 
light of the increase in the duties and functions of the 
patwaris and for the collection and compilation of 
agricultural statistics and other data. In addition to the 
patwari, the feasibility of appointing a village multi¬ 
purpose official under the Patel may be considered. 

Question No. 153. 

So far a tendency, to delegate functions of the State 
Government in respect of land revenue to local bodies, 
is not discernable. 

Question No. 154. 

The question pertains to the Development Depart¬ 
ment. 

Question No. 155. 

(i) Imposition of independent Betterment levy Is re¬ 
commended for Major Irrigation works which are under 
construction or which may be taken in hand in future. 

(ii) Irrigation rates on Major works are already 
charged separately in this State, while the irrigation 
rates on Minor works have been settled inclusive of 
Land Revenue. 

(iii) Compulsory Irrigation Cess at the rate of Re. 1 
per acre is already provided in Section 54 of the 
Madhya Bharat Irrigation Act and the rules thereunder. 

(iv) It is not advisable to recommend any other tax 
at least for some 4-5 years till the cultivator class 
smoothly adopts the above mentioned taxes, as also the 
increased rates of irrigation. Uncertain and scanty rain¬ 
fall condition of this State which greatly effects the 
water storage of tanks, is a great handicap in imposing 
new taxes. 


Question No. 156. 

In the case of^Chambal project the Betterment levy 
of Rs. 50 per acre recoverable in 10 instalments has 
been recommended. The same rate of Betterment levy 
is recommended for other projects which shall be com¬ 
pleted in the coming 10 years. Revenue Department is 
the proper agency to assess and collect the betterment 
levy. 

It will not be advisable to charge betterment levy on 
the existing irrigation works, which were constructed 
during the regime of the former States and their costs 
were also comparitively very low. 

As the irrigation works shall be responsible for the 
increase of value of the land, the entire proceeds of 
the Betterment levy after .deducting necessary adminis¬ 
tration charges should be transferred towards the cost 
of the works or formation of an Irrigation Fund. 

Question No. 157. 

(i) As a matte.r of fact the irrigation rates of the for¬ 
mer States are still in force in their old forms. Coordi¬ 
nation of these systems and some increase in the exist¬ 
ing rates has been .recommended to the Government. 

(a) So the increment proposed in the existing rates 
may, if desired be treated as the additional levy for 
the increased yield of the crops, as also the increased 
prices of the food crops. 

(b) For the time being po new Major Irrigation work 
has been completed in this State. However it has 
been recommended that on completion of Chambal 
Scheme, an average rate of Rs. 9 per acre may be 
charged on the irrigation done by that work. The rates 
on the other forthcoming projects shall also be deter¬ 
mined after taking into consideration the circumstances 
then prevailing. 

(ii) All the factors, i.e., (a) area irrigated, (b) quantity 
of water (in other words numbers of waterings), (c) 
crop value, and (d) other factors i.e., cost of the con¬ 
struction and maintenance of the works have been and 
shall be taken into consideration as the basis for fixing 
the water rates. 

(iii) Yes, we are in favour of periodical revision of 
the water rates. But at this stage no definite period can 
be fixed, because compared to the other part A States, 
this State is somewhat backward, and besides various 
irrigation systems are in vogue in this State. We will 
have to watch for some years how the things go on, 
when all the systems are coordipated, and the cultivator 
class of Madhya Bharat has adopted the coordinated 
system in a smooth way. then we shall be able to fix 
some definite number of years after which the water 
rates should be revised. 

(iv) The present water rates as also the proposed rates 
are comparatively lower than the adjoining State of 
U. P. So no further concession on the rates is needed. 
However if the circumstances so call and the cultivators 
so demand, the Government may think of making some 
concessions in future. Concessional rates have, however, 
been recommended for the enterprising cultivators who 
would bring fallow lands under irrigation, and make 
Rabi cultivation in them. At present there is no demand 
for concession in the water rates for the recently 
experimented Japanese system of Paddy cultivation. 


Question No. 158. 

The compulsory irrigation cess is adjustable with the 
water rate and not an independent item of income as 
can be made a fee relatable to the annual cost of 
maintenance. 

Question No. 159. 

At present the only difference in the Administration 
of Major works of this State is that the water rates of 
Major works are charged and realised independently 
by the Irrigation Revenue Staff, while the water rates 
of Minor works are settled and realised along with the 
land Revenue, by the Land Revenue Staff. The amount 
of water rates of Minor works realised by the Revenue 
Department is book-credited to the water rate revenue 
account every year. When the rates are settled the cul¬ 
tivator has to pay it whether he makes use of - the 
water or not and therefore the question of imposing 
compulsory irrigated cess, which is merely an adjustable 
amount of water rate, does not arise so far as the Minor 
works are concerned. 

Question No. 160. 

Consolidated land revenue, which includes the 
amount of water rate is already assessed on Minor 
works in this State as per Section 53 of the Madhya 
Bharat Irrigation Act. This implies that consolidated 
land revenue rate is preferrable for Minor works only. 
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Question No. 161. 

This question can be answered only after the coordi¬ 
nated irrigation system shall be brought into operation 
in this state and the results are carefully watched for 
some years. It is too early to think over on the impo¬ 
sition of surcharge at this time. 

ELECTRICITY TAX 

Section II— Replies tq Questions 

Question No. 176. 

Duty on sale of electricity may be levied only in 
places where rates are reasonably low. The rates of 
supply in small stations are usually very high and the 
imposition of a further “duty” will therefore mean addi¬ 
tional burden on rural consumers which they can ill- 
afford to bear. It will consequently affect development 
of electricity in smaller towns. For this, it- is felt that 
the >upper limit of 0-5-0 per unit of domestic consump¬ 
tion on lights & fans be fixed (overall inclusive of the 
duty), or a maximum of 0-1-0 per unit of domestic con¬ 
sumption with marginal adjustment at the upper limit 
of 0-5-0 i.e., if the rate for lights and fans is 0-4-6, the 
duty will only be 0-0-6 per unit. 

For that matter, Electricity (Supply) Act, 1948 limits 
the profits of electrical undertakings at 5% of the capi¬ 
tal base; and it is therefore natural that rates of elec¬ 
tricity in stations of comparable sizes should be more 
or less the same. The supply authorities cannot arbi¬ 
trarily increase the rates to help their consumers in 
avoiding the duty. 

The levy of “duty” should, furthermore, be restricted 
to the sale of energy for domestic purposes only. Such 
a levy on consumption for industrial purposes will 
adversely affect the industrial development of the 
country. In case of medium and large power consumers, 
even small duty will result in unattractive (overall) 
rates of supply, which may discourage consumers from 
taking supply from the electrical undertakings and may 
impel them to instal their own plants instead. (This is 
all the more important in the case of textile mills and 
such other industries, where steam is required for pro¬ 
cessing work. Bleeding turbines can make the cost of 
electric generation for them quite cheap.) 

Question No. 177. 

(a) (i) No duty as such should be levied on domestic 
power equipment such as frigidaris, heaters, etc. 

(ii) Distinction could be made by fixing independent 
meters to record consumption by refrigerators etc. Iri 
case, however, where one common meter records the 
overall consumption of lights, fans and power equip¬ 
ment, duty on a sliding scale could be fixed to ensure 
that ‘power’ consumption enjoys the intended exemption. 

(b) Nil. 

Question No. 178. 

The State Government are not in favour of ‘duty’ 
on sale of electricity for industrial purposes, vide para. 
3 of reply to Question No. 176 above; hence the question 
does not arise. 

Question No. 179 

No distinction need be made between sale of elec¬ 
tricity from Government-owned undertakings on the 
one hand and privately-owned concerns on the other. 
The sale may be taxed up to the overall upper limit 
of a rate of 0-5-0 per unit, as suggested in answer to 
question 176 above. 

Question No. 180. 

Uniformity in the light of circumstances stated in 
para. 2 of answer to question 176 would be more or less 
automatic. 


TAXES ON MOTOR AND OTHER VEHICLES 
Section II— Replies to Questions 
Question No. 9. 

No. 

Question No. 10. 

In the opinion of this Government basis of assessment 
should be as follows : — 

Motor Cars .... Seating Capacity. 

Buses ..... Distance traversed. 

Goods Vehicles . . . Distance traversed 

Luxury Vehicles . . . (There are none in Madhya Bharat). 


Taxation on Transport Vehicles based on seating capa¬ 
city or unladen and laden weight as prevalent in the 
majority of States is irrational. The tax on motor 
vehicles should be a tax for the use of the roads, and 
should be linked to the extent of such use. To illustrate 
the point—one operator or a 25 seater vehicle plying 
between Delhi and Gaziabad, a distance of 13 miles 
pays the same tax as the other operator between Delhi 
and Deharadun a distance of 150 miles, which obviously 
is unfair. The basis of taxation should be the extent of 
the use of roads; say Rs. 10 or 12 per mile per year. 

To illustrate :— 

‘A’ plies on a route of 10 miles and makes one 
return trip per day, he would use the road for 
20 miles each day and will pay 20X10 i.e., 

Rs. 200 per year. 

‘B’ who plies on a route of 50 miles and makes one 
return trip i.e., 100 miles daily, will pay 100 X 
10. i.e., Rs. 1,000 per year. * 

‘C’ plies on a route 150 miles and makes a single 
trip. He will pay Rs. 150X10=Rs. 1,500 per 
year. 

Different rates could be provided for light and 
heavy motor vehicles to regulate smaller and bigger 
seating capacity or load carrying capacity, say Rs. 10 
per mile per trip for light, and Rs. 12 per mile per trip 
for heavy vehicles. 

This could be applied uniformly throughout the coun¬ 
try to transport vehicles of all classes, except private 
carriers and such goods carriers as enjoy the Open 
General Permit not restricted to any fixed route. In 
such cases the average operating daily mileage could 
be fixed at between 80 to 100 miles, and tax charged 
on this basis. 

Question No. 168. 

It is not beyond the bounds of possibility to achieve 
a fair measure of uniformity in taxation on motor 
vehicles allowing margin to the view that in a vast 
country like India variation in taxation could be found. 

(i) Local taxation should go. 

(ii) Almost complete—the incidence of Central taxa¬ 
tion is uniform and the acceptance of the principles of 
taxation by the States aims at achieving uniformity in 
the State’s taxation policy. 

(iii) Yes, but it will bring in its wake its comple¬ 
ment of difficulties which may prove insurmountable, 
because the question of apportionment of its proceeds 
is not easy of resolution. No single agreeable formula 
could be found. 

(iv) Faced with such a problem it would be just to 
recognise relative financial needs of the different states 
both generally and in particular for the maintenance, 
improvement and extension of roads, in apportioning 
proceeds from the consolidated tax. , 

Question No. 169. 

Talking from the view point of the Madhya Bharat 
State, the proceeds from the motor vehicle taxation may 
not only be ear-marked for road maintenance and 
development, but also a further sum from the state 
revenues may be diverted for this purpose. 

It should be recognised that development of roads 
prove a heavier drain on funds than mere maintenance. 
It is only after the road development is complete that 
the question of the extent to which he proceeds from 
the motor vehicles taxation be ear-marked for road 
development and maintenance can arise. Till then, it 
may be emphasised that not only the whole amount of 
this taxation may be diverted for road maintenance 
and development, but also other sources, for finding 
more money for this purpose, may be tapped. Mention 
here may be made of the ‘Central Road Fund’ and ‘the 
State Road Fund’ recommended by the Taxation Enquiry 
Committee in regard to the sources that could be creat¬ 
ed for finding more money for this purpose. 

Question No. 170. 

Yes, the State Government had advocated the view 
of changing the basis of taxation from seating capacity 
to mileage. The State Government remain unconvinced 
and stick-fast to the view that taxation on mileage basis 
only is rational, although their view was rejected. 

The replies given by the State to the Questionnaire 
issued by the Taxation Enquiry Committee lay down 
lucidly the view point of the State. 

Question No. 171. 

Yes, regarding the extension of taxation to users of 
roads other than motor vehicles. 
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The commonest user of roads is the bullock cart which 
does the greatest damage, but which goes about tax- 
free owing to its being found a-compliment of agricul¬ 
ture. 

Roads are public property and benefit the community. 
On their development and good repair depend in great 
measure, the economic prosperity of the country. It is, 
therefore, in common interest that all its users may 
contribute towards their development and maintenance 
—none going free. 

The Taxation Enquiry Committee had gone deeper 
into the problem and probably made a split-hair dis¬ 
tinction between cultivators’ carts and other carts in 
rural areas. This distinction, however, is worthy of con¬ 
sideration. 

The weight of a cart should not be the basis of taxa¬ 
tion on this vehicle. The factor for consideration for 
taxation purposes could be the type of tyre used for 
tne carts. Iron tyre carts which do more damage to 
the roads than the rubber tyre ones may be taxed at 
a higher rate. 

The governing principle, therefore, in regard to other 
users of road may be that taxation on them may pre¬ 
ferably be in direct proportion to the wear they cause 
to the roads. This should provide the' classification. 

This taxation may take the form of road cess or sur¬ 
charge on land revenue. The latter is only fair although 
it may be objected to for obvious reasons. 

The whole of the proceeds of such a taxation should 
supplement motor vehicle taxation to meet road develop¬ 
ments requirements of a state. In other words for at 
least ten years or a little less the whole of the extra 
revenue thus realised should be utilised for the purpose 
for which it is imposed, i.e., for road development and 
maintenance. 


COURT FEES 
Replies to Questions 

Question No 166. 

The rate of Court fees depends upon the financial 
condition of the people of the State as well as of the 
State. As the financial conditions of States and their 
people differ, uniformity in the rate of Court fee is 
undesirable. 

Question No. 167. 

The Indian Court Fees Act applies to Part A and 
Part C States only and even there the Schedules are sub¬ 
ject to alteration or modification by the States concern¬ 
ed and all the Part A and Part C States also have got 


their own Schedules which are different in different 
States. In Madhya Bharat the Indore Court Fees Act 
has been adopted and the Schedules thereto and the 
rates of levy thereunder require at present no change 
whatsoever. 


ENTERTAINMENT TAX 
Replies to Questions 

Question No. 172. 

The State Government have no data to enable them 
to give a reply to this question particularly that the 
rates of Entertainment Tax have reached the point of 
diminishing returns. 

It is difficult to accept the view that there should be 
uniformity in the rates of duty which at present vary 
from State to State inasmuch as this tax is levied for 
fiscal purposes and the needs of State Government vary 
from State to State. 

The second part of this question does not arise. 
Question No. 173. 

The grant of exemptions is already fraught with 
practical difficulties and complications. The best way will 
be to abolish the system of exemptions altogether. In 
cases where the nature of entertainment is such as falls 
under (i) and (ii) of the question the better course will 
be for the Government to subsidize these shows. 

Question No. 174. 

Since Entertainment Tax has not been levied in 
Madhya Bharat so far it is not possible for the Govern¬ 
ment to state what methods of evasion are practised. 

Question No. 175. 

The State Government have no reply to this question. 
Questions Nos. 181 to 183. 


Betting and Prize Competition Taxes .—These taxes 
are. not levied in this State and it is not possible for 
the State Government to give replies to these questions. 


Note on Entertainment Tax .—At present there is no 
Entertainment Tax, betting and prize competition taxes 
in Madhya Bharat. An Entertainment Tax Bill was in¬ 
troduced in the State Legislature in the year 1950. The 
State Legislative Assembly referred the Bill to its Select 
Committee. The Bill is still in the Select Committee 
stage. A copy of the Bill is enclosed. 



MEMORANDUM V 

Replies to Questions 


Question No. 8. 

In general receipts from taxation should not, as a 
rule, be funded or earmarked for specific purposes. 
There are, however, certain taxes, for example, import 
duty on petrol which is utilized wholly for road develop¬ 
ment by crediting the receipts to the Central Road Fund. 
The justification for not diverting the tax receipts from 
import of petrol lies in the fact that the cost of road 
construction is fairly heavy and this highway expendi¬ 
ture is occasioned very largely by automobiles. The 
main objection to it, however, is that if the cost of 
toad construction goes up, there is a likelihbod of 
increasing the import duty on petrol. This is what is 
done in America. In Europe motor road taxes are com¬ 
monly used for general revenue purposes. There are 
certain exceptions no doubt where this diversion is 
prohibited. 

Question No. 9. 

Yes, Such cess may take the form of an educational 
cess on land revenue for spread of education in the 
village areas, a cess on cane for development and 
research on sugercane, cess on ginned cottons for deve¬ 
lopment and research on cotton. 

Question No. 10. 

Further extension of State undertakings in respect of 
large scale industries has the advantage of regulating 
pricing and may form a potential source of revenue. 

Question No. 11. 

A part of the net surplus earned by State under¬ 
takings should accrue to general revenues and a part 
of it should go for reinvestment in the undertakings 
concerned on the presumption that while calculating 
the net surplus due account is taken of depreciation and 
reserves in correct proportion. Reinvestment in the 
undertakings partially is necessary to keep the State 
undertakings abreast of the time on the one hand and 
makings it partly independent of the uncertainty of 
general financial condition of the State at any time. 
It is not considered necessary to build up a fund from 
the net surplus earned by State undertakings for financ¬ 
ing projects of development inasmuch as this class of 
expenditure is usually financed from borrowings. 

Questions Nos. 12 to 16. 

It is regretted that the State Government have no 
data on which to give replies to these questions. 

Question No. 18. 

In the ultimate analysis development programme 
of a country benefits the future generation more 
than the present generation and, therefore, that 
generation must share a part of the burden of 
the development programmes. Therefore, for long 
term development programmes in the country 
additional resources should be found by borrowing 
the period of the leave being dependent upon the nature 
of the project. It is only short term development pro¬ 
grammes which should be financed by taxation parti¬ 
cularly if it is of an unproductive nature inasmuch as 
the element of unproductivity will determine the prio¬ 
rity of the project in the development programme. 
Borrowing will obviate taxation unless it finances a 
self-supporting undertakings. The best solution appears 
to be that borrowing should be used to supplement 
taxation when the latter is impracticable rather than 
as a substitute. 

Question No. 19. 

Resources required for the financing of development 
programme have to be found by loans and taxation. 
To the extent to which short term programmes are con¬ 
cerned resources should be maximized by economy in 
expenditure and recovery of arrears of tax and preven¬ 
tion of tax avoidance and tax evasion. Higher rates of 
existing taxes and fresh rates cannot obviously have 
the same importance, for the rates of existing taxes are 
already adequate and fresh taxes just before elections 
are likely to be unpopular. The scope of development 
of non-tax revenues is very limited. 

Question No. 34. 

The relevant data on which to base the reply are not 
available. 

Question No. 35. 

The views of the Stafe Government on surcharge on 
land revenue, and betterment levy are as follows: 

15—2 T. E. Com. Borr 


The question of levying differential surcharge on land 
revenue and betterment levy was under the considera¬ 
tion of the Government since January, 1952. The Gov¬ 
ernment had decided that the problem of additional 
taxation on the agriculturists should be examined by 
a high level committee. The committee was accordingly 
asked to make a rough assessment of the capacity of 
the agriculturists to bear additional taxation and was 
asked to frame detailed proposals in regard to the form 
and the quantum of taxation. The committee met in 
November, 1952, and made a recommendation to levy 
a surcharge on land revenue at annas three per rupee 
on land revenue collection. In December, 1952, the Gov¬ 
ernment decided that instead of surcharge on land 
revenue a development cess at the rate of two annas 
in the rupee on land revenue should be levied with an 
exemption grace up to Rs. 50. In view, however, of the 
agitation prevailing in some of the States against taxa¬ 
tion the State Government decided to abandon the idea 
of levying any new tax for the present. It was felt that 
the imposition of a development cess at a uniform rate 
throughout the State might result in considerable 
inequity because it would only accentuate the present 
disparity in the pitch of assessment of land revenue 
which has been inherited from the covenanting States. 
The Government, therefore, felt that it would be more 
equitable to take steps to eliminate the inequity in the 
pitch of assessment. Action on initiating detailed investi¬ 
gations of carefujly framing'the rules, etc., was autho¬ 
rised by the Government. It is a complicated problem 
which is being examined. 

The question of levying a betterment levy in 
Madhya Bharat was also very carefully consider¬ 
ed. The conclusion reached is that it is not pos¬ 
sible to have this levy in Madhya Bharat till 
Chambal Scheme is completed. The Chambal Scheme 
is not likely to be completed during the period of the 
first Five-Year-Plan. It is likely to be completed only 
at the end of the year 1960-61. The betterment levy then 
is expected to yield about Rs. 4-5 crores altogether. 

The State Government favours the reintroduction of 
the salt duty and its distribution on the basis of con¬ 
sumption among the States. The State Government are 
not in favour of taxes on capital, agricultural income- 
tax, social security taxes, and modification of the policy 
of prohibition having regard to the directive principles 
of the Constitution. 


Question No. 36. 

While it is desirable to levy, a tax on unearned incre¬ 
ments in the value of land and other property as a result 
of public projects of development, this may not be feasi¬ 
ble a number of years to come unless unearned incre¬ 
ments in the value of land actually take place as a 
result of public projects of development and, therefore, 
this may not be a source of ■ augmenting revenues 
immediately. 


Questions Nos. 37 and 38. 

The State Government have no suggestions for 
increase the receipts from the existing sources of reve¬ 
nue in immediate future. 


Question No. 57. 

The Co-operative movement is very much in its in¬ 
fancy and as such the exemption at present in force 
may continue. In any case industrial co-operatives 
should be given the benefit of this exemption. 

Question No. 58., 

At present as capital is shy, liberal exemption from 
Income-tax in the initial stages may have considerable 
favourable effect in attracting capital for industries. 

Question No. 80. 

Yes, Cottage industries may be wholly exempted from 
Income-tax, Small industries may be charged with In¬ 
come-tax at concessional rates. Small industries may be 
taken as those which employ up to 50 workers and the 
capital investment of which does not exceed Rs. 1 lakhs. 

Question Nd. 10L 

The Estate Duty Bill has now become an Act. It is 
one of the most beneficient of duties in the country at 
present for levelling down wide disparity of income bet¬ 
ween the richest class and the poorer class. This will 
yield an additional revenue to the State Government. 
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Question No. 102. 

No. because it will be extremely difficult to distin¬ 
guish in actual practice self-acquired property from the 
property inherited by a person. 

Question No. 120. 

Although we have no match industry on cottage 
industry basis in Madhya Bharat, there is no reason 
why this industry cannot be developed. It is, however 
necessary that to protect this industry from competition 
from established large scale industries, special advan¬ 
tage in the shape of exemption from Excise Duty should 
be given. In the initial stages for first 5 years after 
starting the industries, total exemption from Excise 
Duty is recommended. Afterwards Excise Duty at the 
rate of 50 % of the duty on large scale industries may 
be levied. , 


Question No. 138. 

The following articles may be listed as luxury articles 
for commodity taxes at specially high rates if these 
are for use of a single person per family, 

(i) Motor vehicles costing above Rs. 20,000 each. 

(ii) Radio costing above Rs. 500 each. 

(iii) Costly foreign wines, liquers, etc. 

(iv) Watches above Rs. 500 each. 

(v) All jewellery articles above Rs. 1,000 in each 
case. 

(vi) Residential buildings costing above Rs. 1 lakh. 

(vii) Costly cloth above Rs. 20 per yard. 

(viii) Costly furniture, if the price of individual item 
exceeds Rs. 500,. 

(ix) Carpets costing above Rs. 500 and 

(x) Costly electrical goods. 

At present we do not have the system of stamp duty 
on Forward transactions. Instead we have a system of 
registration of transactions in the office of the Superin- 


Question No. 163. 

tendent. Stock Exchange at Indore. Nominal fees are 
being levied on such transactions on the basis of entries, 
in the books of the Spuerintendent. Following are the 
rates of the tax in force at Indore. 

Gold .. One anna per lot of 25 Tolas. 

Silver.. 1J annas per bar weighing 2800 Tolas. 

In order to integrate this levy and also to avoid 
unnecessary expenditure on collection, the proposals for 
imposition of Stamp Duty on forward transactions as in 
force in Bombay are under consideration. This appears 
to be the best form of levy of such transactions. It may 
be pointed out that the system of registration has not 
any adverse effect on forward transactions. 

Question No. 226. 

Madhya Bharat is a Part B State. Prior to its forma¬ 
tion industries were attracted to this area by the 
special efforts of the Rulers who held forth various 
attractions, the most important of which was freedom 
from Income-tax and erection of a small protective tariff 
in the form of local Customs Duty. These advantages 
more than counter-balance certain disadvantages which 
all the time existed in these States, namely, inadequacy 
of electric supply, proper means of communications and 
railway mileage. The introduction of Federal Financial 
Integration has removed the erstwhile advantages which 
Industries enjoyed but the ■ disadvantages mentioned 
above continued. The result is that it has become 
exceedingly difficult to attract industries into this area. 
This state, from the point of view of the industries, is 
considerably lagging behind other advanced States. At 
least for some time to come special consideration may, 
therefore, have to be given to this State. The one facility 
that can be considered is special exemption on Income- 
tax on new industries in Madhya Bharat. For instance, 
if the exemption to industries granted under Section 
15-C in respect of new industrial enterprises, applies for 
say 5 years in other parts of India, this may be granted 
for say 8 years in Madhya Bharat. Introduction of uni¬ 
form Taxation in all States, some of which are very ad¬ 
vanced and some of which are backward, will have the 
effect of retarding the progress of latter. 



MEMORANDUM VI 

Note on Land Reforms recent policies and measures and probable future developments etc. 


While giving consideration to the various problems of 
land reforms discussed in the note of Planning Com¬ 
mission the Madhya Bharat Government have taken 
the opportunity of reviewing the ground so far covered 
in this field in the State. They are of the view that 
while the land reforms should aim to achieve the utiliza¬ 
tion and development of the available resources of land 
to their maximum potential, they should also be directed 
towards securing the general prosperity and welfare of 
the rural community as a whole. With this objective in 
view the Madhya Bharat Government have already 
taken several important steps. Important enactments 
like the Land Revenue and Tenancy Act, the Abolition 
of zamindari Act, the Abolition of Jagir Act and the 
Land Utilization Act have already been passed. Under 
these enactments provision has been made for the eli¬ 
mination of all intermediaries, securing of agricultural 
land in the hands of bona fide agriculturists, confer¬ 
ment of pacca tenancy rights on all tenants and intro¬ 
ducing uniformity of tenure throughout the State. 
Provision has also been made for the proper and full 
utilization of land, for preventing accumulation of 
large areas in possession of individuals and the frag¬ 
mentation of land in future. A ceiling has been impos¬ 
ed on future acquisition of land and a minimum has 
been prescribed below which no holding can be reduced. 
These measures are important preliminaries to further 
steps in achieving the objective of promoting the welfare 
of the village community and proper utilization of land 
resources. 

The note of the Planning Commission deals with fur¬ 
ther measures in this direction which have now been i 
considered. 

Statistical Information 

In Madhya Bharat most of the areas has been pro¬ 
perly surveyed and settled and the data regarding cul- 
turable area, land under cultivation, uncultivated waste 
and other information can be procured. The figures of 
the areas in holding with individual cultivators can also 
be obtained though they are not, at present, available 
in tabular statements. 

This Government is of the view that the compilation 
of the information in a suitable form will have to be . 
undertaken before it can be utilized for taking decision 
based on them. For this purpose it will, however, not 
be necessary to have a field survey of the entire area. 

A corps of expert personnel will be able to arrange the 
already available data in a suitable form to serve as 
the basis for taking broad decision of policy. The engage¬ 
ment of such special staff will, however, involve con¬ 
siderable financial commitments. While this Government 
is aggreable to the proposal for collecting the statistical 
information, they hope that the expenditure involved 
will be borne by the Central Government. 

Ceiling on existing holdings 

The measure of land reforms so far undertaken have 
not dealt with the question of- an imposition of a ceiling 
on the existing holdings. The problem, has, however, 
been indirectly touched by measures like prevention of 
sub-leases of land and proper utilization of land in 
individual holding. In practice it is expected that 
when these measures are fully implemented large areas 
from bigger holdings will pass on to smaller tenants. 
The excision of area from larger individual holding is 
'not likely to result in securing extensive areas to be 
made available to others. In view of this consideration 
this Government is not in favour of fixing a ceiling on 
the existing holdings. 

Public Opinion 

In this state, public opinion is not sufficiently ripe for 
imposition of a ceiling on the existing holdings. There 
is however, a keen demand for land in some of the dis¬ 
tricts and the representatives of the backward classes 
are pressing for the adoption of measures to satisfy the 
demand for land by these classes. The majority of the 
members of the legislature, however, do not appear to 
be keen on adoption of a measure for imposition of such 
a ceiling. 

Size of holdings 

The Land Revenue and Tenancy Act of the State has 
made provision for fixing a ceiling on future holdings 
as well as for preventing fragmentation of the existing 
holdings below a minimum. The upper • limit has been 
fixed at 50 acres and*the lower limit at 15 acres of 
dry land. Conditions regarding distribution of land In 
individual holdings differ widely in the various 


districts of the State. In the more populous districts 
there is a keen demand for land but in these districts 
the number of larger holdings is very small. On the 
other hand in the thinly populated districts there is a 
larger number of bigger holdings but the demand for 
land is not considerable. In some of the districts larger 
fallow lands are available for cultivation but there is 
hardly any -demand for land there. Previous efforts to¬ 
wards inducing cultivators to move to districts where 
land is available for cultivation have not borne fruit. 
On the whole the average holding in Madhya Bharat 
is larger than in many other States in India as there 
is comparatively less pressure of population on land. 
In the circumstances the imposition of a ceiling on 
existing holdings is not a pressing problem. It would 
be sufficient to provide for the efficient cultivation of 
land resulting in increased production from such hold¬ 
ings. In case of failure of proper utilization of land on 
the part of the larger land holders, the area in excess of 
the ceiling could be acquired or excised. The maximum 
and the minimum acreages for holdings prescribed 
under the Act may be considered to be fairly satisfactory 
for Madhya Bharat. These limits are prescribed in terms 
of acreage of dry land value has been proportion of 
dry land to irrigated land of the same value has been 
reckoned to be in the ratio of 3 or 4 to 1. These limits 
appear to be satisfactory and are likely to be fairly 
stable. The question, however, will be reviewed in the 
light of the statistical information that will be available 
as a result of the proposed compilation and it may possi¬ 
bly be necessary to fix different mixima and minima for 
different districts in the light of the local conditions. 


Effect on production 

The statutory imposition of a ceiling on existing hold¬ 
ings is likely to affect production adversely to a certain 
extent. The extent of the fall in production will depend 
upon the dislocation caused in the existing agricultural 
economy. As a result of the implementation of the 
Zamindari Abolition Act fairly large areas of un-occu- 
pied land have vested in the State and are being allotted. 
While making allotment of this land care is being taken 
to distribute it to the present holders who have small 
uneconomic holdings with a view to bring them up to 
the economic minimum and to landless tenants and the 
cultivating class amongst the agricultural labourers. 
This is being done with a view to keep the land in the 
occupation of bona fide agriculturists and to ensure 
increase in production. 


In the event of statutory imposition of a ceiling on 
the existing holdings compensation will have to be 
given to the tenants whose land will be acquired. In the 
case of Zamindars whole proprietary rights have been 
extinguished, compensation has been calculated on the 
basis of their net assets and they are also being given 
a substantial rehabilitation grant. In the case of tenants 
whose lands in excess of the prescribed ceiling will be 
acquired considerations for fixing compensation would 
be different and the compensation may be fixed 
in relation to the land revenue assesed in respect 
of the land acquired. This may range from 10 to 15 
times the amount of assessment. The compensation to 
the tenants for acquisition of their land will have to 
be paid by the Government in the first instances and 
will be recouped from tenants to whom the land would 
be allotted. The amount of compensation can be cal¬ 
culated only after the principles governing compensation 
have been determined. If the available land is allotted 
to individual tenants the amount of compensation can 
only be realised from them in instalments ranging over 
a fairly long period and it is quite possible that 
some of it may not be realised at all. Credit facility 
will have to be arranged for these tenants both 
for meeting their liabilities for obtaining land as well 
as for financing their agricultural operations. In case 
large -scale distribution of land is made to tenants who 
are not financially well off, production is likely to 
suffer as they may not be fully equipped to make the 
best use of land allotted to them and the Government 
may have to come to the aid of such tenants. The 
resources of the Government are, however, limited and 
it may not be possible for them to finance agricultural 
Operations on any large scale. 


Administrative Arrangements 

For implementing the provision of the Zamindari 
Abolition Act Government have organized the Land 
Reforms Department under a Land Reforms Commis¬ 
sioner, He is assisted by compensation officers in charge 



no 


of one or more districts, the Deputy Compensation, Offi¬ 
cers in charge of Tahsils and Claims Officers for 
adjudicating the debts of out-going proprietors and 
deciding questions of titles. The Tahsildars have 
been appointed Ex-Officio Deputy Compensation Officer 
and in Parganas where work is heavy they are assisted 
by Additional Deputy Compensation Officers. Provisions 
has also been made for the necessary Land Records 
Staff. In practice the bulk of work is entrusted to the 
existing Revenue and Land Records Machinery. In the 
re-organized set up of the Revenue Department it 
is expected that Tahsildars would be able to 
cope with the work entrusted to them _ and may also 
be able to undertake, with some additional help, the 
work resulting from the imposition of a ceiling on exist¬ 
ing holdings. If the distribution of land is made to indi¬ 
viduals the work of the revenue machinery would be 
lighter as it is used to work of this nature. 

The problem of dealing with land in excess of the 
ceiling which will be taken over by _ the Government 
is an intricate one and has to be considered in relation 
to the ultimate objective for the development of the 
rural economy. It has already been indicated that the 
imposition of a ceiling on existing holdings is not likely 
to result in large areas being placed at the disposal of 
the Government. The areas already vested in the State 
under the previous enactments are at present being 
allotted to selected individuals with a view to satisfy 
the demand for land as well as to secure increase in 
production. If the land to be taken over by imposition 
of a ceiling is to be distributed to individuals on the 
basis of social justice the burden for the payment of 
compensation and for financing agricultural operation 
may prove to be too great for them. It would also not 
be possible to satisfy the land requirement of more than 
a small proportion of the tenants of uneconomic holdings 
and landless labourers. It is, however, not apprehended 
that the redistribution of land to individual bona fide 
agriculturists is likely to become a source of dis-satisfac- 
tion in the rural community. Redistribution of land on 
the basis of making the present holdings economic and 
allotting them to bona fide agriculturists is not likely 
to result in making the agricultural operations more 
uneconomic. In fact reducing the number of the present 
uneconomic holding through distribution of land is 
likely to result in improving cultivation as well as pro¬ 
duction. 

In the circumstances it is felt that the land to be 
released should be utilized in furtherance of the objec¬ 
tive to be achieved for the development of the village 
economy. 

f5) The question of re-organising agricultural econo¬ 
mic, therefore, assumes great importance. Land Reforms 
So far introduced are to be considered as measures 
leading up to a scheme of reorganisation, and it would 
be difficult to effect sufficient improvement in the agri¬ 
cultural operations with a view to achieve utmost effici¬ 
ency and at the same time to meet the demands of 
social justice. Three different lines on which re-organi¬ 
sation could be affected have been suggested : 

(i) on the basis of individual holdings with encour¬ 
agement to co-operative activities in non-farm 
operation; 

(ii) on the basis of small Voluntarily constituted 
co-operative farming groups; and 


Co-operative village management 

The re-organization contemplated in (iii), namely, on 
the basis of the entire area of the village being treated 
as a unit of co-operative management affords scope for 
all-sided development of the village Community as a 
whole. The idea would, however, be new to the village 
people and it would be necessary to create public opi¬ 
nion in its favour before attempting re-organisation on 
this basis. In the beginning it may be found more prac¬ 
ticable to organise small scale blocks _ for cultivation 
by small co-operative groups of families. The village 
itself may be organised as one co-operative unit of 
management, which will deal with various matters of 
general interests. This organisation may be arranged 
by developing the village Panchayats and boardemng 
their field of activity. The Panchayat as a whole or a 
sub-committee of it can usefully serve as the Village 
Production Council which will deal with important inci¬ 
dental matters like distribution of Taquavi, allotment 
of land, settlement of boundaries, determining the area 
of Nistar land etc. The cultivation may, however, be 
carried on the basis of individual farms managed by in¬ 
dividual families or groups of families. Individual farms 
over a specific size should be registered and required 
to undertake cultivation on scientific lines. The mini- 
mum yield per acre for the different varieties of crops 
could also be fixed for these farms. The registered 
farms which stand up to specification should be con¬ 
tinued while those which are unable to satisfy the 
requirement should be reduced in size to the minimum 
prescribed in the Land Revenue and Tenancy Act and 
the surplus land made available to others. 

The legislation which will introduce co-operative 
management of the village as a whole should be of an 
enabling character so that when the village community 
is ready for such re-organisation it may be free to 
undertake it. The wishes of the community would best 
be expressed through the majority of the land holders 
more than one half portion of the land of the village. 

In a scheme of co-operative village management the 
initiative for effecting the necessary improvements 
would develop upon land-holders themselves and this 
may be well result in the whole village being knit to¬ 
gether by each member being bound by rights and obli¬ 
gations towards the whole community. The re-organisa- 
tion on the basis of co-operative management has 
numerous other advantages. It provides a unit larger 
enough for agricultural operations on scientific basis. 
It makes allowances for recognition of ownership by 
allowing scope for individual ownership for the 

management of the village in the interest of the com¬ 
munity as a whole. The agricultural labourer would 
find his palce in the society and have his interests, safe¬ 
guarded. This scheme of management will also be able 
to keep elements within its gold which - have a con¬ 
tribution to make towards its progress. Such organiza¬ 
tion of the village community would also be in keeping 
with the past traditions of the country. The process, 
however, will have to be gradual and the pace will 
depend on the advancement of the pubile opinion. 

(6) The large well-developed and specilized farms run 
on scientific lines may be usefully retained in the new 
agricultural economy. They will provide the necessary 
initiative for better farming and will have valuable 
educative influence, and may eventually be taken over 
by the State as State Farms. 


(iii) on the basis of entire area of the village being 
treated as a unit of co-operative management. 

The first pattern envisages that there is sufficient 
land which by equitable distribution will satisfy the 
need of the cultivators at the same time providing 
economic holdings for them. This assumption is far 
from correct. In Madhya Bharat on a rough calculation 
about 80% of the cultivators do not have economic 
holdings. Even by imposition of a ceiling on existing 
holdings as well as by putting the land vesting in the 
State, under recent legislation, in the pool, the land 
made available for distribution would not solve the 
problem to any appreciable extent. This pattern of 
agricultural economy is, therefore, not well-suited to 
the present requirements. 

The pattern contemplated in (ii) would no doubt be 
in conformity with the preferences of the agricultural 
classes as they are psychologically attuned to ideas of 
present properietorship and individual initiative. It may 
be possible to organize them is voluntary co-operative 
farming groups. Such an organisation or agricultural 
community may achieve good results in respect of pro¬ 
duction and economic betterment of the cultivating 
tenants. It will, however, not solve the problem of the 
landless labourers nor of those whose social and econo¬ 
mic condition is marked by extreme backwardness. Any 
measure of land reforms which aims at solving these 
problems in this manner is not likely to create a deep 
impression on the present agricultural economic. 


Effect on Land Revenue 


As a result of the Zamindari Abolition it is estimated 
that the total demand of the State would be about 
Rs. 1,80,00,000. This figure also corresponds to the figure 
arrived at from the Lawni Patraks prepared in the 
Tahsils in accordance with instructions issued. These 
figures though provisional at present give a fairly 
correct idea of the final figure of demand that will be 
fixed and charged to. At present the collection of land 
revenue is being made on the basis of the provisional 
figures of demand. 


Out of the demand figure of Rs. 1,80,00,000 an amount 
calculated at 15% may be deducted for short collections, 
payment to Patels for collection (Mehantana) and for 
meeting the expenses of the additional village and 
Tahsil staff that will be necessary for the proper- 
management of these villages. This figure works out at 
about 27 lakhs. The Zamindars formerly paid Malguzan 
(Land revenue) to the extent of Rs. 1,02,77,000. After 
deducting these two amounts from the total demand the 
figure of net additional income to Government comes 
to about Rs. 50,00,000. 


It has not been possible to estimate the increase in 
revenue consequent upon the management of the uncul- 
tivated area by the State. There has been a steady 
upward trend over the last 12 years, during which 
Deriod the gross assets of the zamindari area are known 
to have increase from Rs. 1,72,86,000 to Rs. 2,00,05,000. 



This upward trend, it is anticipated, will continue and 
it is possible that the proportionate increase will be 
much greater during the next 5 years, because oi the 
attention the State is now paying to the cultivator and 
to the need for bringing under cultivation the unculti¬ 
vated areas for growing more food. It will not be too 
optimistic to hope that the annual increase on this 
account will be of the order of Rs. 10 lacs per year. 

Compensation under Zamindari Abolition Act 

Under the various provisions of the Madhya Bharat 
Zamindari Abolition Act, the State Government are 
required to pay (a) Compensation, (b) Interest, and (c) 
Rehabilitation Assistance. 

(a) Compensation .—The amount of compensation, 
which is to be paid in instalments not exceeding a period 
of 10 years, works out to Rs. 620,00,000. It is proposed 


to spread the amount over 10 years by making equal 
annual payment of Rs. 62,00,000. 

(b) Interest —Certain points in connection with the 
calculation of interest require clarification. These are 
being cleared in consultation with Finance & Law 
Departments. Meanwhile, provisionally it has been cal¬ 
culated that the amount of interest will be Rs. 85,20,000. 
It is proposed to pay this amount in ten equal annual 
instalments of Rs. 8,52,000. 

(c) Rehabilitation Grant—On the basis of liberal 
interpretation of the provisions of the Act, the amount 
of Rehabilitation Grant has been calculated at 
Rs. 3,60,00,000. But on the basis of the interpretation 
of the Law Department on a portion of Section 53 of 
the Zamindari Abolition Act in respect of who earn 
their livelihood wholly or mainly from agriculture, this 
estimated amount is likely to be greatly reduced. 



MYSORE 

Memoranda sent by the Finance Dept., Govt, of Mysore, to the Taxation 

Enquiry Commission 

MEMORANDUM I 


General Note on State Budgetary Position and Taxation 


I. Existing Taxation Measures. 

Reference is invited to the notes appended regarding 
the major items of Revenue covered by the questionaire. 

II. Budgetary Position. 

Section I — Pre-war period .—The period of five years 
previous to World War II was one of balanced Budgets 
for the State. The main sources of revenue in those 
years were Land Revenue, Forest, Excise, Income-tax, 
Railways and Hydro-electric Works. The revenue from 
Excise was more or less earmarked for education, the 
expenditure on which was the largest single item in 
the Budget next to debt charges. The other items of 
expenditure in the order of importance were Land 
Revenue, Pensions and Subsidy to the British Govern¬ 
ment. 

Section II—War period .—With the advent of war and 
the inflationary trends to which it gave rise, revenues 
of the State under almost all heads rose and the percen¬ 
tage of collections to demands under revenue heads im¬ 
proved. Increases were particularly noticeable under 
Excise, Income-tax, Railways and Eelectricity. The levy 
of gold duty also brought in considerable revenue. These 
increases in revenue were, however, set off by corres¬ 
ponding increases under expenditure heads. Food con¬ 
trol establishment and payment of Food subsides involved 
a new expenditure from the State General Revenues 
to the extent of Rs. 9-13 crores in the period from 1943-44 
to 1951-52. Simultaneously, there was increase spending 
on development schemes and social services. It was, 
however, during this period sizeable contributions to 
the several reserves were made. At the end of 1946-47 
there was a balance of Rs. 870-83 lakhs in the Special 
Reserve Fund. 


Section III — Post-war period .—Receipts from Sales-tax 
and Excise further went up but expenditure on Educa¬ 
tion also rose by rapid strides. Gold duty, which yielded 
a revenue of about Rs. 895 lakhs in the period from 
1939-40 to 1949-50, was abolished on 27th July 1949. In 
its place an agreement was entered into with the Mining 
Companies for the sharing of profits earned by them 
above a certain limit, the drop in revenue on this 
account being expected to be not more than Rs. 40 to 
50 lakhs per annum. The actual loss was, however, 
more than was anticipated which is due to fall in the 
price of gold and there being no surplus profits left to 
be shared. The reserves that had been built up during 
the war period had to be closed to Government account 
to find the resources for meeting post-war demands. It 
became necessary in view of steep rise in the cost of 
living to afford relief to Government servants, including 
labour employed in Government Industrial concerns. 
Accordingly, on the recommendation of the State Pay 
Committee set up in this behalf, the salaries of Govern¬ 
ment servants and the labour working in the Govern¬ 
ment Industrial Concerns were revised and given effect 
to from 1st January 1947 at a total extra cost of nearly 
Rs. li crores per annum. The increase in the rate of 
Dearness Allowance granted also added to the expendi¬ 
ture by another crore. Even so, the scaje of pay and 
allowances of Government servants in the State are 
considerably lower than the Central Scales of pay and 
allowances. 

The following statement indicates the increase in 
expenditure on nation-building departments since the 
advent of the popular Ministry in 1947. 


(Figures being Pro forma may not tally with printed estimates under certain hands.) 

(Rupees in lakhs.) 



Accounts 

1946-47 

Accounts 

1948-49 

Accounts 

1949-50 
(9 months) 

Accou¬ 

nts 

1950-51 

Accounts 

1951-52 

Revised 

> 952-53 

Budget 

> 953-54 

Education . . . . . . . 

130*84 

253-49 

213-72 


1288-56 

t 299-33 

t 335-97 

t 377’35 

Agriculture. 

7’79 

42-13 

42-45 


I 35-50 

40 ' 9 i 

4224 

50-27 

Veterinary. 

693 

14-18 

13-80 


18-92 

19-43 

2115 

25 -15 

Horticulture . . . . . . . • . 

8-51 

5'85 

5-29 


5-84 

615 

7 - 8.5 

9-66 

Sericulture ........ 

2-77 

3’73 

2-67 


6-31 

6-31 

6-12 

8-96 

Industries and Supplies ...... 

5 ' *3 

II *21 

5-08 


6-49 

I I *71 

9’93 

18-64 

Departments of Labour, etc. ..... 

* 

1-94 

2*01 


2’37 

3-56 

3-42 

3 20 

Rural Development ...... 


* 

19-52 


8 i -45 

48-52 

42*15 

31-52 

Co-operative Societies ...... 

2 * 10 

337 

318 


7-15 

5'79 

6-08 

6-59 

Grants for Public Improvements .... 

52-14 

104-47 

61-31 


27*22 

25-31 

20-37 

10-05 

Public Works ....... 

102-28 

150-78 

137-72 


I 43-53 

277-74 

321-72 

321 - 45 + 

Medical . . . 

32-94 

82-51 

5056 


79-87 

83-25 

87-80 

102-75 

Public Health ....... 

7-09 

> 6-75 

1490 


21 "66 

27-37 

32-09 

42-84 

Total 

352-52 

69O * 41 

572-21 

824-87 

855-27 

936-89 

1,008 • 60 

Capital Expenditure not met from Revenue 

* 








Railways and Tram-wavs ..... 

8-71 

43-44 

1 '49 




... 

.... 

Krishnarajsagar Irrigation Works .... 

9-55 

13-87 

5-85 










>• 

50-72 

113-04 

126-75 

156-61 

Other Irrigation Works . . 

6-52 

32-17 

30-38. 






Civil Works . . . . . . 

... 

... 

... 


... 

... 

4*00 

10*00 

Other Works ........ 







2-39 

10*00 

Hydro-Electric Works ...... 

110-75 

193-42 

196-85 


191-11 

190-64 

215*00 

150*00 

Industrial and Other Workes ..... 

22*20 

36-89 

12-97 











i 43 - 69 

16-45 

I 53-04 

185-66 

Iron and Steel Works ...... 

2-71 

57‘54 

109'64J 






Total 

160-44 

377'33 

357 ’iS 

385-52 

320-13 

*50-18 

512-27 


♦Included in grants for Public Improvements. 

tDoes not include expenditure on Education Buildings now booked under Civil Works but includes expenditure on Industrial ^Education. 
$ Include 16*65 lakhs for construction and repair of Education Buildings. 












Section IV.— Federal Financial Integration .—As a 
result of Federal Financial Integration, which came in¬ 
to effect from 1st April 1950, the State lost at one stroke 
its more elastic sources of revenue. The “Revenue Gap” 
to be made good to the State for the loss in revenue 
was computed at Rs. 345 lakhs on the basis of actuals 
for the pre-integration period but this took no account, 
however, of the higher yields from the integrated sources 
of revenue that would have accrued to the State but 
for integration. Though a grant of Rs._ 40 lakhs was 
given subsequently on the recommendation of the Fin¬ 
ance Commission, this together with the “Revenue Gap” 
has fallen short of the revenue lost by the State on 
account of integration. It has also to be stated that the 
compensation as above will progressively reduce itself 
at the rate of 8 per cent, per annum from 1955-56 on¬ 
wards and at the end of 1959-60 all that the State would 
be entitled to would be a share in the all-India Income- 
tax and Excise pool. On the other hand, the develop¬ 
ment activities and schemes initiated by the State Gov¬ 
ernment from about 1947, i.e., even before, the formula¬ 
tion of the Five-Year-Plan, have been responsible for 
a considerable increase in expenditure on account of 
which mainly the accumulated surpluses built up during 
the War period had to be drawn upon and spent almost 
fully. 


Section V—Five-Year-Plan.—There has been a fur¬ 
ther accelaration of development expenditure as a 
direct result of the State’s Five-Year-Plan, details of 
which will be found set out in the Booklet “India’s First 
Five-Year-Plan and Mysore State”. From the statement 
of expenditure incurred against the targets fixed in 
the Plan appended to this note it will be seen that there 
has been a short fall to the extent of Rs. 2 crores a 
year as compared to the target of expenditure under 
the Plan. The resources for the Plan included public 
borrowing to the extent of Rs. 9 crores of- which a sum 
of Rs. 3 crores has been raised so far and a sum of Rs. 6 
crores has yet to be borrowed. Central assistance at 
the rate of Rs. 3 crores per year (major portion of 
which is by loans) has been received for the imple¬ 
mentation of the Plan. Even so, the total resources 
are short of the requirements mainly due to non-reali¬ 
sation of ( 1 ) the anticipated sum of Rs. 5 crores from 
“Incomings from Deposits, etc.,” and (2) the estimated 
receipts of Rs. 8-8 crores from taxation measures. As 
regards item ( 1 ) above, the major portion had to come 
from the State’s Savings Schemes but the realisations 
were not as good as had been hoped for due mainly 
to the fact that the income-tax concessions which the 
State’s Savings Schemes enjoyed before Integration 
have been withdrawn. With regard to the additional 
taxation under the Five-Year-Plan, action has already 
been taken to enhance the rate of the existing or levy 
of fresh taxes and cesses, as follows : — 

1. Tax on petrol and motor vehicles tax. 

2 . Education Cess. 

3. Sales-tax on Tobacco. 

4-. Tax on electricity consumption. 

5. Health Cess. 

6 . Tax on Lotteries and Prize Competitions. 

7. Tax on Cinematograph Shows. 

The total receipt from the above levies is about 
Rs. 50 lakhs per year. 

Section VI—Changes in Budgetary Position— There 
is no appreciable scope for increasing the revenue 
resources of the State except under (1) Revision of 
Land Revenue Assessment, (2) Betterment levy and 
increase in water rates, and (3) Levy of Agricultural 
Income-tax. These measures are now under the consi¬ 
deration of the State Government. As regards item (1), 
it has to be stated that under the State’s District Boards 
and Village Panchayat Act, 25. per cent, of the total 
Land Revenue collections, including cesses, have been 
assigned to these Local Bodies with effect from 14th 
February 1952. Against this, must be set however, (1) 
the fall in receipts from Sales-tax as a result of con¬ 
stitutional restrictions and general downward trends 
in business, and (2) decline in Excise Revenue in view 
of adverse economic conditions. Thus even with the 
new levies imposed and other measures for increasing 
the revenue under contemplation, there is not likely to 
be any improvement in the overall financial resources 
of the State in view of the fall in existing revenues 
and steep rise in expenditure on Social Services. The 
integration of Bellary District to the State with effect 
from 1st of October 1953 has had the effect of widen¬ 
ing the existing revenue gap and also of throwing an 
additional burden of a capital nature on the State 
Exchequer on account of Tungabhadra Project, etc., 
under the Andhra State Act. With the loans from the 
Government of India falling due for repayment and 


increased public borrowing yet to be resorted to for 
the execution of the Five-Year-Plan, the State’s Public 
Debt charges which are already heavy, are bound to 
increase and become heavier. The State had also dur¬ 
ing the past three years to incur very heavy expendi¬ 
ture to the extent of Rs. 1 crore in connection with 
general distress conditions bordering on famine prevail¬ 
ing over nearly half the area of the State. 

A serious attempt has also been made by the State 
Government in the past two years to implement fully 
the. comprehensive recommendations made by the 
Economy Officer and to secure considerable reduction 
in Government expenditure. 

Section VII — Tax and Non-Tax Revenue. —The follow¬ 
ing comparative figures with reference to Budget 
Estimates of 1953-54 show 'the relative significance of 
the Tax and Non-tax Revenues : — 

(1) Tax Revenues— 

Land Revenue . . . \ . 

■State Excise . . . . 

Stamps ... ... 

Registration ...... 

Motor Taxes on Vehicles 
Sales-Tax and other taxes . . 

Health Cess and Education Cess 

. (2) Non-Tax Revenues— 

(a) State Enterprises, Electricity and Indus- I • 30 crores. 

tries (NET). 

(i) Non-Tax Revenue (Receipts from other 2-75 crores. 
departments such as, Forest, etc.) 

(3) Grant-in-aid from the Centre . . . 4-02 crores. 

Taxation by the State has very nearly reached the 
maximum levels and non-tax Revenue like Forest and 
Departmental Receipts is showing a tendency to 
decrease. Grant-in-aid which has replaced Federal 
items of revenue withdrawn from the State list, forms 
a major item of the Revenues to the State. The 
Revenue from non-tax Revenue could be further in¬ 
creased provided new State Industries and Electrical 
Projects are taken up. 

III. General Comments by the State Government . 

The State is immediately faced with certain problems 
of its own which will have far-reaching repurcussions 
on its future finances. The directive principles of the 
Constitution require the State Government to make 
education compulsory up to the age of 14 and the pro¬ 
posals of the Expert Committee on Educational 
Reforms set up by this Government last year have yet 
to be implemented and the implementation of the same 
can no longer be postponed. This involves an estimated 
additional expenditure ranging from 1-65 to 6-47 crores 
per annum over a period of 10 years. The time has 
also come for taking the next step in advance with 
regard to the State’s prohibition piolicy. Prohibition 
was introduced in the State in 1948 and now covers 
six districts (including Bellary) and four Taluks with 
an area of 23,291 square miles out of the State’s total 
extent of 33,310 square miles. The neighbouring States 
of Madras, Andhra and Bombay have gone completely 
dry and in a matter like this, no standing still or half 
way house is possible. The State Government has either 
to scrap prohibition altogether or go to the logical 
conclusion of extending it over the entire State. This 
Government intends to follow the latter course where¬ 
by there will be a loss of revenue to the extend of 
Rs. 2 crores annually. This is a big slice of the State 
Revenue to be foregone but the logic of the situation 
leaves no other alternative to the State. Another source 
of embarrassment to the State Government is the 
existence within the State of higher scales of pay and 
allowances of Central Government Departments, cheek 
by jowl with the lower State’s scales. The disparity 
between the two sets of scales has led to frequent 
demands from the State employees for upgrading the 
State’s scales to the level of the Central scales of pay 
and allowances. The State has already granted an 
addition to the Dearness Allownace at a flat rate of 
Rs. 5 per mensem at a cost of Rs. 50 lakhs per annum. 
Levelling up of the State scales of pay and allowances 
to the Central scales involves a further additional 
expenditure bn the pay roll to the extent of Rs. 5 
to Rs. 6 crores per annum. This is one of the causes 
of discontentment to the State’s 90.000 employees. This 
question was raised at Finance Ministers’ Conference 
in 1952 but without definite results. A solution to 
this problem has to be found if the expenditure incur¬ 
red by the State on salaries and allowances, which is 
already very heavy, is not to become heavier still and 
thereby reduce the availability of resources for the imple¬ 
mentation of Development Schemes. 

As already remarked by the Finance Commission in 
1952, Mysore of all States in the Indian Union, has the 
highest percentage share of expenditure in respect of 


}■ 5-79 crores. 







Social Services with a relatively low rate of expendi¬ 
ture on administration. The State expenditure on 
Welfare and Social Service activities is likely to go 
up further rather than come down in future years. 
Against this must be set the limited scope for further 
improvement in the revenue resourcs. The State Gov¬ 
ernment has laid its views before the Finance Commis¬ 
sion regarding the revision of the basis of allocation 
of the Divisible Pool of Income-tax and Excise Duties 
and the justness of Mysore’s case for further financial 
assistance has been conceded by the Commission 
in their recommendation for an ad hoc grant 
of Rs. 40 lakhs per annum. Regarding the levy 
of the Estate Duty, Mysore is not likely to be 
helped to any appreciable extent. So far as Mysore is 
concerned therefore, no substantial benefit will accrue 
except by a retransfer to it of the more flexible source 
of revenue. The following are among the measures 
which have either been raised by the State Govern¬ 
ment already before the Finance Commission or are 
to be considered with a view to strengthening the 
finances of the State : 

1. Continuance of payment of compensation to 
cover the net revenue gap under Federal Finan¬ 
cial Integration without any reduction; 

2. Revival of the concession of exemption from 
Income-tax enjoyed by the State’s Savings 
Schemes in the pre-integration period; 

3. Extension of the period of loans to the State 
by the Centre up to 30 years' in respect of 
Schemes which yield a cash return of less than 
4 per cent ; 

4. Levy of terminal taxes on passenger fares and 
freight charges and allocation of the yield to 
the State; 

5. Transfer of Excise Duty on commodities like 
tobacco, coffee, sugar, gold, etc., wholly to the 
State or in the alternative, inclusion of all 
Excise Duties in the Divisible Pool and re-alloca¬ 
tion of the same with reference to population 
and area of the State according to the following 
formula : — 

(a) No distinction should be made between 
Part ‘A’ and Part ‘B’ States ; 

(b) Seventy per cent (70 per cent.) of the col¬ 
lection should be allowed for distribution 
and thirty per cent. (30 per cent.) retained 
by the Centre ; 

(c) The divisible amount to be distributed on 
the following basis : — 

Sixty per cent, on the^ basis of collection. 
Thirty-five per cent, on the basis of popu¬ 
lation or consumption. 

Five per cent, for special circumstances. 

If the percentage for collection should be 
considered high, any percentage bet¬ 
ween the above and the following may 
be adopted : 

Forty-five per cent. Collection. 

Fifty per cent. Population or consumption. 
Five per cent. Special circumstances. 

(d) Whatever tax is in force in the form of 
Excise Duty should be distributed and no 
Duty should be omitted for allocation. 

6 Raising the Divisible pool of Income-tax from 
50 to 70 per cent, and including the Corporation 
Tax also in the Pool; 

7. Removal of restrictions on the levy of Royalty 
on mining in the State; 

8 . Raising of further loans by public borrowing 
by the Central Government and to the alloca¬ 
tion of the amounts so raised among the States 
according to their relative needs, instead of 
States entering the money market on individual 
account and competing with each other. 

The recurring deficits in the State Budget and the 
States’ increasing dependence upon grants-in-aid and 
loans from the Central Government in the post-inte¬ 
gration period are not due to any temporary or adventi¬ 
tious factors or to an inherent weakness in the State’s 
financial position but more to the disequilibrium bet¬ 
ween the functions and resources of the Central and 
State Government, embedded in the Constitution it¬ 
self. The proper approach to the problem of future 
taxation in the country should, therefore, be along the 
line of a major amendment to the Constitution for 
securing a more equitable distribution of available 
resources between the Centre and States so as to 
guarantee the minimum amount required by the State 
for carrying through the functions and responsibilities 
cast on it by the Constitution in a free and unfettered 
manner. As things stand, however, all the more flexible 
sources of revenue are allocated to the Union List and 
the States being left with only static and in elastic 
items, are compelled to approach the Centre frequently 


for financial aid in one form or the other. This undue 
concentration of resources with the Centre, with the 
consequent chronic paucity of funds with the States, 
is inconsistent with the constitutional position under 
which a good portion of work relating to development 
falls within the State’s sector. A rectification of the 
balance in favour of the State is, therefore, a consum¬ 
mation devoutly .to be wished for. Without such a 
reform it is likely that a dole habit will be created in 
the country and that State Governments would be 
placed entirely at the mercy of the Centre for the 
discharge even of their constitutional responsibilities 
and obligations. The acceptance of financial aid* by the 
Centre has also resulted in a tendency on the part of 
Departments of. the Central Government to encroach 
upon the functions and duties clearly allocated to States 
under the Constitution, this sort of interference being 
particularly felt after the setting up of the Planning 
Commission with considerable scope for regulation and 
control by the Centre over several matters within the 
sphere of State’s activities. This interference has gra¬ 
dually extended under schemes such as the Community 
Project, National Extension Services, etc., to cover a 
very wide field not only of State’s functions but even 
those falling strictly within the purview of the Local 
Bodies. This tendency has gone to the absurd length 
of matters relating to execution of what are called, 
“Local Development Schemes” in the State being super¬ 
vised and regulated to. its last detail from Delhi. Even 
activities relating to Women’s Organisations or Chil¬ 
dren Welfare in the States are not free from interfer¬ 
ence. Thus the clear-cut lines between the State and 
Union activities defined in the Constitution are being 
blurred by Central interference in State matters to a 
point where the line of demarcation itself has almost 
faded. This is a serious infringement of the Constitu¬ 
tional position calling for rectification. 

Apart from this aspect, grants-in-aid by the Centre 
to the States, which the latter cannot afford to dis¬ 
pense with in their present parlous financial position, 
are made conditional upon a good portion of the recur¬ 
ring and non-recurring charges being found by the 
State and this condition has given rise in many cases 
to commitments beyond the State’s resources. There has 
also been latterly a shift in the form of Central assis¬ 
tance from grants to loans in respect of essential but 
unproductive schemes also, which has resulted in a 
further increase in the already heavy public debt 
charges of the State. These undersirable and dangerous 
trends in the financial relations of the States vis-a-vis 
the Centre would, if not rectified, lead sooner or 
later to a complete breakdown of State’s finances. The 
most crucial question before the country, therefore,- is 
re-allocation of tax resources between the Centre and 
State Governments by a suitable revision of the Union 
and State’s Lists with reference to the functions and 
responsibilities allotted to them under the Constitution. 


Revenue and Expenditure of the State 

(In lakhs of rupees) 


Years 

Revenue 

Expendi¬ 

ture 

charged to 
Revenue 

Expendi¬ 
ture made 
from 
Reserves 

Surplus 
+ or 
Deficit— 


I. Pre-war Period 



> 934-35 

367-66 

368-45 

6-6i 

— 79 

1935-36 

385 -76 

383-22 

3 ' >9 

+ 2-54 

1936-37 

400-25 

398-58 

2-82 

+ 1-67 

1937-38 

395-54 

394-55 

2-82 

+ '99 

1938-39 

398-28 

397-49 

6-49 

+ •79 


II. War Period 



1939-40 

4 I 7-98 

4 > 4-97 

8-27 

+ 3 -°l 

1940-41 

475 -i 8 

472-87 

40-43 

+2-31 

1941-42 

5 > 6"79 

515-09 

33-33 

+ i'7° 

1942-43 

638-95 

636-91 

40-72 

+2-04 

1943-44 

8 . 57-29 

854-49 

36-47 

+ 2* 80 

1944-45 

1001-38 

995-38 

55-67 

+2*00 

1945-46 

992-27 

990*27 

58-46 

+ 2-00 


III. Post-War Period 


1946-47 

1176-82 

1174-88 

62-10 

+ 1-94 

1947-48 

1070-62 

1068-03 

96-44 

+ 2-59 

1948-49 

1184-40 

1184-40 

272-83 


> 949-50 (9 Months) 

949-09 

950-08 


— 99 

1950-51 

I 337-90 

1268-58 


+ 69-32 

> 95 i -52 . ■ 

1830-52 

>834-54 

19-90 

—4*02 

> 912-53 

1871-39 

> 794-99 


+76-40 

> 953-54 (Budget) . 

2062-25 

2219*58 

* • 

—> 57-33 
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Capital Expenditure 


1 . Pre-War Period 

1934 - 35 . 

1935- 36. 

* 936*37 • . ... 

1 937 “ 3 & . . 

* 938-39 • . . 


II. War Period 


* 939^49 

WM* 

* 94 ‘- 4 a 


In lakhs of 
Rs. 

35^7 
35-40 
37 - 7 * 
70: 13 

96-57 


74-*9 
50-44 
73-36 


*94M3 
* 943*44 
; * 944*45 
* 945-46 


1946-47 

*947-48 

*948-49 

*949-5° 

*950-5* 

*95>-5a 

*958-53 

* 953-54 


III. Post-War Period 



93’3a 
1ao*08 
108*37 
* 54-95 


160*44 
168*ai 


377-33 
357 -*8 
(q months) 
363-44 
3ao*13 
43**68 
5 ia*a 7 
. (Budget) 











MEMORANDUM D (a) 

General Note on Local Taxation (District Boards and Village Panchayats) 


I. DISTRICT BOARDS 

The Mysore District Boards Act of 1926 has been 
replaced by the Mysore Village Panchayats and District 

? loards Act of 1952. This Act came into force from the 
4th February 1952, but elections under the new Act 
have not yet been held. 

The principal sources of revenue for the District 
Boards under the old Act and the Act now in force 
are shown below : — 

(1) Tax Revenue 

Old Act New Act 

i. 76 per cent, of the Local Cess 1. 6J per cent, of the Land 
on Land Revenue. . Revenue collected in the area 

within the jurisdiction of the 
District Board minus the cost 
of collections. 

2. 67 per cent, of the Local Cess 2. An amount equal to 6 J per 
on Excise and Forest Reve- cent, of the Land Revenue 
nue. collected in the State, the 

amount to be allotted to each 
District Board being such as 
the Government may deter¬ 
mine from time to time, 
minus the cost of collections. 

In addition the entire Local 
Cess on Land Revenue and 
Forest Revenue and 1/17 of 
the Excise Revenue, exclu¬ 
ding the cost of collections. 

3. Income from tolls and ferries 3. Income from Tolls and ferries, 

etc. 

4. Motor Traffic Revenue . 4. Portion of the following taxes s 

(1) Vehicle Tax. 

(2) Road Tax on lorries, buses 
and vehicles. 

(3) Service Tax. 

(4) Revenue on Registration of 
immoveable properties 
within the local limits of 
the District Board as may 
be assigned from time to 
time by the Government 
to the District Board shall 
form part and be paid into 
the District Fund. 

5. License Tax fees under 
Section 55 of the District 
Board Act. 

6. Railway Cess in all the 
Districts except Bangalore, 

Hassan, together with in¬ 
terest annually accruing. 

7. Special Cess under Section 
69 for carrying out any of 
the duties imposed under 
Sub-Section (1) of Section 
45 of the District Board 
Act. 

(2) Non-Tax Revenue 

1. All interests, profits and other 
moneys accruing by gift or 
transfers from the Govern¬ 
ment or private individuals 
or otherwise. 

2. All proceeds of land and 
other property sold by the 
District Board, etc. 

3. All sums received by or on 
behalf of the District Board 
Act or any other Act. 

4. Fees from Markets 

5. Fees from Travellers Bun¬ 
galows and Musafirkhanas. 

6. Miscellaneous receipts of a 
minor character like fines, 
penalties under the District 
Board Act. 

7. Fees from District Board 
High Schools. 

8. Contributions and grant-in- 
aid by Government— 

(1) for Roads and Buildings 

(2) for Education 

(3) for Medical and Public 
Health. 

9. All rents from lands and other 
properties 


The main changes are (1) .acceptance of the recom¬ 
mendations of a Committee appointed by the Govern¬ 
ment in September 1949, which reported in June 1950, 
and (2) assignment to the District Boards in the State 
12 i per cent, of the land revenue excluding the collec¬ 
tion charges under the New Act. Of this a sum repre¬ 
senting 6| per cent, of the net land revenue collected 
in the district is to be made over to each District 
Board. The other 6J per cent, of th net land revenue 
of the entire State will be distributed to all the District 
Boards in the State by the Government, the amount 
to be given to each Board being determined by the 
Government. Payments on this account are being made 
with effect from 14th February 1952. The collection 
charges to be deducted are fixed at 12J per cent of 
the amount to be distributed, though they work out 
to a larger percentage, as a concession to the District 
Boards. 


Secondly, the entire local cess on land forest 
revenues and 1/17 of the excise revenue excluding the 
collection charges are made over to the District Boards 
as against 76 per cent, and 67 per cent, respectively 
which were being paid formerly. 

Thirdly, power has been taken under the New Act 
to transfer a portion of the following taxes : — 

(i) Vehicle tax, 

(ii) Road tax on lorries, buses and vehicles. 

(iii) Service tax, and 

(iv) Revenue on registration of immoveable proper¬ 
ties within the local limits of the District 
Board. 


Though power has been taken to transfer portions 
of the above revenues no transfer has yet been made 
by the Government. The District Boards have been 
agitating for these revenues being made over, but the 
Government has not been able to accede to their 
requests for reasons which are explained later. 

Main trends—Tax Revenue 

There has been a steady increase in the realisations 
under the principal heads of revenue of the District 
Boards, the increase registered for the three years bet¬ 
ween 1949-50 and 1951-52 being 62 per cent. The intro¬ 
duction of total prohibition in six districts of the State 
and partial prohibition in two, has varied effects on 
the District Boards. While some District have suffered 
a considerable loss of income from the introduction of 
prohibition, there are others whose income from this 
source has actually increased. The deficiency has been 
made up to the Boards by the Government in some 
measure by the payment of grants-in-aid from the 
State Fund. In the distribution of the second 61 per 
cent, of the land revenue the affected Boards are given 
larger grants. The assignment of land revenue has 
given the District Boards considerable additional in¬ 
come. Further, the rate of local cess which can be 
levied for the benefit of the District Boards ranges 
from Re. 0-1-0 to Re. 0-2-0. Most of the Boards have 
not yet proposed the levy of the Cess at the maximum 
rate and this items gives the Boards a flexible source 
of revenue which has still to be exploited fully by 
several Boards. 


Non-tax Revenue 

This comprises the following items : — 

1. Grants from the Government for Medical, Pub¬ 
lic Health, Education and other purposes. 

2. Shandy collections, fees from Travellers’ Bunga¬ 
lows, market and Toll collections and other 
miscellaneous realisations such as license fees. 

Administration of Taxes 

So far as the Cesses and the assignment of land 
revenue are concerned, the levy and collections is by 
the Government agency and the amounts due to the 
District Boards are transferred to them periodically. 
The collection charges are not high. So far as the tolls 
and other taxes are concerned, the District Boards 
have now been given Executive Officers of the status 
of Assistant Commissioners attend to the adminis¬ 
trative duties of the Boards. This development may 
be expected to improve the collection of the taxes. 


No. Change. All the items of 
non-tax revenue under the 
OLD ACT continue under the 
NEW ACT also. 
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Contributions by Government 

In three important fields of the work of the District 
Boards, viz., education, public health and communica¬ 
tions, the Government is itself doing a great deal of 
work through its own departments and also by way 
of grants. So far as education is concerned, the grants 
by the Government paid through the Department of 
Public Instruction meet 75 per cent, of the expenditure 
of the High Schools run by the Disrict Boards. This 
is in addition to the very large number of Government 
High Schools all over the State which are run fully 
at the cost of Government. For the local fund dispen¬ 
saries the pay of the Assistant Surgeons, Grade II and 
the cost of European Medicines is met fully^ by the 
Government and the other expenditure is shared bet¬ 
ween the District Board and the Municipality concern¬ 
ed. The Government is also running a number of 
Health Units at its cost all over, the State. 

So far as roads are concerned, there were formerly 
four classes of roads. The State maintained the I class 
roads at its cost and maintained the II class roads 
recovering a contribution from the District Boards. 
The III and IV Class roads* were' maintained by the 
District Boards but the Government gave contribution 
to the Boards towards their maintenance. This system 
. was found cumbersome and has now been replaced by 
a clear cut division of only two classes of roads—one 
maintained by the Government at its own cost and 
other by the District Boards at their cost. In the pro¬ 
cess of reclassification however, the District Boards 
agitated for relief from the burden they were bearing. 
"Die Government has afforded them relief and the new 
arrangement saves a sum of Rs. 4,31„757 to the District 
Boards. 

Again, ^he amelioration of the Depressed Classes 
(Schedule Castes and Scheduled Tribes) is an obliga¬ 
tory duty of the District Boards under the new Act. 
The State which Was spending large sums under this 
head continues to be in charge of this work meeting 
the expenditure from its own funds. In addition to 
educational expenditure which is of the order of 
Rs. 10-25 lakhs, the State is' expending about Rs. 25 
lakhs on the provision of free sites and subventions 
for construction of houses. These do not take into 


account the loss by way of free grants or grants at 
reduced upset price of land for agricultural purposes. 

Prospects 

For the reasons set out above, though the District 
Boards have been agitating for making over further 
items of revenue provided by the Act, it has not been 
possible for the Government to accede to their request. 
This is not to say that the Boards have no need of 
further revenues or that the need for the expansion 
of their work and usefulness i£ not conceded. As things 
have developed in Mysore, however, there has been 
and is an overlapping in the functions and developr 
mental activities of the Government and the Boards. 
It has been explained how the Government has been 
spending very large sums from its own revenues for 
these purposes. The finances of the State are strained 
to the Maximum extent at present. The Government is 
willing to help the Boards as much as is possible, but 
in the conditions obtaining at present, it cannot in 
the near 'future find it possible to make over more 
items of revenue. One way of affording relief win possi¬ 
bly be to rearrange the functions without the overlap¬ 
ping existing at present. When this is done and the 
Government and the local bodies divide the functions 
and duties for exclusive attention by each and meet 
the full cost themselves, a suitable adjustment of 
revenues may also be thought of. 

The Planning Commission contemplates the setting 
up of smaller regional bodies than District Boards and 
some States are also considering the establishmeht of 
Taluk Boards. This Government have just appointed 
a Committee to examine whether the District Boards 
may be continued in their present form or be replaced 
by Taluk Boards and make recommendation. When the 
Committee, furnishes its report, a suitable adjustment 
of the revenues appropriate to the duties of the Boards 
will be considered. ' 

H. Village PanclUyats 

The statement below gives the revenue of the 
Village Panchayats in Mysore for the years 1948-49 
to 1951-52 classified under the different heads. 


Items of Revenue 





1948-49 

1949-50 

1950-51 

1951-5.2 






Rs. 

Rs. 

Rs. 

Rs. 

i House Tax .... 


• 



10,38,639 

8,71,837 

9,82,015 

9 , 83,137 

3 Tax on shops . 





50.349 

40,042 

41,320 

44,696 

3 Cart tax . 


• 



69,040 

5845 

fi ,258 

3,989 

4 Tax on vacant sites . 


• 



1,43,220 

1,16,587 

i,39,8o8 

1,53,768 

5 Other Taxes .... 





34,255 

1,79,937 

20,092 

25,626 

6 Licence fees .... 


• 



2,698 

2,716 

3,194 

5,372 

7 Other fees . . 


• 



5 . 4*9 

5,640 

10,556 

17,594 

8 Cattle pounds 


• 



40,873 

24,546 

25,982 

38,110 

9 Fines . . 





• 12,698 

10,970 

17,059 

4 , 5*9 

to Other items .... 





3 , 11.450 

1,45,094 

1,51,869 

1 , 83,375 

11 Grants and contributions . 


‘ 



3,24,400 

91,881 

« 

86,690 

1,08,636 

12 Deposits 





57,076 

16,863 

36,273 

29,534 

13 Advances .... 


# 


Total 

27,498 

21,36,609 

25,035 

15,36,993 

12,809 

15,32,925- 

9,201 

16,07,567 


The income for 1948-49 is very much larger than that 
of the other years. This was due to the drive for ener¬ 
getic collectioh of arrears set up by the revenue officers 
in that particular year in some measure. It is also 
partly due to the liberal grant of contributions, loans, 
etc. in that year. There has been a steady rise in the 
income for the other years from year to year. The in¬ 
come for 1952-53 is Rs. 14,88,439. The fall noticeable 
in the year is to be explained as due to slackness in 
the collection work and supervision. 

Trends 

The largest single source of revenue to the village 
Panchayats is house tax and the tax on vacant sites. 
This shows a steady increase from year to year for 
the three years from 1949-50. The other regular items 
of incomes are the tax on shops, license fees, and in¬ 
come from cattle pounds. All the three register a 
steady increase during the three years from 1949-50. 
The other sources of incomes like the cart tax, other 


taxes, other fees, fines and other items are fluctuating 
in nature from which a steady income cannot be expect¬ 
ed. 


Additional Source of Revenue 

Under 'the new Mysore V. P. and D. B Act of 1952, 
the following additional sources of revenue are pro¬ 
vided ' to the Village Panchayats : 

(1) Assignment of 12£ per cent, of the Land Reve¬ 
nue collected in the State excluding the collec¬ 
tion charges. 

(2) Levy of village improvement tax at a minimum 
and maixmum rate of Rs. 6 and 10, respective¬ 
ly, per family commutable into labour under 
Section 40 of the Act. 
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Administration of Taxes 0 

At present the collection of the village taxes is 
done by the village officers, viz., Patels and Shanbhogs. 

It is provided under section 45 of the Mysore V. P. and 
D B Act of 1952 that the arrears of village taxes are 
recoverable by the Amildar as an arrear of land reve¬ 
nue It is being increasingly felt that the village officers 
are not working efficiently at the collection of taxes 
and the revenue officers are also unable to bestow 
proper attention to this matter owing to their several 
-other duties connected with the general and revenue 
administration with which they are entrusted. The con¬ 
sequence has been that very heavy arrears are left.un¬ 
collected year after year. One of the serious short- 
rnmintfs in the present arrangement is the lacK 01 
permanent executives for the village Panchayats. The 
New Act, no doubt, contemplates the constitution^ of 
Group Panchayets which can be self-sufficient and 
which can employ the necessary executive staff, but 
as explained later, it has not been P°ssible to get 
Panchayets to agree to grouping in any appreciable 
measure. The Single Village Panchayets which are 
constituted have perforce to depend upon the village 
officers and the revenue agency, and are, therefore, 
unable to satisfactorily collect their taxes and the out¬ 
standing arrears. 

Contrary to expectations, it is a matter of genuine 
reeret that the Village Panchayets have not shown 
signs of healthy development in spite of all the interest 
taken byGovernment. The reasons for this, unfortunate 
trend require careful analysis. It is possibly due to 
lack of sufficient interest taken by the villagers and 
also to some organizational defects. In recent years 
there hasTeln a 8 remarkable tendencv in the people 
all the State over of a steady migration of the more 
hardworking and intelligent persons and labourers 
from the rural area Jo the urban. The cost of living 
has increased. The igJfssities of civilised existence have 
increased and the KTpe which the village offers for 
a steady and gaimul employment and a satisfactory 
living under the present conditions is inadequate. 
There has been a considerable development of trade 
and industry in the urban areas. The urban area not 
only offers gainful employment but attracts persons by 
the various amenities it offers. These factors have 
paused a steady and unceasing flow from the rural 
areas to the urban areas, and is the most phenomenal 
development in the last decade which may have very 
far reaching effects on the entire social and economic 
Dattern of the country. The village is thus left with 

increased only by # 15-4 per cent. 

Again the Village Panchayets and District Boards 
Apt 1952 contemplated the constitution of self-suffici¬ 
ent’ group panchayets which could employ their own 
executives and undertake some useful work for the 
deveCmlnt of the community. When the Government 
were trying to constitute these group panchayets it 
wls found that there was generally a great deal of 
unwillingness to come together and form groups. Th 

these® circumstances such development, as has taken 


place, has been possible only through spoon feeding 
and mostly by Governmental effort. Naturally this is 
not a healthy development. The Government has been 
giving considerable grants for the development of the 
amenities in the villages. The following statement 
shows the grants made for rural water supply, rural 
communications and rural health and sanitation for 
the last three years : — 

1949-50 1950-51 1951-53 

1. Rural Water Supply . 7,00,000 7,00,000 12,00,000 

a. Rural Communications . 6 , 00,000 6 , 00,000 5>73>000 

3. Rural Health and Sanitation 10 , 00,000 10 , 00,000 5,52,000 

With the assignment of the land revenue it is not 
proposed to make any more grants under these heads 
as Government pannot both give 12J per cent, of assi¬ 
gnment of land revenue and also make grants for these 
purposes. The village panchayets will not suffer by the 
withdrawal of grants because the assignment of land 
revenue will make.up for the loss of these grants. 

• ■ ! 

Measures suggested for the future: 

1. So far as taxation is concerned the house tax and. • 
the tax on sites were fixed a long time back and need 
to be revised and brought in consonance with the pre¬ 
sent standard of value. 

2 The village improvement tax has practically not 
been exploited at present. This provides flexible and 
fruitful source of revenue and the panchayets should 
use this in a very much larger measure than they are 
doing at present. 

3 Education has to be undertaken through Propa¬ 
ganda and more and more viable group panchayets 
have to be formed gradually. Centripetal tendencies 
rather than centrifugal tendencies have to be developed 
and fostered. 

4 The first essential, however, is that a radicffi 
change should take place over the entire country and 
it ought to be made possible for intelligent persons of 
the village to find their work and pleasure m the vil¬ 
lage itself. For this rural development work undertaken 
by the Government the cost on the five-year plan by 
Way of national extension service and community pro- 
Tects etc must progress at a quick pace and make the 
lifp in the rural parts more attractive than it is at 
Dresent The economic prospect of the village should 
also be'made more stable by the development ^ cottage 
industries and a better type of agriculture and the 
provision of proper marketing facilities for the rural 
nroducts The panchayet may then be expected to be 
an° affluent viable unft of local bod* which can affoni 
to manage its affairs better than it ls , d , om I 

with little guidance from Governmental officers. With 
out h such a Wealthy development, the prospect for the 
Village Panchayets is indeed dim. 

5 . A scheme of rapid rural industrialisation has 
been launched and is m force now m^outof i0 
tricts in the State at a cost of Rs 8 lakhs in a yearn 
mu- oxtpnsion of the scheme to the rest 01 tne oxaxe 

fs under^TOnrideration 1 of ^Government j^propile 

raise the economic position and income of the people 
in the State’s 20,000 villages. 



MEMORANDUM II (b) 


General Note on Local Taxation (Corporation and Municipalities) 


CHAPTER I 
Introductory 

The earliest reference to the Municipal Administra¬ 
tion in the State was in 1860, when on a despatch from 
the Government of India, the Municipality of Banga¬ 
lore was formed with a Committee of 9 members, the 
duties of which were definitely prescribed. The Muni¬ 
cipal Rules were, thereafter, extended to certain other 
towns and villages on the recommendation of the 
Superintendents of the Administrative Divisions con¬ 
cerned. By 1872-73, fifty-eight Municipalities were con¬ 
stituted with an annual income of Rs. 3 • 5 lakhs serving 
the needs of nearly 5 lakhs of people. The Municipal 
laws in the Bangalore and Mysore Cities were placed 
on a sounder footing by the Code'of Regulations, pub¬ 
lished in 1871 amended by Regulation of 1899 and 
1900. Besides these two Municipalities, there were 
other smaller municipalities which had ill-defined legal 
existence. So in 1871 a law better adopted to the two 
premier municipalities of Bangalore and Mysore, and for 
placing the smaller municipalities on a better footing was 
enacted and later replaced by the Regulation of 1906. 
The number of municipalities gradually increased to 
106, of which 67 were minor. The population of many 
of them was small and the income low. As compared 
to Bangalore and Mysore the economic position of thp 
people in smaller towns was slightly different from 
those of Cities. So in 1933, three different laws were 
enacted to govern city, town and minor municipalities 
with definite powers of taxation conferred on them. In 
1949, a Committee was constituted to propose measures 
for improving the administration of town and minor 
municipalities. On the recommendation of this Com¬ 
mittee, the Act of 1951 was enacted which now governs 
all municipalities other than Cities and Corporation. 

In December 1949, after retrocession, the City and 
Civil Area were amalgamated to form a single Cor¬ 
poration for the City of Bangalore. 

The two City Municipalities in the State are the 
Municipalities of Mysore and Davangere. 

There are. 105 Town Municipalities in the State. 
Bellary and Hospet Municipalities have recently 
merged with the State, though they continue to be 
governed by the Madras District Municipalities Act, 




Years 



Bangalore 

City 

Improve¬ 

ment 






Rs. 

*938-39 





. 70,000 

*939-40 



* 


. 1 , 06,000 

1940-41 





3»45.ooo 

*94*’4 a 


* 



3>45.ooo 

*942-43 





3 . 65,000 

*943-44 





. 8 , 00,000 

*944-45 





. 79,000 

* 945-46 





3 , 70,000 

* 946-47 





. 

1947-48 





• 15,000 

* 948-49 


. 



15,000 

*949-50 



. 


15,000 


The primary source of income to Municipalities is 
' property tax. At every revision, the yield from tax 
on houses and lands has progressively increased. All 
the other service taxes like those on water-supply, 
lighting, conservancy, etc., based on the House Tax 
have increased during the past five years. 

Octroi is the next • biggest item under Tax Revenue. 
Generally speaking, it has shown an upward trend 
during the past five years except in certain of the 
smaller municipalities where on account of the remo¬ 
val of cloth control, octroi on cloth which was one of 
the biggest revenue-yielding items has gone down. 
Under the Town Municipalities Act, levy of octroi in 
Town Municipalities has been standardisedr. Except 
on one or two items like tobacco, the new schedule 
makes it possible for larger incomes from the sources 
than those under the old Act. 


Income from taxes on houses and lands is showing 
an increase compared to octroi. 

An item of revenue which is increasing in importance 
is the Entertainment Tax. This is levied under the 
Mysore Amusement Tax Act, 1932. This tax is levied 
and collected by the State. The proceeds less 12 $ per 
cent, of the net income (which covers collection charges) 
are handed over to -the Local Bodies concerned. The 
Act has not yet been extended to all the municipalities 
in the State. For the present the Act is in force in 
the municipalities noted in the enclosed list (Appendix 
‘B’). 


The largest item of Revenue under Non-tax Revenue 
is realisations from markets, shandies, slaughter houses, 
etc. So far as grants are concerned, the undermention¬ 
ed figures show the annual allotments made »in. the 
State Budget for Town Improvement and Water Supply. 
These include also grants for roads and buildings as 
well as (a) for Medical and Public Health purposes, 
and (b) other purposes. 

Town Improvements ... ... 2 lakhs. 

Water Supply ... ... 1 lakh. 


A statement showing the grants provided in the 
Budget by the State Government for 12 years is append¬ 
ed below : — 


Mysore city Bangalore Improvement Improve- 

Improve- City Impro- of Water Sup- ment of Town 

ment vement Trust ply in Mu- and Minor Total 
Board* nicipalities Municipali- 

• ties 


Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

75,000 

... 

1 , 00,000 

1 , 00,000 

3,45.000 

1 , 00,000 

... 

1 , 00,000 

1 , 05,000 

4 , 11,000 

1 , 50,000 

... 

2 , 00,000 

1 , 25,000 

8,80,000 

1 , 50,000 

... 

2 , 00,000 

1 , 5,2000 

8,80,000 

75,000 

... 

2 , 50,000 

2 , 00,000 

8 , 90,000 

8 , 85,000 

... 

2 , 00,000 

2 , 00,000 

8 , 85,000 

75,000 

5 , 00,000 

1 , 30,000 

6 , 00,000 

> 13 , 84,000 

75,000 

5 , 00,000 

75>ooo 

5 , 00,000 

15 , 80,000 

4 , 80,000 

80 , 44,000 

2 , 00,000 

5 , 00,000 

31 , 44,000 

3 , 75,000 

10 , 00,000 

5 , 00,000 

5 , 00,000 

88 , 90,000 

a ,75,ooo 

85 , 00,000 

7 , 50,000 

7 , 50,000 

48 , 90,000 

8 , 75,000 

15 , 00,000 

6 , 60,000 

6 , 00,000 

89 , 90,000 


A table showing the Income and the Expenditure of 
Town Municipalities in the State for three years end¬ 
ing 1949-50 is appended (Appendix A). It is seen that 
there has been a steady .increase in the total revenue. 
There has also been corresponding increase of expendi¬ 
ture owing mainly t<* higher cost of materials and 
labour and dearness allowances paid to staff. 


The following is the list of individual components 
of non-tax Revenue.— 

I, Realisations under Special Acts— 

1. Pounds— 

Fines and Cattle Trespass, 

Sale of stray cattle, 
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Refund of feeding charges, 

Other items. 

2. Public Conveyance— 

Carriage license fees. 

Fees for Drivers’ Badges. 

Other items. 

3 . Other items to be specified, etc. 

II. Revenue derived from Municipal Property and 
Powers apart from Taxation— 

1. Rents on buildings, lands, etc. 

2. Sale proceeds of land and produce of lands— 
Sale of sites, 

Sale of grass, 

Sale of trees, 

Amarayi, 

Other items. 

3. Conservancy receipts (other than taxes and 
rates)— 

Sale of manure, night soil, street refuse, etc. 

4 Sale proceeds of smuggled goods. 

5 . Fees and revenue for educational institutions, 
school fees— 

Other receipts. 

6 . Fees and revenue from daily markets and 
slaughter houses— 

Income from shandy, Income from slaughter 
houses. 

7. Notice and warrant fees and interest. 

8 . Licence fees— 

Firewood Depots, 

Charcoal Depots, 

Kerosene Oil Depots, 

Brick kilns, 

Pottery kilns, 

Camphor boiling, 

Dyers Stalls, 

Lime kilns, 

Mutton Stalls, 

Beef Stalls, 

Erection of Pendals, 

Excavation of clay on earth. 

Fireworks, cart stands, 

(Private), 

Tobacco license fees. 

9. Other fees— 

Fees for storage in Octroi Koti, 

Octroi Rahadari fees, 

Bharmarga fees, 

Municipal Cart stand fees. 

Demurrage fees. 

10. Bus Stand fees. 

11. Fines. 

12. Interest on investments. 

13. Land Revenue and Cesses. 

14. Revenue from sewage farms. 

15. Other items— 

Sale of unserviceable articles, 

Miscellaneous. 

III. Grants and Contributions— 

From Government. 

For Road repairs. 

For Sanitary purposes. 

For Educational purposes 
For other items. 

IV. Recoveries on account of Services rendered for 
private individuals. 

An important item of Revenue is realisation from 
sale of sites and lands. This however, is more in the 
nature of capital income and is not a permanent 
annual feature of Municipal Revenue. 


Some of the Municipalities are running High Schools 
for the maintenance of which Government give a total 
annual grant of Rs. 6,03,200. 

There is no system of grants towards Medical and 
Health Institutions run by the Municipalities. The 
practice is that the municipalities should pay contri¬ 
bution to Government for Local Fund Dispensaries - 
and Veterinary Hospitals. A lump sum annual contri¬ 
bution of Rs. 300 for a Hospital and Rs. 150 for a Dis¬ 
pensary is payable by a District Board to Government 
towards the' maintenance charges. When such hospital 
or dispensary is situated in a municipal town, it will 
have to pay one-third of the contribution to the Dis¬ 
trict Board. 

Revenue derived from Commercial Transport and 
other undertakings run by the Municipalities 

This is nil in the case of Town Municipalities in the 
State. 

Prospect of further increase—proposals for additional 
sources of Revenue 

It must be stated, generally speaking, that .munici¬ 
palities are showing themselves more fond of levying 
indirect taxes and taxes which fall on others than bn 
their own residents, for example. Octroi, Bus stand 
fees, Tolls, etc., are preferred to House-tax. However, 
there is scope for increasing House-tax, which at pre¬ 
sent is fixed at a maximum rate of 6 per cent, on the 
rental value. If Municipal areas have to be improved 
and enabled to have the numerous facilities which 
people are constantly demanding, the maximum rate 
must be' enhanced suitably and the Local Bodies must 
be persuaded to realize larger income this way. 

So far as Octroi is concerned, some of the municipa¬ 
lities are representing that this duty may be abolished 
and a portion of sales-tax apportioned to the respective 
municipalities. But Government are of the view that 
Octroi is being paid by the dealers only and has 
come to stay for a long time and forms an important 
source of income to the municipality and that the 
suggestion of removing octroi will seriously affect the 
revenues of the municipality and therefore it must con¬ 
tinue as at present. 

Under the. Old Municipal Act, levy of terminal tax 
was permissible to municipalities. This has been re¬ 
moved in the new Act as terminal taxes are now levi¬ 
able only by the Centre. It is not known on what 
principles this has been done except probably that 
numerous levies of terminal taxes may affect railway 
transport receipts and the Railway Budget eventually. 
But it ought to be possible with certain safeguards to 
make the levy of terminal taxes a peculiarly suitable 
local levy. This will help to create civic amenities 
particularly in places of tourist traffic and pilgrimage. 

The position with regard to the Municipal High 
Schools deserves some mention. It is noticed that 
some of the Municipalities which have undertaken to 
run Municipal High Schools are not financially com¬ 
petent to do so and have only done it at the expense 
of their obligatory duties. Too large a portion of Muni¬ 
cipal Revenues is being expended on running these 
High Schools in many municipalities. Because, at one 
time they voluntarily agreed to bear the burden in 
their anxiety to get High Schools for their places, these 
municipalities have not been able to perform even their 
elementary duties towards sanitation and cleanliness 
of the town. The position is made worse by reason of 
fact that the expenditure is increasing every year* It 
is, therefore, repeatedly suggested by the municipali¬ 
ties that suitable contribution may be fixed from each 
municipal area and the Municipal High Schools taken 
over by the State and run purely as Government 
Institutions. 

A sum of Rs. 2 lakhs is provided in the State Budget 
towards grant of loans towards municipalities exclud¬ 
ing loans for water supply. It is considered that it is 
extremely desirable to encourage municipalities to 
develop remunerative undertakings like markets, go- 
downs, warehouses, shops, slaughter-houses, etc., which 
would give them a steady income. and which may help 
to reduce the proportion of direct taxation on the 
public. 

The Budget estimates of the municipalities including 
the Corporation of the City of Bangalore are subject 
to the approval of Government, who have the power 
to modify the estimates adopted by the Councils to 
provide adequately for the discharge of the obligatory 
duties when there has been a failure on the part of 
the Councils to make satisfactory provision. 

The financing of major development projects, such 
as water supply, drainage, cement concreting of roads, 
. etc., is being assisted by Government by grant of loans 



121 


and grants-in-aid. The State Government have provid¬ 
ed Rs. 50 lakhs lor Water Supply Improvements in 
Town Municipalities and this assistance is in the form 
ol loans. 

» 

Rates and taxes account for a major proportion of 
income of these Local Bodies, the important of them 
being Property Tax. The income from rates and taxes 
in the year 1952-53 formed 50 per cent, in the Corpora¬ 
tion of the City of Bangalore and 53 per cent, in the 
City Municipalities of the total income. The levy of 
octroi which is in existence for a number of years is 
now supposed to criticism after the imposition of sales- 
tax. This is also an important item of revenue which 
is continued in spite of opposition as, the property-tax 
in the State is cowparatively low and this revenue can¬ 
not, therefore, be lost without adverse effect oh the 
finances. A statement showing the income from the 
principal items of revenue is appended (Appendix C). 

The Corporation of the City of Bangalore has so 
far raised a debenture loan of Rs. 20 lakhs maturing 
in 1958. A balance of about Rs. 5 lakhs is still due to 
be paid towards fully discharging this loan. 

Recently Government have permitted the Corpora¬ 
tion of i the City of Bangalore to obtain financial accom¬ 
modation to the extent of Rs. 10 lakhs from the Bank 
of Mysore on an overdraft basis to be utilised primarily 
on improvement of roads and other development works. 
The Mysore City Municipality has also been similarly 
allowed to go in for an overdraft arrangement up to 
Rs. 5 lakhs with the Bank of Mysore for tarring roads 
in this Capital City and for investment: on other re¬ 
munerative enterprises. 


2. Tax on Vehicles, Boats or animals. —The realisa¬ 
tions under this head are also gradually decreasing on 
account of the Government taking over the vehicles 
tax and paying a fixed compensation to the Municipali¬ 
ties for the loss though a major portion of goods are 
now being carried by motor vehicles. 

3. Toll on Vehicles.— This is also a dwindling source 
of income for the reasons noted above. 

4. Octroi.— This is a major source of revenue next in 
importance to property tax which has kept the local 
bodies going. The increase of trade activities owing 
to the fillip given by War has contributed to an 
increase of this income. With the introduction of the 
new Town Municipalities Act, more number of items 
has been brought in for this levy. When this is fully 
implemented, this revenue is expected to go still higher. 

Besides these taxes, a special general and sanitary 
Cess and a water rate at a fixed percentage of the pro¬ 
perty tax are levied. A tax on arts and professions 
and surcharge on transfer pf immovable property are 
the other two items of levy resorted to by the munici¬ 
palities resulting in a fairly substantial income. 

People now ask for a more rapid expansion of Civic 
amenities than has been attempted to in the past. The 
sources of income of Municipalities now existing ~M 6 
not sufficiently wide or flexible to put them in suffi¬ 
cient funds to meet the legitimate demands for exten¬ 
sion of so*cial services. The Central Government under 
their various development plans might help the Muni¬ 
cipalities with funds to discharge their onerous respon¬ 
sibilities particularly in Cities like Bangalore where 
there are large factories and defence establishments. 


CHAPTER II 

The Principal Taxes levied by each category of Muni¬ 
cipalities are as follows: 


Corporation of the City of Bangalore 

1. Property-Tax. —The Corporation was constituted 
recently at the end of 1949. The estimates under this 
tax for 1951-52 was Rs. 8,92,000 and for 1952-53 
Rs. 11,49,900. The trend in revenue is upwards. There 
was a general revision of property-tax last year, which 
is expected to register a further increase. Properties 
and appurtenances thereto are taxed ' on the basis of 
rental value. 

2. Profession-Tax. —The revenue under this head has 
shown a slight decrease owing to the exemption limit 
being raised from Rs. 100 to 200 per mensem. 

3 Tax on Carriage and animals. —The revenue under 
this source has shown a decrease as the State has 
taken over the Vehicle Taxation and the Municipal 
Bodies are agitating for adequate compensation com¬ 
mensurate with the higher revenue derived by a larger 
number of vehicles plying. 

4. Entertainment-Tax—The revenue to the Corpora¬ 
tion from this head is about Rs. 5 to 6 lakhs. The tax 
is collected through the agency of the State Govern¬ 
ment. Twelve and a half per cent, is retained by Gov¬ 
ernment as collection charges and the remaining 87 £ 
per cent, is made over to the Local Bodies. There has 
been a request for the transfer of administration of 
this tax to Local Bodies. This tax is levied uniformly 
at 18| per cent, all over the State except on tickets of 
levs than annas eight. 

5. Advertisement Tax. —Though the Law provides 
for its levy, the tax has not been imposed. 

6 . Octroi. —This is an important levy bringing about 
Rs. 21 lakhs to the Corporation annually. Its incidence 
is low though to a certain extent it has resulted in 
slightly pushing up the • prices to the consumer, espe¬ 
cially after the levy of Sales-tax. 

7. Duty on transfer of Immovable Property. —The 
Corporation realises about* Rs. 2 lakhs from this tax. 
A surcharge rangling from 1 per cent, to 2 per cent, is 
levied on all instruments of transfer by way of sale, 

g ift or mortgage. In other Municipalities, the surcharge 
levied at 1 per cent. Exemptions are (u) City Muni¬ 
cipalities : Rs. 2,500 (b) Town Municipalities : 

RS. 1,000. 


Municipalities 

1 . Rate on buildings and Lands. —This tax was being 
levied till recently at a fixed percentage of the market 
value of property. Of late, this procedure is gradually 
being changed to thaf of levying the tax on. the basis 
of rental value as in the Bangalore Corporation. 


5. Bus stand fees.— This is a new levy imposed under 
the Mysore Town Municipalities Act of 1951, for using 
the bus stands established or maintained by a Munici¬ 
pal Council. This is more in the nature of a service 
payment. The maximum rate is 4 annas per bus per 
day. This is yielding good income to the Municipalities 
where bus stands are established according to the type 
design approved by Government. 

CHAPTER III 

Note on individual Taxes. 

1 Property Tax.—This tax is levied at a consolidated 
rate on land and buildings within the local area other 
than those exempted by local enactments. 

2. Water Tax and Sanitary Cess.— Ftor the purposes 
of defraying expenses connected with Water and drain¬ 
age system. 

3 . Lighting Tax— For defraying the expenses con¬ 
nected with lighting. 

In the Corporation of the City of Bangalore the rate 
of tax is subject to a minimum of 12 J per cent, and 
a maximum of 16 per cent, of the annual letting value 
which should be determined by the Commissioner. 

When the Water Tax and Sanitary Cess are levied, 
the Corporation should declare what proportion is 
levied under the said two items. 

The rates of tax now in force are 12i per cent, if the 
rental value is Rs. 500 per annum and below and 14 
per cent, if the annual rental value exceeds Rs. 500. 
This is inclusive of water and lighting taxes and Sani¬ 
tary Cess. 

Every' building is assessed together with its site and 
other adjacent premises occupied appurtenant there¬ 
to unless the owner of the building is a different person 
from the owner of such site or premises. The annual 
value for purposes of assessment shall be deemed to 
be the gross annual rent at whi.ch they may at the 
time of assessment be reasonably expected to let from 
month to month or from year to year, less a deduction 
in the case of buildings only of 16§ per cent, in lieu 
of all allowances for repairs, etc. (government property, 
both Central and State, are exempt from the tax. 
General exemptions are also allowed in respect of hos¬ 
pitals. charitable institutions, etc., under Section 101 of 
the Corporation Act. The tax is payable half-yearly. 
Vacancy remission is allowed. The tax is revised once 
in every four years. Provision is made for appeals. 

Octroi.—' Whenever a municipal council so resolves 
an octroi on animals or goods brought within the Octroi 
limits of the City is levied. ' 

In the Corporation, the Corporation is .itself em- 
oowered to levy the duty. In the case of. City and 
Town Municipalities sanction of Government is a neces¬ 
sary Dre-requisite for levying this tax. The goods to 
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be liable to this tax should be brought into the octroi- 
able limits for sale, consumption, or use therein. The 
levy is governed by a schedule appended to the res¬ 
pective Acts prescribing the maximum and minimum 
rates. Refund of octroi is permissible if the goods are 
brought into the limits for being exported elsewhere 
and also in certain other special cases except in the 
Corporation. Government goods are exempt from the 
levy of octroi. 

Profession Taa;.—Every person who exercise a pro¬ 
fession, art, calling, public or private and resides in 
the city for not less than 60 days in the aggregate shall 
be liable to pay this tax at the rates determined by 
the Corporation not exceeding the maximum prescribed 
in the Schedule annexed to the Act. 

In the case of Municipalities other than the Corpora¬ 
tion, though the duty is levied on the initiative of the 
Municipal Council concerned, previous sanction of 


Government is necessary. Here also the rate of levy is 
subject to a maximum prescribed in the Act. Refunds 
are permissible under special circumstances as pro¬ 
vided for in the Act and bye-laws. 

Vehicle tax .—The importance of Vehicle 'Tax and 
toll has now dwindled owing to the Government taking 
over the levy of Vehicle Tax. The other items of taxes 
provided for in the Act are not important enough to 
call for special comments. 

Bus Stand Fee .—Bus stand fee is levied on the initia¬ 
tive of the Municipal Council by passing a specific reso¬ 
lution to levy the fee and obtaining sanction of Gov¬ 
ernment thereto. Owing to the increase in the number 
of buses and other public carriers trie bus stand fee 
holds out promises of yielding substantial revenue to 
the Municipalities. The City Municipalities have also 
been urging to permit the levy of this fee. 


APPENDIX A 

List of Town and Minor Municipalities as on 1st May 1950, showing the income expenditure according to the Budget Estimates. 


SI. 

No. 


Name of the Municipalities 


Polulation 
according to 
the Census of- 
1941 


1947-48 


1948-49 


1949--50 


Income Expenditure Income Expenditure Income Expenditure 


I 9 

3 

4 

5 

6 

7 

8 

9 



Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Bangalore District 








Town Municipalities 








1 Channapatna 

16,486 

68,450 

89,923 

1,44,000 

1 , 36,757 

1,70,300 

1,60,878 

2 Dodballapur .... 

11,866 

73 , 58 o 

67,580 

89,580 

89,873 

1,00,019 

1,04,586 

3 Devanahalli .... 

6,931 

36,870 

28,375 

44,257 

45,639 

35,609 

40,072 

4 Kanakapura .... 

6,338 

1,64,790 

i, 04 , 59 t 

48,206 

1,03,824 

61,932 

67,442 

5 Anekal . . . . . 

7,048 

36,915 

33,295 

43,665 

42,138 

.1,86,690 

*, 78 > *45 

16 Ramanagaram 

8,88z 

72 , 5<>5 

64 , 5>9 

1,02,390 

1,02,067 

74,437 

86,137 

7 Magadi 

7 ,i 34 

34 , 7*5 

38,709 

38,515 

35 , *48 

43,875 

38,810 

8 Hoskote 

6,226 

42,546 

4*,792 

39-974 

4 J ,857 

55,728 

62,128 

Minor Municipalities 








9 Vijayapura .... 

4,607 

i, 57,337 

1 , 54,330 

2,26,940 

2,24,188 

33,648 

36,112 

10 Thyamagondlu 

4,154 

27, 3 *° 

26,559 

30,635 

34,*42 

* 9,857 

V 

*9,465 

11 Sarjapur .... 

3,249 

9,217 

8,614 

13,288 

*2,809 

11,050 

*0,528 

12 Yalahanka . . ' ■ 

4,207 

19,955 

16,540 

47,630 

29,975 

45,001 

46,891 

13 Nelamangala .... 

4>**9 

27,750 

23,146 

39,8i6 

35,498 

37,260 

31,428 


Mysore District 
Town Municipalities 


1 

Nanjangud . . • 

*0,725 

74 , 6*7 

80,081 

1,88,561 

2,09,924 

1,83,688 

*, 72,796 

2 

Chamarajnagar 

9,923 

98,606 

87,867 

*,*2,609 

1,22,616 

... 

... 

3 

Hunsur. 

7 , 9*9 

45,094 

43,216 

66,191 

69,205 

67,223 

70 , 4*8 

4 

Gundlupet . . . 

6,237 

34-423 

34,376 

43,686 

45,346 

43,347 

43,324 

5 

Krishnarajanagar . 

4 , 74 * 

49,984 

49,957 

53,394 

62,894 

59,723 

58,279 


Minor Municipalities 





« 



6 

Bannur ..... 

5,683 

**, 9*3 

12,027 

12,792 

11,707 

* 4,*55 

12,808 

7 

Ramasamudra 

4 , 56 * 


... 

6,105 

5,370 

5,866 

5 , 59 * 

8 

Talkad ..... 

4,736 

7,577 

7,852 

8,218 

10,709 

8,196 

9,966 

9 

Mugur ..... 

4,023 

... 

... 

*0545 

# 9,*25 

9,035 

9,001 

10 

T.-Narsipur .... 

3,587 

16,309 

* 5,323 

20,137 

23,281 

20,685 

26,420 

11 

Periyapatna .... 

3,957 

**,*57 

9,743 

14,051 

* 5,904 

* 5,494 

22,656 

12 

Saligrama .... 

4,923 

14,026 

* 3,*77 

24,044 

23,422 * 

30,707 

29,679 
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Ser - al Population 1947-48 194S ~ 49 - _ 1 949 ~ —-- 

No Names of the Municipalities according to “ 

the Census of Expendkure Income Expenditure Income Expenditure 


13 Saragur 

14 Yelandur 

15 Heggadadevankote . 

16 Agara Mamballi 

17 Mirle , 

KOLAR DISTRICT 
Town Municipalities 

1 Kolar . 

2 Chickballapur 

3 Sidlaghatta • 

4 Bangarpet 

5 Mulbaga! 

6 Malur . . • • 

7 Goribidnur 

8 Chintamani . . 

Minor Municipalities 
g Srinivasapur . 

to Gudibanda 

11 Bagepalli 

12 Manchenahalli 


10,006 

I4.909 

7.363 

7.515 

7.785 

5.185 

5.16* 

9.293 


9,05,065 

66,165 

25,988 

60,066 

55.889 

47.077 


2 , 79.737 

70,882 

28,270 

65,516 

63,020 

47.014 


1,04,498 1,04,105 


6 

7 

8 

9 

Rs. 

Rs. 

Rs. 

Rs. 

5 , 9*2 

6,108 

7,830 

21,596 

7,944 

8,778 

7,577 

7 , 56 * 

2,901 

3,342 

3,706 

* 4,467 

8,003 

5,160 

9,200 

8,282 

4,124 

4,066 

5,522 

5 , 25 * 


1,13,638 

*, 30,540 

92,330 

I,* 7,»36 

3 , * 2,533 

3,05,940 

*, 3*,743 

1,24,627 

27,828 

32,603 

25,536 

24,999 

59,895 

72 , 5*9 

72,160 

73,485 

8 i ,339 

9*,*44 

73,720 

77,823 

49,757 

49,999 

60,793 

56,657 

32,647 

27,489 

36,400 

32,**7 

*, 47,727 

1,30,508 

1,78,220 

3,24,884 

16,243 

12,678 

* 3,695 

*7,673 

6,710 

8,692 

6,870 

7,250 

3,485 

4 , 99 * 

5,092 

9,286 



8,563 

6,537 


TUMKUR DISTRICT 

Town Municipalities 

1 Tumkur . 

2 Sira . 

3 Chiknaikanahalli 

4 Madhugiri . 

5 Gubbi . 

6 Tiptur . . ■ • 

7 Kunigal. 

Minor Municipalities 

8 Koratagere . . 

9 Turuvekere . . * • 

10 Pavagada • 

it Y.N.Hoskote (recentlyformed) 

CHITALDRUG DISTRICT 

Town Municipalities 

1 Chitaldrug • ... • 

2 Harihar . • • ' 

3 Challakere • * • 


17—2 T. E. Com. Bom. 


21,893 

2,27,217 

2,05,588 

2,66,212 

1,73,383 

6,797 

29,655 

36,493 

44,660 

45,55* 

3 , 8*3 

20,585 

20,066 

22,220 

21,487 

1,460 

3 *,705 

29,098 

40,000 

38,522 

6,129 

34,037 

3 *,694 

56,10* 

61,035 

7 . 5*3 

1,65,860 

*,66,543 

1,38,255 

1,02,261 

5,846 

36,69* 

32 . 9 ** 

43,5** 

35,877 

2,976 

6,012 

6,418 

6,545 

7,203 

2,678 

10,047 

8,522 

18,236 

30,110 

3,534 

*1,273 

12,722 

14,842 

*4,784 

4.388 

• •• 



• •• 

14,528 

1,56,180 

1 , 59,568 

4 > 96>439 

4,30,485 

8,422 

8 i ,733 

73,860 

82,785 

74,070 

4.257 

94,220 

77,848 

*,80,509 

86,766 


2 , 32,447 
49.385 
25,790 
67.575 
33 > *53 
1,20,160 
48,481 


89,056 

68,100 


2 ,t 5,839 

46,775 

32 , 5*7 

54,436 

34,808 

96,957 

47,299 


81,705 

64,799 





124 


APPENDIX A—Contd. 


Serial I 

No. Names of the Municipalities a 

tl 

opulation 

1947-48 

x 948-49 

' 949-50 

lie Census of 
> 94 i 

Income 

Expenditure 

Income 

Expenditure 

Income 

Expenditure 

I 2 


3 

4 

5 

6 - 

7 

8 

9 




Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs 

Minor Municipalities 









4 Holalkere 


4,146 

78,952 

76,942 

•• 

• • 

25,267 

24,975 

5 Jagalur . 


9,888 

35,484 

•• 

36,810 

36,585 

47,773 

45,'79 

6 Molakalmuru 


3,746 


- . •• 

14,260 

' 4,492 

25,406 

33,559 

7 Naikanhatti . 


1,772 

8,926 

9,044 

• • 

. . 

. . 

' , . 

8 Hiriyur .... 


3 , 4 1 7 

32,806 

39,055 

40,648 

40,420 

35,955 

29,922 

9 Mayakonda . 


2,702 

8, ”5 

5,770 

8,060 

7,222 

11,101 

8,310 

to Hosadurga 


3,92 

•• 


42,725 

41,827 

47,296 

48,223 

11 Turuvanur 


•• 

8,685 

7 , 7'2 

•• 

• • 

' 5,045 

21,971 

MANDYA DISTRICT 









Town Municipalities 









i Mandya 


”,374 

',32,638 

',80,347 

3 , 96,538 

3,9 *,698 

4 , 47 , 72 ' 

4 , 34,998 

2 Srirangapatna 


7,678 

38,422 

40,724 

43,907 

52,859 

43,395 

55 , *79 

3 Malavalli 


' 9,055 

42,334 

45,888 

56,918 

54,453 

44,418 

42,783 

4 Maddur ... 


3,838 

35,962 

30,289 

29,872 

32,654 

29,300 

32,548 

5 French-Rocks 


4 , 27 * 

33 , 8 ” 

33,997 

37,536 

46,225 

3*,337 

47,”2 

6 Krishnarajapet 


3 ,W 7 

' 9,553 

22,433 

23,460 

27,106 

*9,480 

a *,075 

Minor Municipalities 









7 Nagamangala . . 


4,258 

11,260 

12,741 

12,886 

' 2 , 4'7 

' 4,796 

'3,826 

8 Melkote 


2,787 

8,595 

9 , «°9 

10,785 

* 2,393 

”,563 

”,396 

g Belakavadi 


4,250 

4 , 36 o 

3,533 

5, '60 

5,245 ' 

• • 

• • 

to Bellur .... 


•• 

•• 

•• 

•• 

•• 

'2,635 

*2,458 

HASSAN DISTRICT 









Town Municipalities 









i Hassan .... 


'4,596 

',4',890 

',38,9 '4 

2 ,* 2,'45 

2,50,220 

2,3 *,850 

2 , 53,307 

2 Hole-Narsipur 


9,303 

90,447 

82,242 

82,990 

87,369 

', 27 , 77 ' 

',23,325 

3 Arsikere 


7,051 

1,05,100 

',09,883 

', 32,437 

1,41,826 

',' 7,450 

1,22,142 

4 Saklespur 


3,620 

26,778 

32,601 

38,909 

42,821 

59 , 4*5 

59,977 

Minor Municipalities 









5 Arkalgud 


5,091 

30,675 

34,'00 

40,807 

47,937 

28,495 

30,15* 

6 Channarayoapatna 


4,134 

20,930 

20,870 

29,361 

29,645 

29,7” 

28,193 

7 Belur ..... 


3,803 

29,1 '5 

39,840 

39,875 

54 , 5*6 

49,733 

45,'79 

8 Sravanabelagula 


2,709 

7,234 

7,735 

8,207 

7,537 

• • 

« . 

9 Alur . . . 


2,133 

•• 

•• 

”,632 

”,392 

8,293 

10,029 

to Konanur 


N> 

00 

34 ,' 9 ' 

33,023 

96,663 

97,644 

1,15,912 •» 

96,373 

11 Banavar 


2,462 

10,506 

10,300 

2 ',352 

21,613 

25 ,* 9 * 

24,918 

CHICKMAGALUR DISTRICT 








Town Municipalities 









i Chirkmagalur 


'5,383 

1,08,690 

1,18,190 

','3,365 

',32,530 

', 37,525 

1, *0,835 

2 Tarikere 


8,8 5 8 

69,266 

69,060 

75,355 

62,902 

86,107 

79,904 

3 Kadur .... 


4,484 

30,300 

34,576 

35 , 4'7 

37,217 

42,'92 

50,233 

4 Birur . . . . 


6,619 

38,599 

40,271 

38 , 9'9 

39,'49 

44,537 

43,944 

5 Ajjampur 


3 , 7*6 

”,579 

' 2,975 

' 2,'35 

12,058 

' 3,835 

' ',326 
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Serial 

No. Name of the Municipalities 

Population 

1947-48 

1948-49 

1949-50 

the Census of 
194 * 

Income Expenditure 

Income Expenditure 

Income Expenditure 

I 2 

3 

4 

5 

6 

7 

8 

9 



Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Minor Municipalities 








6 Narasimharajapura 

2,589 

12,170 

26,700 

n,i 95 

15,300 

ii ,555 

15,613 

7 Mudigere . . . 

1,961 

17,600 

17,533 

h ,748 

20,063 

23,241 

28,214 

8 Koppa .... 

1,478 

27,814 

29,366 

31,006 

37,397 

37 ,oi 7 

35,567 

g Sringeri . . . . 

2,493 

9 , 4 i 5 

19,044 

13,467 

16,077 

XO,IOX 

14,326 

SHIMOGA DISTRICT 








Town Municipalities 








\ t Shimoga .... 

27,712 

1,14,645 

4,63,407 

5,16,237 

6,21,191 

5,09,848 

5 , 02,454 

2 Shikaripur .... 

5,715 

38,762 

34,867 

49,149 

60,106 

51,775 

49,548 

3 Sagar . . . . . 

7,513 

64,842 

77,607 

96,225 

96,178 

1,06,795 

95,009 

4 Bhadravathi .... 

19,585 

143,529 

1,31,657 

1 , 47,074 

1,22,498 

1,12,29a 

1,05,257 

5 Honnali..... 

4,645 

23,632 

29,038 

34,847 

33,947 

22,580 

30,185 

Minor Municipalities 








6 Channagiri .... 

5,047 

24,581 

21,836 

35,463 

35 , 93 i 

23,145 

23,893 

7 Nyamathi . . . . 

4,455 

30,632 

32,069 

38,464 

34,868 

31,830 

30,532 

8 Thirthahalli 

5,226 

20,235 

' 21,723 

23,630 

25,786 

29,457 

33,417 

9 Shiralkoppa .... 

3 , 32 i 

31,024 

26,374 

40,487 

40,324 

42,871 

52,483 

io Kumsi ..... 

2,608 

4,332 

4,376 

4,274 

4 , 43 ° 

4,211 

4 ,aio 

11 Sorab. 

2,425 

8,660 

9 , 7 o 6 

9,450 

■9,407 

12,240 

22,107 

12 Hosanagar .... 

1,372 

45,134 

•• 

36,360 

41,756 

8,042 

n,479 


APPENDIX “B” 

The list of Municipalities where Entertainment Tax is 
levied. 


Bangalore District 

I Channapatna 
a Dodballapur 
3 Kanakapura 


Kolar District 

I Kolar 
a Chintamani 

3 Chickballapur 

4 Bangarpet 

5 Sidlaghatta 

6 Bagepalli 

7 Goribidanur 


Mysore District 

i Nanjangud 
a Chamarajanagar 

3 Hunsur 

4 Krishnaraj anagar 

5 Bannur 

6 Saligrama 

7 T. Narasipur 

Mandya District 

1 Mandya 

2 Malavalli 

3 Srirangapatna 

4 Pandavapura 

Tumkur District 

i Tumkur 
a Tiptur 

3 Kunigal 

4 Gubbi 


Chitaldurg District 

i Chitaldrug 
a Harihar 

Hassan District 

1 Hassan 

2 Arsikere 

3 Holenarasipur 

Shimoga District 

1 Shimoga 

2 Sagar 

3 Shikaripur 

4 Thirthahalli 

Chikmagalur District 
i Chikmagalur 
a Tarikere 

3 Biiui 

4 Kaduf 

5 Ajjampura 

6 Sringeri 

7 Mudigere 







Appendix “C” 

Statement showing the Income from Tax and Non- 
Tax resources of the Bangalore Municipal Corporation 
and the City Municipalities for the year 1952 - 53 . 
Bangalore Municipal Corporation—Income. 




SI. No. 


Head of Accounts 


Total 


Percentage 
of total 


Tax Resources 

(a) Taxes on Buildings and Lands 

( b ) Sanitary Cess . 

(i c ) Lighting Tax . 

(d) .Water Tax 

Total 

(«) Education Cess 

Grand Total 

Non-Tax Resources 


2 

3 

4 

5 

6 

7 

8 

9 

io 


12 

13 


: 4 

15 

16 

'7 

18 


«9 


Rs. 


11,49,900 

4,59,800 

2,29,700 

11,27,200 

29,66,600 

1,10,000 


30,76,600 30 per cent 


21 

22 

23 

24 

25 

26 

27 

28 

29 

3° 

3 1 

32 

33 

34 

35 

36 

37 

38 


Octroi Receipts . 

Profession Tax 
Entertainment Tax 
Duty on transfer of property 
Excise Surcharge Fees . 

Warrant, Distraint Fees, etc. 

Fees, Fines and Forfeitures 
Toll Receipts 

Taxes on Vehicles and Animals col¬ 
lected by Revenue Department. 
License Fees— 

(!) Carriage .... 

(2) Drivers’Badges 

(3) Cycle License Fees. 

Taxes on Carts and Animals . 

Roads— 

(4) Composition Fee . 

(5) Fines . . . . 

(6) Other receipts (including road 
cutting charges). 

Fees for Analysis, etc., and Fines 
Sale of Manure, Night Soil, etc. 
Conservancy Fees . 

Dhoby Ghat Fees .... 
License Fees— 

(1) Dangerous and Offensive Trades 

(2) Soda Factories 

(3) Hotels and Restaurants . 

(4) Other sources 
Markets— 

(1) Market fees . 

(2) Rent from Shops and Stalls 

(3) Cycle Stand Fees . 

(4) Recovery of Lighting charges 
Slaughter Houses— 

(1) Gate Fees 

(2) Sale of Blood 

(3) Hire of Beef Vans . 

Cartstand Fees 
Impounding Fees . 

Rent of lands and Buildings other 

than Markets. 

Rent from Settlement Account 
Lease of Koramangala Lands . 

Lease of Pasture Lands . ... 

Building License Fees . ■ • 

Water Tax on Government Buildings 
Collection of excess water charges •. 
Charges for Water Supply to Military 
Charges for Water Supply from Ulsoor 
Tank to the Railway. 

Plumbers License Fees . 

Fees for Extracts from Registers 
Fees from Burial and Burning 
Grounds. 

Swimming Pool Collection 
Ulsoor Tank Boat Fees . 

Bathing Ghat Fees. 

Sewage Farm Receipts . 


21,25,000 

1,00,000 

10,59,000 

2,00,000 

45 , 000 
300 
3,000 
75,000 
6,000 


14,500 
500 
1,00,000 
4,000 

10,000 

10,000 

6,000 

35»4°° 

70,000 

12,000 

I,l6o 

t, 16,200 

3.500 ' 
40,000 
6,000 

60,000 

3,00,000 

8,000 

16,900 

59.200 

2,600 

5,000 

9,400 

3.500 

1,17.500 

1 , 00,000 

28,000 

5,000 

15,000 

1,17,700 

5,74,800 

1 , 00,000 

15,000 

600 

1,000 

400 

4.500 

1.500 
500 

25,000 


per cent 


for 1952 - 53 . 
EXPENDITURE (met from Revenue). 
A. General Account :— 


1. Management 

2. Education . 

3. Communications 

4 - 
5 


Public Health 
Remunerative Enterprises 


B. Lighting Accounts ....... 

C. Water Supply and Drainage Account . 

D. Interest and Sinking Fund Account . . . 

E. Miscellaneous Account . . 

2,03,300 

33,36,300 

1,65,000 

1,05,600 

Total Expenditure 

99,48,600 

F. Special Expenditure :— 

(1) Acquisition of land other than for Slum Clearance 

(2) Slum Clearance ..... 

1,50,000 

2,00,000 

Grand Total 

1,02,98,600 

Statement showing the income from tax and non-tax 
Resources of the City Municipalities for the year 
1952 - 53 . 

Davan- Mysore 

SI. No. Head of account gere City 

Munici- Munici¬ 
pality pality 

Percentage 
of Totals 

Tax Resources 

I. Municipal Rates and Taxes:— 


1. 

2 . 

3- 


Octroi 

Taxes on buildings and land 
Taxes on animals and 
vehicles. 

4. Professional tax 

5. Toll . 

6. Water tax 

7. Lighting tax . 

8. Sanitary Cess 

9. Pound fines 
10. Feeding fee 


1,46,406 6,80,637 

7 i > i 76 3 , 58,5 1 4 

3,675 50,710 


12,436 

28,397 

38,847 

12,568 
25,968 
1,118 
162 


80,904 


45,000 

3,000 

1,000 


Total . 3,40,753 '2,19,765 31 percent 


Non-Tax Resources 
II. Rates and Rents other than 
Taxation :— 

1. On Municipal lands and 
buildings. 

Sale of sites . 

Market and slaughter 
house rental. 

Notice fee 
Licence fee . 

Octroi and warehouse 
charges. 

7. Water supply receipts in¬ 

cluding house connection 

fees. 

8. Fines .... 
g. Interest on investments . 

10. Sewage farm rental 

11. Sale of unserviceable articles 

12. Government Grants 


16,528 25,000 


2. 

3- 

4 - 

5- 

6. 


76,551 

9,616 

12 

3,482 


2,25,000 \ 
+ 28,740/ 
IOO 
60,315 
2,400 


44,542 2,28,937 


',965 

48 
418 
7',320 
60,000 


III. Other Miscellaneous Receipts :• 

1. Refunds and recoveries . 

2. Service to private persons 

3 . Entertainment tax receipts 

4. Stamp duty receipts 

5. Vehicle tax Royalty 


2,952 

57,835 


1,500 

1,500 

87,200 

5,000 

10,000 


7,000 

94,360 

7,500 

5,300 


Total 


3,45,269 7 , 89,852 


Statement showing the main items of expenditure for 
the year 1952-53 of City Municipalities. 


SI. No. 


Head of account 


Davan- Mysore 

gere City Percentage 

Munici- Muiuci- of Totals 

pality pality 


1 

1 . General Administration . 

2. Collection : Octroi staff, 

Rs. 

44,664 

45,833 

Rs. 

45,000 
54 , 3 10 

OITURE 

etc. 

3. Pensionery contribution, 

29,223 

22,350 

Rs. 

public safety, etc. 

4. Expenditure on Public 

2 , 55,654 

5,89,480 

Improvement, etc. 

5. Public Health and con¬ 
veniences. 

1,80,607') 

6,47,870 

7 , 3 °,200 

5,086]" 


3,24,900 

6. Water Supply Maintenance 

7. Education 

84,593 

2 , 33,300 

17 , 77,900 

26,09,000 

6,96,400 

15,226 

3,500 

8. Public entertainment, etc. 

2,694 

10,000 

9. Public debt heads . 

1,94,908 

5 , 57 , 54 ° 


Total A. 


61,38,400 


Total 


8,58*488 


21,63,350 57 per cent 











MEMORANDUM III 

General Note on the Land Revenue System in Mysore 


The land revenue system in the State of Mysore 
may be described as the Raiyatwari system and the 
land tenures in the State may be broadly divided into 
two tenures—the Sirkar tenure or Government lands 
and Inam tenure or Inam lands. Both the tehures are 
regulated by the Land Revenue Code, Government lands 
are mainly held under the Raiyatwari tenure, 
the assessment in most cases being subject to 
revision once in 30 years, except with regard 
to some Coffee estates which are held on 
a permanent tenure. Regarding the Inam tenure, 
under the law, the Government have alienated in favour 
of the Inamdar or the holder of the Inam or • the 
superior holder as he is sometimes called, right to 
collect the land revenue and to pay to Government 
some definite portion of the land revenue so collected! 
In cases of inam holding only the right of Government 
to payment of the rent or land revenue is transferred 
wholly or partially to the ownership of the inamdar or 
the holder. Therefore the inam lands enjoy favourable 
rates of assessment and are mostly held in blocks either 
entire villages or shares in villages or individual fields 
situated in Sirkar villages. The latter tenure comprises 
also two Jahagirfc—Sringeri and Yelandur, the proprie¬ 
tors of which have been granted considerable powers 
in respect of rent recovery. Thus the Inamdar can be 
considered to. be an intermediary between the Govern¬ 
ment and the cultivator. 


It is clear from what has been stated that in cases 
of inam lands, the holder thereof is not the full owner. 
In this important aspect, the inam tenure in Mysore 
differs from the Zamindari tenure prevalent in various 
parts of India. 


Until the State of Mysore became industrialised, 
land revenue used to be the main source of income. It 
formed not less than 50 per cent of the income of the 
State. This position gradually changed with the pro¬ 
gress of industries in the State and with the tapping 
of other sources of taxation. In some respects land 
revenue had a great advantage over other sources of 
taxation, but it has also some defects. The other sources 
of taxation usually are very elastic. But on the other 
hand, the land revenue is comparatively inelastic. 
This is due to the fact that under the Mysore Land 
Revenue Code, the fixity of tax on land is guaranteed 
for a minimum period of 30 years. During this period 
of 30 years the Government cannot vary land tax, 
except in cases where Government have provided at 
State cost fresh facilities for irrigation. For example, 
if a new tank is constructed, the holders of land under 
the tank will have to pay additional land tax 
which is called the water-rate. But on the other hand 
if a new road is constructed or if health measures are 
taken so as to make the cultivator more efficient in 
his work, the State cannot. levy additional • Land Tax. 
No additional Land Tax is also leviable for any im¬ 
provement done by the holder of the land at his own 
cost. At the time of resettlement, however, it is per¬ 
missible to enhance the revenue up to a maximum of 
33 1/3 per cent, if Government have provided improved 
facilities for transportation of agricultural commodi¬ 
ties, educational institutions, medical institutions, cheap 
agricultural cash credit, etc. It has to be emphasised 
that the maximum permissible increase is only 33 1/3 
per cent above the existing rate. 


Thus in an era where prices are rising, land revenue 
system operates as a great handicap to the State Gov¬ 
ernment but in an era where the price fluctuations 
are showing a downward trend, the State can at least 
rely on land revenue to some extent. 

Prior to 1862-63, Government lands were held either 
on Kandayam or fixed money assessment or on Batayi 
i.e., system of sharing the produce with the Govern¬ 
ment. The Kandayam lands were held on annual leases 
but assessment was seldom altered and hardly ever 
raised. Under the Batayi system the land was held 
directly under Government and the share was paid 
in grain. The raiyats were given option to convert 
Batayi lands into that of Kandayam tenure. In cases 
of Inam villages, lands were held either by tenants 
having full occupancy rights who were called Kadim 
tenants or permanent tenants or tenants at will. A 
hereditary right of occupation was attached to all 
Kandayam lands as long as the occupant paid Govern¬ 
ment dues and so long as he did so he had absolute 
right to deal with the Jpnd as he liked, and the Govern¬ 
ment could not take away his land without payment of 
compensation. 


The lands in Mysore State are divided into' three 
clashes dry, wet and garden. Dry lands comprise of 
lands which are entirely dependent on rainfall. Wet 
lands comprise of lands which are artificially irrigated 
and the garden lands consist of lands which are culti¬ 
vated either with cocoanut or areca or fruit-yielding 
trees. 


After much considerations and discussion, it was 
decided in 1863 to introduce a regular system of Sur¬ 
vey and Settlement into the State on lines that were 
in force in Bombay, as this was found cheaper and 
more expeditious than the Madras system. The Survey 
Settlement work started actually in 1863-64 with the 
following objects : 

(i) Regulation of customary Land Tax so as to 
secure adequate revenue to Government; 

(ii) Progressive development of the agricultural 
resources of the country; 

(iii) Preservation of all proprietary and other rights 
connected with the soil. 

The main features of the settlement are : 

(1) The division of the State into Revenue District 
Taluks and villages, and the division of the 
village land in turn into fields and the demarca¬ 
tion of such fields by permanent boundary 
marks and the accurate measurement of each 
field by chain and cross-staff; 

(2) The classification of the land with the object of 
determining the relative value of the fields in¬ 
to which the land wag divided, taking into 
account the quality of the soil ^nd in case of 
wet and garden lands the nature and the per¬ 
manency of the source of water and the crop; 

(3) After fixing the classification of all the fields in 
each village, the grouping of villages to which 
a uniform standard of assessment might he 
fixed for the different varieties of land; 

(4) Fixing the maximum rate of assessment on each 
class of cultivation or group. This was based 
on the nature and effects of the past manage¬ 
ment of the area and had reference to the rain¬ 
fall and the past history of the lands. 

Mysore State may be divided geographically into 
three parts. One is the Malnad or the hilly portion 
where the rainfall varies from 50 to 300 inches. This 
area is thinly populated and highly malarial. The 
second part is semi-Malnad. In this area the rainfall 
varies from 30 to 50 inches. This area is fairly fertile 
but somewhat malarial. The third portion consists of 
the dry part or the Maidan or the plain. The rainfall 
in this tract varies on an average 10 to 25 inches. 
Usually it is possible here to get a good crop once in 
three or four years. Every third year usually happens 
to be a year of scarcity. This area is very healthly 
and fairly thickly populated. The feature of the area 
is the large number of tanks constructed in the past. 
In fact one distinctive feature of Mysore State is the 
large number of irrigation tanks. For an area of about 
thirty thousand square miles there are as many as 
12,000 important tanks and 20,000 tanks in all. This 
large number of tanks is due to the fact that major 
portion of the State consists Of Maidan which is sub¬ 
ject to periodical droughts and in fact normal existence 
of human beings in many of the areas is impossible 
but for these tanks. 


Land Revenue taxation is therefore regulated by 
physical conditions prevailing in the State. The rate 
of dry assessment for example varies from one anna 
to Rs. 2-12-0 and the wet assessment varies from about 
Re. 1 to about Rs. 12. There are similar variations in 
the case of garden assessment also. 


As regards the Inam, the important feaure of the 
inam tenure in Mysore State is that a substantial por¬ 
tion of the inam land consists of inam lands granted 
for the upkeep of religious and charitable institutions. 
The other kind of inam is the Personal Inam. The ques¬ 
tion of abolishing the personal inam is before the 
Legislature and it is proposed to abolish religious and 
charitable inams also. Besides these two kinds of inams. 
Village Officers are also given inam lands in lieu of cash 
salary. The abolition of religious and charitable inams 
will entail the State annual expenditure to the tune of 
ten lakhs of rupees, as it is considered necessary that in 



their case, Government should- guarantee a certain in¬ 
come to these institutions so that they can fulfil their roll 
in the life of the community. The religious and charit¬ 
able institutions which are endowned with Government 
lands are as per Religious and Charitable Endowment 
Act under the control of Government. As regards the Ser¬ 
vice Inam, if they are abolished, the village officers 
affected will have to be remunerated annually or 
monthly in cash. It is roughly calculated that a sum 
of Rs. 15 to 20 lakhs will be necessary to make annual 
payments both to the village officers and the religious 
and charitable institutions if both service or religious 
inams are abolished. As regards Personal Inams, it is 
proposed to pay compensation in cash. It is not possi¬ 
ble to indicate at this stage what the financial impli¬ 
cations will be with any degree of accuracy, but it is 
likely that the expenditure to the State will not be 
less than Rs. .150 lakhs. 

Though under the Land Revenue Code no provision 
exists for remission of assessment in cases of failure 
of crops, Government have nevertheless framed rules 
for the remission of wet and dry and garden assess¬ 
ment in cases of failure of crops. These rules have 
been liberalised from time to time and this factor has 
rendered to a certain extent the income from land 
revenue elastic, particularly in years of distress. 

The question of taking up Resurvey and Resettle¬ 
ment of taluks where the survey guarantee has elapsed 
is under active consideration. Resurvey and Resettle¬ 
ment is due in 42 taluks. The work of resurvey and 
resettlement, in fact, has already commenced. The pro¬ 
bable increase in Revenue when the resettlement and 
resurvey of all the taluks is completed by 1958-59 may 
not be more than 35 to 40 lakhs of rupees. As against 
this anticipated increase of revenue, the State will be 
saddled with additional expenditure to the tune of 
about 15 to 20 lakhs of rupees as compensatory payment 
to village officers and religious and charitable institu¬ 
tions. 

The suggestion of the Planning Commission in the 
matter of Land Reforms are being implemented. The 
Mysore Tenancy Act has been made applicable to all 
the taluks of ttee State and its working is being watch¬ 
ed. The Mysore Fallow Land Act which confers powers 
on Government to take over compulsorily uncultivated 
lands in private holdings has also been introduced to 
all the taluks. The question of amending Tenacy Act 
further is under consideration.' The State has still got 
large extends of Government land fit for cultivation. 
The Government have recently ruled that such lands 
should be granted only to landless and to those who 
own insufficient lands for their maintenance. 

In addition to increase of revenue anticipated by 
resurvey and resettlement, it is expected that during 
the next 5 years, additional revenue to the extent of 
about 5 lakhs of Rupees may be realised by the dis¬ 
posal of Government lands for cultivation and by the 
completion of the first stage of Lakkavalli Project and 
other irrigation works now on hand. 

As major portion of the State is Maidan or plain 
where the rainfall usually scanty, famine conditions 
are a recurring feature of the State and the State is 
spending large sums of money to fight the spectre of 
famine and now it is spending more than ever to con¬ 
struct permanent irrigation works which will minimise 
the horrors of the famine. On account of this peculiar 
feature it is not possible to expect any substantial 
increase in the land revenue in the State. The increase 
in the land revenue in the Malnad is limited by the 
fact that Malnad is sparsely populated and the culti¬ 
vation is dependent on labour which migrates from 
South Canara annually. Substantial increase in assess¬ 
ment in the semi-Malnad is hedged in by the adminis¬ 
trative considerations. As regards the Madian, even 


the present rates of assessment, it is felt, are fiigfi 
in view of the recurring distress. 

The income to the - State from Land Revenue is on 
an average about Rs. 125 lakhs. This sum consists of 
assessment on land as well as miscellaneous receipts 
such as sgle price of Government lands, fines under 
the L.R. Code, licence' fee, etc. The details for the 
receipts are furnished below. 


VII— Land Revenue 



Year 

Assessment 
on Lands 

Other 

Items* 

Total 

1935-36 

Pre-War 

109-48 

19-02 

128-50 

1936-37 

• • 

• 109-37 

21-29 

130-66 

1937-38 

. 

99-55 

I 9 - 7 I 

119-26 

1938-39 

... 

97 - 4 ° 

18-69 

116-09 

1939-40 

War-Period 

104-13 

20-64 

124-77 

1940-41 


105-40 

21-37 

126-77 

1941-42 

. 

106-48 

21* 21 

127-69 

1942-43 


. 106-23 

22* 23 

128-46 

1943-44 


. 107-48 

19-98 

127-46 

1944-45 


. 109-48 

. 21-76 

131*24 

1945-46 


91-53 

19-49 

111*02 

1946-47 

Post-War 



139-06 

1947-48 

* ‘ . ' 

109-89 

23-97 

133-86 

1948-49 

. 

110-94 

25-53 

136-47 

1 949-5° (9 months) 

, 83-48 

18-96 

102*44 

1950-51 

. " . 

. 103-06 

25-94 

129*00 

i 95'-52 

. 

104*21 

26-82 

131-03 

1952-53 

. 

96-89 

32-24 

129-13 

* 953-54 [Budget (net)] . 

91-32 

30-14 

121-46 


♦Other items include sale of Government Estates, recoveries of survey and settle¬ 
ment charges, Recoveries of overpayment, collection oi Payment tor services 
rendered and Miscellaneous. 

Officers of the Revenue Department in Mysore, unlike 
in many other parts of India, are not merely responsi¬ 
ble for the collection of revenue but are also concerned 
with the manifold relations existing between the Gov¬ 
ernment and the agricultural as well as non-agricul- 
tural classes. The Deputy Commissioner, in practice, is 
the legal representative of the Government in its gene¬ 
ral dealings with the public. Besides his revenue duties, 
the Deputy Commissioner has a right to control the 
working of the Local Bodies. He is the head of the 
Police of the district and the District Magistrate having 
considerable amount of both original and appellate 
magisterial work. He is in many respects the Executive 
Authority who is to carry out the nation-welfare acti¬ 
vities of Government. 





MEMORANDUM IV 

Taxes on sale or purchase of goods including tax on Newspapers and Advertisements 


(a) General Note on Sales-Tax 

The Mysore Sales-Tax Act was introduced in the 
year 1948-49 from 1st September 1948. It has been 
principally modelled on the corresponding enactment 
in Madras. It is a multiple point tax, i.e., leviable at 
all stages of sale of goods in the series of sales by 
successive dealer in the State. The general rate of tax 
is three pies per rupee of turnover. The terms ‘Goods , 
“Sale” and “turnover” have been defined in Section 
2/Of the Act. 

Dealers whose turnover in a year is Rs. 10,000 or 
more are liable to pay tax in that year. There are 
several dealers without this taxable minimum but 
whose turnover is likely to reach that limit and with 
a view to keep all such marginal dealers also on the 
books of the Department, the limit of turnover for 
purposes of registration is put at Rs. 7,500. All dealers 
with a turnover of Rs. 7,500 and above should get 
themselves registered. Other dealers may also get 
themselves registered. Registration fee is Rs. 6 per 
annum. The Assistant Sales-Tax Officer, and Sales-Tax 
Officer are the registering authorities. Registration is 
automatic on application. It is a certificate which 
enables the dealer to collect tax on his sales. It requires 
renewal at the beginning of every year. All amounts 
collected by way of tax by the dealer should be paid 
to the Government. Unregistered dealers should not 
collect the tax on their sales, even though they may 
be liable to pay tax on such sales to the Government 
under the provisions of the law. 

Assessment.*—The assessing authorities are the Assis¬ 
tant Sales-Tax Officers for dealers whose turnover does 
not exceed Rs. 40,000 and the Sales-Tax Officer for 
dealers whose turnover exceeds Rs. 40,000. There are 
two assessments for*each year—provisional and final. 


Rote of Tax .—The general rate of tax is three pies 
for every rupee of turnover. Most of the essential arti¬ 
cles are exempt from the tax. A list of exempted arti¬ 
cles is enclosed (Annexure A). Certain other articles are 
subject to tax at a single point. A list showing such 
articles, the stage at which their turnover is liable to 
tax the rate of tax and the conditions, if any, subject 
to which they are so liable is enclosed (Annexure B). 

Textile manufactured by mills are liable to tax at 
six pies per rupee at a single point at the first stage, 
viz., when sold by the first dealer in Mysore. Textiles 
manufactured by powerlooms are also liable to tax 
at six pies per rupee at a single point at the last stage, 
viz., when sold by the retail dealer to the consumer. 

In regard to certain luxury articles such as motor 
cars, radios, etc., an additional tax at the rate of six 
pies, or three pies, as the case may be, is leviable at 
the stage of sale by a person who in the State is the 
first dealer in such goods. This additional tax is levia¬ 
ble in addition to the usual tax under Section 3 (2). 

Licensing .—Of the above, the single point taxation 
exemption or concession, as detailed in Annexures ‘A’ 
and ‘B’ is allowed through licenses in the cases of 

(1) Bullion and Specie. 

(2) Cotton. 

(3) Cotton yam other than handspun yam. 

(4) Cloth woven on handloom wholly with handspun 
yam. 

(5) Cloth woven on handloom wholly or partly with 
mill yam. 

(6) Hides and skins. 


Provisional ..—In the case of new dealers, within 30 
days of his turnover reaching Rs. 10,000 he has to 
submit a return of turnover estimated for the year. 
On the basis of that return he will be provisionally 
assessed to tax. 

In the case of old dealers, provisional assessment for 
the current year will be made on the basis of the turn¬ 
over finally determined for the previous year. 

The tax provisionally assessed is payable in four 
quarterly instalments, at the end of each quarter 
before the 10th of the first month of the succeeding 
quarter. At the end of the year after the turnover is 
finally determined, excess, if any paid, being refunded 
and deficit, if any, recovered. 

Final .—Every dealer having a turnover of Rs. 10,000 
or more has to submit a return of turnover in the 
prescribed form before the 1st May of the succeeding 
year. If the assessing authority finds the return to be 
correct and complete he assesses the dealer on the 
turnover returned. If not, he has to issue a notice ask¬ 
ing the dealer to prove the correctness and complete¬ 
ness of the return and to make such other enquiries 
as he deems fit. After hearing the dealer, if he is not 
satisfied he can determine the turnover to the best of 
his judgment. The assessing authorities .have to make 
final assessments within two years next succeeding that 
to which the assessment relates. 

Quarterly final assessment .—The dealer whose net 
turnover exceeds Rs. 40,000 has the option to elect 
the method of payment of tax on the basis of actual 
quarterly turnover. There is no provisional assessment 
in such cases. The dealer files the return of turnover 
once a quarter and pays tax accordingly. The assess- 
ing authority, if he finds the return of turnover correct 
and complete, accepts it. If not, he issues a notice to 
the dealer to prove the correctness and completeness 
of the returns and also makes such other enquiries as 
he deems fit. After hearing the dealer if he is not 
satisfied he can determine the turnover to the best of 
his judgment and assess accordingly. 

Levy of Tax .—'The tax is leviable on the turnover. 
The rules for the computation of turnover are contain¬ 
ed in the Schedule to the Act. The turnover in respect 
of all goods is the amount for which they are sold except 
in the case of untanned hides and skins sold to a 
tanner, in which case the turnover is the amount for 
which the goods are bought by him. In the case of 
“works contracts” a ^percentage deduction is allowed 
from the bill amount on account of labour charges. 


(7) Thrown Silk yam. 

(8) Druggets. 

It is only licensed dealers who are eligible for the 
above said concessions. The transactions of unlicensed 
dealers in the above commodities are liable to tax at 
the normal rate of three pies on the sale value at all 
stages of sales in the State. Offending transactions of 
licensed dealers, who transgress the conditions of 
license or the provisions of the Act or the rules there¬ 
under are also liable to be taxed at the normal rate of 
three pies per rupee on the sale value. 

Licenses are granted by the assessing authorities on 
payment of Ifie prescribed license fees from the date 
of application. The Deputy Commissioners of Sales-Tax 
are given the discretion to order the issue of license 
with retrospective effect subject to payment of penalty. 

Agents of Principal Dealers Residing within the State 

A special provision has been made in section 9 of 
the Act exempting these commission agents under a 
license provided that they do business on behalf of 
known principals and for agreed commission and pro¬ 
vided further that their entire turnover is included 
in the turnover of their principals, to whom the Depart¬ 
ment looks for tax. The agreed commission should be 
the entire remuneration of the agent. His accounts 
should be in the prescribed forms certified copies of 
which have to be furnished to the assessing authorities. 
Unlicensed transactions and those which are not in 
conformity with the provisions of the Act and the con¬ 
ditions of license are liable to tax. 

Agents of non-resident principals ,—They are treated 
as dealers and are liable to pay tax on the turnover 
irrespective of their turnover. The non-resident princi¬ 
pal is entitled for refund of the tax paid by his agents, 
if the total turnover of his business (i.e.,, bf all his 
agents) in the State is less than Rs. 10,000. He has to 
apply for the refund within 12 months from the end 
of the year in which the payment was made. 

Appeals .—The Deputy Commissioner of Sales-Tax is 
the appellate authority. The appeal time is 30 days. 
The appellant is entitled to withhold tax on the dis¬ 
puted turnover till the appeal is disposed of. 

Revision .—The Deputy Commissioners of Sales-Tax 
and the Commissioner of Sales-Tax are the revising 
authorities. The time limit for revision petitions is 6 
months from the date of the order. The officers have 
also “suo moto” revisional powers which they can 
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exercise at any time. The Government have also got 
revisional powers, which they can exercise at any time 
on an application within six months. 

High Court .—Question of law may be referred for 
decision of the High Court by the appellate or revision 
authority, on application preferred before him by the 
dealer on the assessing authority. The time limit is 60 
days from the date of passing of the order of the 
appellate or the revising authority. If the application 
is made by the dealer, he has to deposit Rs. 100. 

Collection of Tax 

Provisional as sessees .—They pay tax in fixed quar¬ 
terly instalments on or before 10th of the month 
succeeding the quarter. 

Quarterly final assessees (Rule 20).—They pay tax 
on their actual turnover every quarter before the 
end of the month succeeding the quarter. 

The collecting agents are the assessing authorities 
who are assisted by Bill Collectors. In cases where tax 
is not paid in the normal course, the Department can 
either compound the offence, if the defaulter consents 
or prosecute the dealer, or proceed to recover the tax 
as arrears of Land Revenue. It has been found in 
practice that the threat of prosecution is the most effec¬ 
tive method of recovering arrears of tax. 

Offences and Penalties .—Section 20 of the Act pro¬ 
vides for prosecuting the dealers for contravening the 
provisions of the Act and the Rules thereunder. By a 


1948— 49 (10 months) ........ 

1949— 50 (9 months) ........ 

> 950 — 5 !.. 

1951—52 ......... 

> 952—53 .. 

> 953—54 (Budget). 

The Demand, Collection, Balance of Tax are as 


1948 — 49 (10 months) . . . . , . .. 

>949—50 (9 months) .. 

(Tax on motor spirit) ........ 

>950—51 • • • .. 

(Tax on motor spirit) . . . . . 

1951— 52 .......... 

(Tax on motor spirit) . . .. 

1952 — 53 •'•••' . 

(Tax on motor spirit) . 

The arrears are heavy in the Cities of Bangalpre and 
Mysore. Special Establishments have recently been 
sanctioned for the cities and intensive action is being 
taken to recover the arrears, either by prosecuting the 
defaulters, or by executing promptly the certificates 
issued for the recovery of the arrears as an arrear of 
Land Revenue. Systematic and sustained efforts in 
that direction are expected to reduce the arrears con¬ 
siderably. 

* 

Trends in receipts. —The revenue from Sales-Tax was 
progressive since its inception in 1948-49 up to 1951-52. 
But with the restrictions imposed by Article 286 of 
the Constitution coming into full operation from 1st 
April 1951 prohibiting the levy on exports, imports 
and inter-State trade, there was a set back and a heavy 
loss of revenue under this head to the State amounting 
to about Rs. 25 lakhs per year. Further, on account of 
the prevalent tightness of the money market and the 
consequent dullness in trade, there is a further fall 
in revenue. 

To arrest the fall to a certain extent at least, certain 
exemptions granted under Section 6 of the Act, e.g.. 
Firewood and Charcoal, Thupra and Beedi Wrapper 


special provision in Section 22, the jurisdiction of the 
Law Courts (Civil and Criminal ) to question the vali¬ 
dity of assessment or the liability of any person to 
pay tax, has been ousted. Provision has also been made 
in Section 21 for composition of Offences by the 
Departmental officers in lieu of prosecution. The Assis¬ 
tant Sales-Tax Officers, Sales-Tax Officers and the 
Deputy Commissioner of Sales-Tax are exercising the 
powers of compounding offences. 

Administrative set up .—The Excise Commissioner is 
the Ex-officio Commissioner of Sales-Tax. He is the 
Head of the Department. Under him there are two 
Deputy Commissioners of Sales-Tax, one for Bangalore 
Division consisting of Bangalore, Tumkur and Kolar 
Districts and the other for Mysore Division consisting 
of the remaining Districts in the State. They have both 
appellate and administrative work. 

There are eleven Sales-Tax Officers and thirty Assis¬ 
tant Sales-Tax Officers, who are the assessing autho¬ 
rities with territorial jurisdictions, the Assistant Sales- 
Tax Officers are the assessing authorities in the case 
of dealers with an annual turnover of Rs. 40,000 and 
below and Sales-Tax Officers are the assessing autho¬ 
rities in the case of dealers with an annual turnover 
above Rs. 40,000. They are required to examine the 
accounts, conduct enquiries, etc., and do everything 
themselves from start to finish in respect of every 
assessment file, the Clerks only assisting them in the 
issue of processes and maintenance of Registers. 

The receipt and expenditure of the Department dur¬ 
ing the past five years are as follows : — 



Receipts 




Expenditure 



Rs. 

a. p. 




Rs. a. p 

. 

. 

81,49,470 

0 0 

... 



1 , 37,827 

0 

0 

• 

95 , 15,237 

0 0 




1,81,212 

0 

0 

• 

1,41,14,179 

0 0 




3 , 35,467 

0 

0 

• 

1,60,31,784 

0 0 




3,68,576 

Q 

0 

• 

>,44,96,454 

12 0 




4,54,000 

O 

0 

• 

1,20,00,000 

0 0 




5,02,000 

O 

0 

follows :— 









Demand 

Collection 


Balance 




Rs. 

a. p. 

Rs. 

a. 

p- 

Rs. 

a. 

P* 


96,75,674 

12 7 

75,08,510, 

12 

5 

21,67,164 

0 

2 

• 

1,22,16,965 

7 >> 

92 , 53,742 

7 

6 

29,64,223 

0 

5 


9 , 99,666 

>0 5 

9 , 77,771 

9 

3 

2 >,895 

1 

2 


1,67,88,320 

9 >0 

1,26,28,771 

7 

2 

4 >, 59,549 

2 

8 


18,93,871 

0 0 

18,57,639 
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H 

5 

43 , 69 ,1 >> 

2 

7 
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leaves, Leaf Tobacco, all sales to the Palace, Matches, 
etc., have recently been withdrawn, and the slab rates 
of tax on fruits, Vegetables, etc., have been enhanced 
to the level prevailing in Madras State. The rate of tax 
on sales of petrol and on sales of Cigarettes, and tobacco 
have also recently been enhanced. But even with these 
- enhancements it is doubtful whether the revenue can 
be maintained at the old level, as the dullness in trade 
and consequent reduction in turnover may outstep the 
enhancements mentioned above. 

Trends in arrears .—The arrears are mounting up 
particularly in the Cities. Major portion of it was due 
to the uncertainty in the interpretation of the different 
clauses in Art. 286 of the Constitution, till the recent 
judgment of the Supreme Court in the T. C. S. T. 
appeals and the Bombay S. T. appeals. But even now, 
the uncertainty and difficulty of assessing the non-resi¬ 
dent dealers and recovering the tax from them con¬ 
tinues and a solution has to be found as a result of 
consultations between the Centre and the States, which 
are in the offing. 

Moreover, the dullness in trade has hit the dealers 
and it is found difficult to recdVer the tax from them 
without recourse to coercive measures under the law, 






















viz., Prosecutions and executions of Revenue Certifi¬ 
cates. Special establishments of Revenue Inspectors 
have been sanctioned for the work in the Cities and 
it is being enjoined on all the Officers that systematic 
and sustained action has to be taken against all 
defaulters promptly so that the arrears may be reduced 
to the barest minimum. The staff of nine Special Reve¬ 
nue Inspectors first sanctioned for the work in 1952 
has been proposed to be doubled so that the work may 
be intensified and better results achieved early. 

Evasions and Avoidance.—The prinicipal methods 
practised are: (1) Omission to take purchases to Stock 
and consequent omission to enter Sales in the accounts, 
(2) Non-issue of Bills, (3) Passing of taxable turnover, 
as non-taxable turnover or license turnover in the 
accounts, (4) Evading to furnish full details of the 
transactions in order to determine their liability under 
the Act, (5) Article 286 of the Constitution is another 
source of evasion by which the dealer could avoid the 
tax of both the exporting and the delivery States. 

It is a common complaint that there is considerable 
evasion of tax. Though in the case of a tax to be 
assessed and collected like the Sales Tax, there will 
always be such complaints, yet it is felt that much of 
it may be the result of spiteful exaggeration. Intensive 
scrutiny of accounts, shop inspections and visits to 
shandies, fairs and festivals, street surveys, Cross-check¬ 
ing references are some of the methods which are 
being usefully employed for checking evasion*. The 
territorial jurisdictions of the Assessing Officers have 
recently been reduced with a view to enable them to 
devote greater attention in this behalf. Their Head¬ 
quarters have been shifted to the principal business 
place of their jurisdiction wherever necessary (e.g. 
Chitaldrug District Circle to Davangere, Tumkur Dis¬ 
trict No. 2 Sub-Circle to Tiptur, Mysore District No. 1 
Sub-Circle to Chamarajanagar, Kolar District No. 2 Sub- 
Circle to K. G. F. and Shimoga District No. 2 Sub-Circle 
to Sagar). Wholesaler’s accounts, Railway Goods-shed 
Registers, Postal parcel registers, Municipal Octroi 
Registers are being checked and information made use 
of to check the accounts of dealers by cross-references. 

There is, however, considerable scope for improve¬ 
ment in the directions in which work is already being 
done, by doing it in a systematic and sustained manner, 
which needs the employment of extra staff for culling 
out the informations, classifying them according to 
dealers and furnishing them to the concerned Assess¬ 
ing Officers. 

(b) Replies to Questions 
Question No. 125. 

(i) Tax under the State Act can, present, be levied 
on “Works contracts” also as defined in Section 2 (e) 
of the Act after allowing a percentage deduction for 
labour charges as prescribed in (1) of the Rules for 
the computation of turnover in the Schedule to the 
Act. Goldsmiths who supply bullion also for the jewels 
and Printers who supply paper also for the printing 
are liable to be assessed to tax. But those who render 
services only are not so liable. It is not desirable to 
extend the tax* to services proper as that will have to 
include all services which have already been rendered 
very costly on account of high prices, and administra¬ 
tion of such a tax will also be difficult. 

(b) Hotel bills are already being assessed to tax in 
the State wherever boarding and lodging charges are 
mentioned separately, lodging charges are being exclud¬ 
ed and tax levied only on the boarding charges. Where 
an overall bill has been preferred for both boarding and 
lodging, lodging charges are being estimated and exclud¬ 
ed from the assessable turnover. In the case of Restaurant 
and Coffee House bills, tax is being levied on the total 
turnover. There is good deal of opposition on this be¬ 
half and the question is under consideration of the 
Sales-Tax Committee. 

(c) Sales of paintings and photograph are being 
assessed to tax in the full sale value excluding sitting 
charges, if any, shown separately. As the sale value 
consists of a substantial portion in payment of skilled 
labour and services, as against the small value of the 
material of the goods, whether any relief in the shape 
of excluding a portion of the turnover from tax could 
be given rs under consideration. 

(ii) The transactions in future markets are uncertain 
and in that view of the matter it may not be desirable 
to subject them to any levy. However, whether tax at 
low rates say at \ per cent on future transactions of 
specified commodities such as cotton, groundnut, etc., 
may be introduced on the lines of the U. P. S. T. Act 
in the State S. T. Act is a matter for consideration. 
If any tax has to be l^ied on stock exchange the rate 
will have to be still lower—say J per cent. 

18—2 T. E. Com. Bom. 


Question No. 126. 

It is not considered advisable to tax either the sales 
of Newspapers or advertisements. 

Question No. 127. 

It is not possible to agree with the view that Sales 
Tax has no specific function to perform in the country’s 
system of taxation which cannot be met by increase of 
wccise, octroi or customs. Sales Tax is a broad based tax 
and has come to stay as an integral part of the country’s 
economy and is providing a substantial revenue to the 
State. 

Question No. 128. 

No statistics are available of the number of dealers 
in the State under different categories (manufacturers, 
importers, wholesalers, retailers etc.). But the following 
statistics are available regarding them. 


No. of registered dealers with turnover below Rs. 10,000 

6,217 

No. with turnover between Rs. 10,000 and Rs. 15,000 . 

4,482 

Do 

Rs. 15,000 and Rs. 20,000 . 

1,855 

Do 

Rs. 20,000 and Rs. 25,000 . 

1,240 

Do 

Rs. 25,000 and Rs. 30,000 . 

901 

Do 

Rs. 30,000 and Rs. 35,000 . 

7*5 

Do 

Rs. 35,000 and Rs. 40,000 . 

731 

No. with turnover above 

Rs. 40,000 

5 ,i 84 


Total 

21,305 


The details below Rs. 40,000 turnover cannot general¬ 
ly be expected to maintain detailed accounts and issue 
cash memos to the customers. 

No. of Commission agents in the State who have obtained 

Licence under Section 9 of the Act , . . 441 

The view expressed in part (a) of the question that 
in Indian conditions, the bulk of the Sales Tax is likely, 
for a long time to come, to continue to be leviable on 
aggregate turnover as distinguished from the individual 
sale price may be agreed to. 

(b) The Sales Tax on petrol is governed by a separate 
Act, as in the other States of the Union. It was enacted 
in 1949. Motor Spirit (Petrol) occupies a unique position 
in the trade structure in that its Production, Distribu¬ 
tion and Consumption are all and can be carefully con¬ 
trolled and supervised. In fact, there are only three com¬ 
panies importing the Spirit with distributors under them 
all registered and subject to periodical inspections and 
scrutiny by the Company’s Inspectors as regards. Stock, 
etc. The particular system of levy and collection of Sales 
Tax adopted in respect of Motor Spirit cannot, in the 
above circumstances, be extended to any other commo¬ 
dity. 

Question No. 129. 

The entire question is under examination by a com¬ 
mittee appointed by Government with the Revenue 
Minister as Chairman. The report of the Committee is 
expected shortly. 

Question No. 130. 

The entire question is under examination by a com¬ 
mittee appointed by Government with the Revenue Minis¬ 
ter as Chairman. The report of the Committee is 
expected shortly. 

Question No. 131. 

Any .attempt at uniformity may affect the finances of 
the State. It is better to have the Sales Tax as a State 
subject, with power to vary rates as and When neces¬ 
sary. 

Question No. 132. 

The Essential Goods Art. enacted by Parliament 
under Art. 286 (3) of the Constitution has not so far 
achieved the desired uniformity in regard to exemp¬ 
tions from Sales Tax, as it is not retrospective. If it is 
made retrospective, it would make serious inroads into 
the revenues of the States which are levying the tax. 
So it is best left as it is, and to allow pressure of public 
opinion to play on the State Governments, to extend the 
exemptions as and when alternative sources of Revenues 
are found. The entire question is under examination by 
the Sales Tax Committee in the State. Estimated Reve¬ 
nue Collections in the State Commodity war is enclosed. 
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Question No. 133. 

This Question will also be considered by the Sales Tax 
Committee. 

Question No. 134. 

The principle of uniformity in Sales Tax cannot be 
agreed to, as it may seriously affect the finances of the 
State. 

(c) Other Remarks 

The tax is being levied on sales of some of the goods 
which have been declared by Parliament as essential 
for the life of the Community in a recent Central Act 
under Clause (3) of Art. 286 of the Constitution. Though 
the Central Act has no immediate effect on our revenues, 
yet pressure might be brought to bear both in the 
Legislature and outside, to abolish the tax on these essen¬ 
tial goods and exemption may have to be allowed if 
not now, at some not very distant date—for these goods. 

There have been persistent demands and agitation 
from the merchants to have a system of single point levy 
instead of multi-point. This question was examined by 
a Committee appointed by Government with the Finance 
Minister as Chairman in 1951-52. They opined that 
Mysore had advisedly adopted the present system of 
taxation and that no wholesale changeover was called 
for. However, in view of the large volume -of public 
opinion, they recommended that the single point levy in 
force in the State be extended to other commodities to 
be notified, under a permissive Section to be newly in¬ 
troduced into the Mysore Sales Tax Act on the lines of 
the TJ. P. S. T. Act. This question is again being examin¬ 
ed by a Second Committee recently appointed by Gov¬ 
ernment with the Revenue Minister as Chairman, which 
is going into the entire question of levy and recovery 
of Sales Tax with a view to make recommendations to 
minimise the troubles under the present system to the 
dealer and the consumer, and at the same time safe¬ 
guard the revenue to the State. 

ANNEXURE “A”. 

Mysore Sales Tax Act. 

List of Exemptions in Mysore. 

1. Agricultural and horticultural produce when sold 
by the grower. 

2. Goods on which duty is levied under the Mysore 
Excise Act or Opium Act. 

3. Cotton. 

4. Handspun yarn. 


5. Cloth woven on handlooms wholly with handspun 
yarn by persons not dealing in cloth of any other 
description. 

6. Salt. 

7. All cereals and pulses including all forms of rice. 

8. Flour, including Atta, Maida, Soji and Bran. 

9. Matches at all points other than first sale in the 
State. 

10. Cumblies woven on handlooms. 

11. Text books approved by the Director of Public 
Instruction in Mysore. 

12. Slates and pencils, exercise and drawing books 
chalk sticks and crayons, erasers and other articles 
used in educational institutions if the cost of the 
article sold is less than eight annas. 

13. Canteen Stores sold by the Canteen Stores Depart¬ 
ment of the Government of India to the canteen 
contractors and sales of such canteen stores by 
the canteen contractors to the Armed Forces. 

14. Medical Practitioners owing dispensaries and dis¬ 
pensing medicine only to their patients. 

15. Raw wool—(subject to licence under Section 5). 

16. First sale of articles made by students and trainees 
in the industrial schools in the State. 

17. Bullock Carts. 

18 . Druggets made of handspun yarn and woven on 
handlooms (Section 5). 

19. Electrical energy. 

20. Filature silk, foreign silk and charka silk twisted 
by hand (Section 5). 

21. Sales of silk worm eggs by aided Graineurs and 
Government grainages. 

22. Sales of silk worm Cocoons by Cocoon rearers. 

23. Sales to Tractors, their parts and accessories 
exempted from the additional tax leviable under 
Section 3 (2) of the Act. 

24. Dealers in mutton, eggs, fruits, vegetables, flowers, 

fresh milk, bread, and betel leaves have been 
granted the concession of paying tax at the follow¬ 
ing slab rates: • 

Turnover between Rs. 10,000 

and 20,000 • • • Tax Rs. 96 per annum. 

Do. Rs. 200,000 

and 400,000 • Tax Rs. 141 „ 

and for every turnover of Rs. 40,000 or a part 
thereof on excess of Rs. 40,000, 3 pies for every 
rupee on such turnover. 

25. Newspapers. 

26. Sharana Sahitya—A Kannada Journal. 

27. Ballot boxes used for purposes of Elections to the 
House of the people and to the House of State 
Legislature. 


“B”. 


ANNEXURE 
Mysore Sales Tax. 

List of articles subject to tax at a single point in Mysore 


Name of article 


Sales Tax 


Rate 


Remarks 


I Mill Textiles 
3 Powerloom Textiles 
3 Beedies and Snuff 
Cigarettes 


Cigars or Cheroots 


Cigarette Tobacco, Pipe 
tobacco. 

4 Illuminating kerosene . 

5 Hides and skins (Untanned) . 


6 Cotton Yarn other than hand- 

loom yarn. 

7 Silk thrown by the use of 

machinery. 

8 Spun silk and Noil yam manu¬ 

factured by the Mysore 
' Spun Silk Mills, Channa- 
patna. 

9 Bullion and speci e . 

10 Cloth woven on handloom 

wholly or partly with mill 
yam. 


First sale 
Retail sale to the consumer 
First point 
First point • 


First sale .... 

At the stage of tannery or at the 
stage of export, on purchase 
turnover. 

First Sale .... 

Fbst 

Sale 

First 

Sale 


First 

Sale 

Retail sale to consumer 


6 pies per Rupee 

6 pies per Rupee 

3 pies per Rupee 

(1) Price per cigar is less than 3 
pies and retail price is not 
more than 3 pies. 

(2) Price per cigar is less than 6 
pies and retail price is not 
more than 6 pies. 

(3) Price per cigar is less than 9 
pies and retail price is not 
more than 9 pies. 

(4) Price per cigar is above 9 
pies. 

(1) Price per cigar or cheroot is 
les 3 than 2 annas and retail 
price is not more, than 2 
annas. 

Others . . ' . 


3 pies per rupee 
3 pies per rupee 


Half per cent . 
Half per cent 
Half per cent 


Quarter per cent 

One and a half pies per rupee . 


3 pies per Rupee. 


10 per cent of such turnover. 


20 per cent of such turnover. 


30 per cent of such turnover. 
3 pies per rupee. 


30 per cent of such turnover. 
30 per cent of such turnover. 


Dealers are required to obtain 
license under Section 5 of 
The Mysore Sales-tax Act. Sales 
covered by such license are 
exempt in all stages except 
those mentioned in Col. 2 
V where they are taxed at the 
rates specified in Column 3. 
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Com modify wise Tax assessed during the 

Year 

1952-53 

Rs. 

1. Cotton . 

. 

3 > 000 . 

2. Cloth woven on handlooms wholly with handspun 

80,000 

yarn. 


65,000 

3. Cotton yarn . ... • 

• 

4. Charka Silk . . ■ • * 

- 

61,000 

r.. Cloth woven on handlooms wholly or partly with 

3 , 75 ,°°° 

Mill yarn. 

6. Bullion and Specie . 


i, 45 ,°°° 

7. Tea ...•■■• 


1,30,000 

8. Hides and Skins . . • 


16,000 

9. Tanneries ...••• 


13,000 

10. Works Contract . 

. " 

1,55,000 

11. Groundnut . . . 


1,02,000 

12. Areca . . • • 


15,000 

13. Copra and Cocoanut . . • 


69,000 

14. Coffee 


70,000 

15. Coffee as roasted berries or powder . 


3 , 75,500 

16. Cardamom . . . • • . 


3,500 

17. Unmanufactured tobacco 


2,500 

18. Agricultural implements and appliances . 


52,000 

19. Aluminium ware . 


23,000 

20. Bone and other meals 


15,000 

21. Bricks and Tiles . 


43 ,ooo 

22. Chemicals ....-• 


1,15,000 

23. Carpets . . . 


18,000 

24. Cement 


52,000 

25. Condiments . . . . • 


1,000 

26. Confectionery . . 


26,000 

27. Cotton cloth (Textiles) .... 


18,75,000 

28. Electroplated ware. .... 


500 

29. Enamel ware . 


3,500 

30. Furniture and other wood manufacture 


80,000 

31. Metalware ...... 


1,08,000 

32. Glassware 


44,000 

33. Hosiery ...... 


1,70,000 

34. Industrial Machinery and other products, etc. 


2,26,000 

35. Jewellery and Silverware 


2,05,000 

36. Leather goods and boots and shoes , 


56,500 

37. Manures ...... 


20,000 

38. Matches 


4,500 

39. Medical Preparations .... 


1,20,000 

40. Oil Cakes and Vegetable Oils . 


6,95,000 

41. Paper ....•- 


2,80,000 

42. Pencils . . . ; 


55 ° 

43. Pith Helmets .... 


1,25° 

44. Pottery and Ceramic goods 


42,000 

45. Ropes . . . . ■ ... 


3,900 

46. Sandalwood Oil ..... 


“ 6,000 

47. Silk goods including Powerloom goods 


2,37,300 

48. Soaps . . . . .’ 


1,65,000 

49. Iron and Steel manufactures . 


1,25,000 

50. Sugar.* 


3,71,000 

51. Umbrellas ...... 


3,900 

52. Woollen manufactures other than carpets . 


58,000 

53. Gold thread ...... 


59,000 



Rs. 

71. Text books and other articles used in Educational 

34,000 

Institutions. 


72. Ribbon, Nakki and Gota .... 

6,000 

73. Canteen Stores Hotels. 

2,85,000 

74. Leaf Tobcco, cured as well as uncured 

15,000 

75. Raw Wool . . . - 

1,200 

76. Spun Silk and Noil Yam manufactured by the 

26,800 

Channapatna Spun Silk Mills, Ltd.. 


77. Agarbathies . 

36,000 

78. Thrown Silk ....... 

72,000 

79. Articles made by Students and Trainees in the 

Nil 

Industrial Schools. 


80. Paints ........ 

80,000 

81. Varnished and allied products 

4,000 

82. Druggets ....... 

8,000 

83. Mutton including eggs ..... 

10,000 

84. Fruits . . . . . . . 

10,100 

85. Vegetables ...... 

15,90° 

86. Flowers ....... 

800 

87. Fresh Milk ’. . 

17,000 

88. Motor Vehicles and their accessories 

6,95,200 

89. Refrigerators and Air Conditioning plants 

3,500 

90. Wireless Reception instruments and Apparatus . 

75,000 

91. Cinematographic goods .... 

14,000 

92. All Electrical goods ..... 

3,05,000 

93. All clocks, time-pieces, watches and parts thereof 

35,000 

94. Provisions . . . 

10,75,000 

95, Others . . . . . . . 

20,76,000 

96. Medical Practitioners ..... 

200 

97. Petrol . .. 

21,38,000 

98. Motor Spirit other than Petrol 

», 55 , 3 °° 

• / 

% Total 

1,46,95,000 


STATE EXCISES 
(a) General Note 

Excise duties are leviable on alcohol and alcoholic 
contents of the finished products of spirituous medicinal 
preparations, etc. The duties levied in each State are 
not uniform and there is restriction in respect of move¬ 
ments also from one State to another. It is for this rea¬ 
son, i.e., with a view to have uniformity, etc., in these> 
matters, the Central Government appointed an Excise 
Expert Committee to examine the matter In detail for the 
removal of Inter-State barriers and for levy of uniform 
duty throughout India. Wherever the State Governments 
have got reciprocal arrangements between each other, 
no difficulty is being experienced. Mysore State has got 
such arrangements with the Governments of (I) Madras 
(2) Hyderabad Division, (3) Bombay, (4) West Bengal, 
and (5) United States of Travancore and Cofchin. In res¬ 
pect of these cases, the question of obtaining import 
permits is not insisted upon, except recently ip the case 
of Madras, as the duty is got collected in the exporting 
States before issue of export permits and the nme is 
transferred to the respective importing States once in 
a month through the Accountant General of that State. 
It will not be so in the case of other Governments where 
such arrangements do not exist and naturally trade 
interests are being affected. Orders of the Government 
of India on the Excise Expert Committee’s Report are 
awaited. The reciprocal arrangement will not apply to 
Indian-made Foreign Liquors. 


54. Toys . . . . • v 5.500 

55. Syrups and essences ..... 1,100 

56. Slabs and Marbles ..... 5,500 

57. Bangles and Buttons . . . . 13,500 

58. Artificial Silk Goods ..... 20,000 

59. Tinned or canned fruits, fish and provisions 3,000 

60. Toilet articles . . . . . . 38,000 

61. Mats, mattings and brushes .... 1,000 

62. All Cereals including all forms of rice . Nil 

63. Pulses .. . . Nil 

64. Flour including Atta, Maida, Soji and Bran Nil 


65. Cattle Feed , 

66. Illuminating Kerosene 

67. Cigarettes 

68. Beedies 

69. Snuff . . . •. 

70. Firewood and Charcoal . 


To ensure adequate co-ordination in this direction, 
some uniformity in the leyy of duty on spirituous pre¬ 
parations and also alcoholic liquors is necessary 1 in the 
interests of trade throughout India particularly r|l 
reference to (1) rectified spirits and absolute alcoftoi, G0 
Denatured spirits, and (3) Acoholic contents of tl» 
finished products of spirituous medicinal pre^arglp!^’ 

As regards Indian-made Foreign Liquors, iitipplted 
and manufactured and supplied for consumption the 
State, duty at the rate of Rs. 35, per proof gallon iS being 
levied. When it is exported outside the State for con¬ 
sumption within Indian Union, the rate of duty dejpeoj* 
upon the rate prevailing in the importing State a«JwP» 
ding to the principle that duty follows consumption*. 

This State is levying duty at Rs. 20, per proof ttfBkt I 
on special liquors manufactured at the DiStlgMKR 
Mandya, and issued therefrom for consumption tg flu 
State. Special liquors are issued at 20 U. P, (eppng- 
milk punch issued at 50 U. P.) and the duty WMny&. 
Rs. 16 and Rs. 10, per bulk gallon, exclusive of 
and cesses thereon. When these special liqtmw am 


3,000 

3.500 
2,00,000 
•2,16,000 

2,000 

2.500 
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exported outside the State, they are treated as Indian- 
made Foreign Liquors. The question of uniform-duty 
on arrack does not arise as it is issued to licensed shops 
within the State only. 

Miscellaneous Taxes and Fees. —No duty as such is 
being levied on opium but a license fee (issue rate fee) 
is levied. The present issue rate of license fee from the 
treasury per seer of 80 tolas is Rs. 175. Any further 
enhancement in this behalf would adversely affect shop 
rentals realised by the auction system. 

(b) Replies to Questions 
Question No. 135(a). 

The accepted policy of Government is to introduce 
total Prohibition throughout the State by stages. Six out 
of the ten Districts in the State (including Bellary) have 
been declared ‘Dry’. 

Statistical figures are not available as regards the 
success of the scheme. But it can generally be said that 
the policy has brought peace and prosperity to the rural 
communities and radically changed the outlook of the 
Ex-addicts. There is a certain amount of moral upgrad¬ 
ing among the Depressed Classes after the introduction 
of Prohibition Scheme. Family brawls have also con¬ 
siderably decreased and the women appear to feel pro¬ 
hibition to be a great boon. 

However, the enforcing of the laws of the Prohibition 
Act for the last more than three years has shown that 
though the rural population has been benefited, the 
scheme is not a success in the urban area on account of 
lack of public co-operation. 

By the introduction of Prohibition, the State is already 
sustaining loss of more than fifty lakhs of rupees every 
year. 

Question No. 135 (b). 

(A) (a) Duty, on Rectified spirit of 68 O. P. 

(b) Absolute Alcohol of 75 O. P. is levied at the rate 
of Rs. 20 per proof gallon. 

(c) A license fee at the rate of Rs. 2-8-0 per imperial 
gallon is levied on denatured spirit. 

Note,— The license fee itsel fis considered as duty on Denatured Spirit, 

(d) Duty on spirituous Medicinal preparations, etc., is 
levied as follows : 

(i) Rs. 5 per proof gallon on the alcoholic contents 
of the said preparations used as Medicines, and 

(ii) Rs. 17-8-0 per proof gallon on the alcoholic con¬ 
tents of preparations used as other than Medi¬ 
cines, like tonics, essences, etc. 

(e) A duty at Rs. 35 per proof gallon is levied on 
Indian made Foreign Liquors imported into this State 
or for local consumption issued from the manufacturing 
licensees of this State. 

Special Liquors, such as Brandy, Whisky, Gin and 
Rum, manufactured at the Mandya Distillery run by the 
Mysore Sugar Company are also brought under the cate¬ 
gory of Indian-made foreign liquors. 

The existing rates on alcoholic liquors differ from 
those on medicinal and toilet preparations containing 
alcohol, as follows : — 

Spirituous Preparations * Alcoholic Liquors Rs. a. p. 

(a) A duty at the rate of — (a) Molasses Arrack of 

35 U.P.- 

(i) Rs. 5 per proof gallon (i) Duty per gallon 900 

used as Medicines only. (ii) Price per gallon 280 


Total . 11 8 o 


(ii) Rs. 17-8-0 per proof gal- Exclusive of cesses thereon. 

Ion used as other than 

Medicines only. ( b ) Special Liquors manufac¬ 

tured at the Distillery, Mandya 
of 20 U. P. 

A duty at the rate of Rs. 16 per 
gallon (calculated at Rs. 20 per 
proof gallon plus price thereon, 
as notified from time to 
time, except Milk Punch of 
50 U. P. duty levied at Rs. to 
per gallon). 

The rates on alcoholic liquors vary according to their 
strength. There is a tendency to put alcoholic liquors 
on the market in the guise of Medicinal preparations as 
the rate of duty on the latter is low. 


Agricultural Income-Tax 
Question No. 139. 

The Report of the Committee constituted by Govern¬ 
ment in this behalf is under consideration. 


Questions Nos. 141 and 142. 

These are matters of detail and no general principles 
applicable on all-India basis can be laid down. Each 
State will have to frame rules which are suited for the 
conditions prevailing there. It is desirable to give the 
assessee the discretion to choose the alternative of averag¬ 
ing his income over 3 to 5 years in order to cover good 
and bad years. Expenses of cultivation, etc., may be 
fixed according to certain standards and necessary 
deduction allowed towards expenses of cultivation. 

Depreciation may be allowed on farm houses imple¬ 
ments and carts and agricultural machinery. But no 
depreciation need be allowed on livestock as they are 
multiplying assets. As regards irrigation well, it is a 
non-depreciating assets and hence no depreciation need 
be allowed on it. 


LAND REVENUE AND LAND CESSES 

Replies to Questions 

Question No. 143. 

The Revenue system prevailing in Mysore is “Ryot- 
wari” system. The rate of assessment payable on land 
is settled once in 30 years. The Committee for the 
Revision of the Land Revenue System in Mysore has 
considered the several systems of levy of assessment and 
came to the conclusion that the existing system may be 
retained with some modifications. They have recom¬ 
mended that the period of settlement may be increased 
to 40 years as in Punjab. A copy'of the report of the 
Committee has already been sent to the Commission. 

Question No. 144. 

(i) An opinion has already been given that there is 
not harm in keeping the period of guarantee at 30 years. 
This period was fixed perhaps at the original settle¬ 
ments as it was then felt that this period was long 
enough as the enhancement, if any, at the resettlement 
would be felt once in the lifetime of a generation. 

(ii) Scope of Guarantee.—While fixing the assessment, 
the maximum rate to be levied on each description of 
cultivation for each group (of villages) is determined 
after taking into consideration the rise of prices, 
increased communications, facilities for marketing, etc. 
The maximum rates are applied to the several fields 
in accordance with their relative values and if the 
resulting total exceeds the prescribed margin of increase 
for the land, village or taluk, the individual assessment 
or the rates themselves are reduced so as to bring the 
increase within the prescribed limits. 

A revised assessment is fixed not with reference to 
improvements made from private capital and resources 
but with reference to general considerations of the value 
of land whether as to soil or situation, prices or produce 
or facilities of communication (115 L.R.C.). Improve¬ 
ment effected at the cost of. Government entails a revised 
assessment. 

(iii) The basic rate must therefore depend on the 
prices and improved facilities provided at Government 
cost. 


(iv) Incentive of production. —The existing rates of 
assessments provide an incentive to production. 

(v) Payment in kind. —There was a proposal recently 
to introduce the system of payment of Land Revenue 
in kind. The proposal was given up in view of the prac¬ 
tical difficulties in implementing the system. 

(vi) Uniformity between States. —Indian system of 
Land Revenue is the result of a gradual process of 
evolution from indigenous practices moulded into their 
present shape quite independently of one another to suit 
local circumstances in different areas. The Mysore 
System is more influenced by the system adopted in 
Bombay. Uniformity between States in the system may 
not be possible immediately as no changes of fundamen¬ 
tal character have been effected in any State except 
perhaps steps to abolish Zamindaries and levy of 
Betterment Taxes. 

Question No. 145. 

The existing principles of resettlement appear to be 
comprehensive. 
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Question No. 146. 

The second revision settlement is overdue in about 
45 taluks. On the recommendations of the Economy 
Officer regarding levy of a uniform surcharge on all 
items of Land Revenue of all classes pending revision 
settlement it was proposed to Government by the Depart¬ 
ment that a uniform surcharge of 33 1/3 per cent, of all 
classes of assessment and also in respect of water rate 
may be levied pending the introduction of revision settle¬ 
ment and that this surcharge may be introduced m 
respect of all taluks where revision settlement is due 
or overdue and that in the case of other taluks where 
revision settlement is not yet due it may be done by 
taking power under Legislative enactment Government 
have since sanctioned resurvey and resettlement and it 
is not necessary to leyy any surcharge. 


Question No. 147. 

This relates to enclave villages. All Laws of the State 
in which the enclave villages are included are applicable 
to them. Any disparity in the rates of assessment may 
become ascertainable only after introduction of Survey 
and Settlement and Record of Rights. The Accounts of 
the Madras Government in respect of these villages are 
now being translated into Kannada and in Mysore 
Government forms of account. 

Pending orders of Government on the proposals to 
introduce the Survey and Settlement, and Village Ac¬ 
counts System of the State into the enclave villages, 
the status 'quo with regard to the rates of assessment 
and cess is being continued. It may be stated that 
there is on the whole no marked disparity between the 
merged enclave villages and rest of Mysore. 

Question No. 148. 

There are no Zamindars in the State. There are 
Inam villages and Jahagirs. . The Inam Abolition Bill 
is now under the consideration of the Select Committee. 

Section 11 of the Bill provides for payment of Land 
Revenue both in settled and unsettled Inam villages. 
No difficulties are envisaged. 

As regards the scale of Trained Staff, Mysore Gov¬ 
ernment may not face the difficulty as training in Sur¬ 
vey work is being given and already 2 or 3 batches are 
trained. 

Question No. 149. 

Co-operative Farming is still in an -experimental 
stage in the State and has been tried in 8 or 10 places 
through the agency of Co-operative Societies and the 
State Aid. 

In the system of co-operative farming, individual hold¬ 
ing with full rights of the owners remains in Accounts 
and his holding will continue to be recognised by Gov¬ 
ernment. So far as Revenue Assessment, there seems 
to be no material change and the existing principles 
of assessment need not perhaps be modified. It may 
be that when more experience is gained in running co¬ 
operative farms some changes in the principles of 
assessment of Land Revenue may be necessary. 

Question No. 150. 

(1) Devadaya Inams are unefranchise. The Inam 
Abolition Bill does not apply to Religious and Chari¬ 
table Inams, Village Service Inams, held by village offi¬ 
cers. But there is a proposal to abolish these Inams 
also early. 

(2) Sale of Land belonging to Government, transfer 
of such land on special or ordinary tenure are governed 
by the Land Revenue Code (Chapter VI) and Buies 
(vide rule 43 as amended). 

(3) Suspension and Remissions. —This is governed by 
several Government Orders issued by the Government. 

Question No. 151. 

There is provision under Land Revenue Rules 58 and 
59 for levy of conversion fine and special assessment 
regarding agricultural land used for non-agricultural 
purposes in rural and urban areas. 

Question No. 152. 

Collection of Land Revenue is governed by the pro¬ 
visions of Land Revenue Code, Chapter XI, which are 
. adequate. 

The functions of Revenue Staff at the village has been 
enlarged and the implementation of all Development 
Schemes recently sponsored by Government is their 
responsibility. 


Question No. 153. 

There are no instances in tfie State. 

Question No. 154. 

Cess is levied on the Land Revenue (Ryotwari asseso- 
' ment) and net annual value. 

Local Cess, Irrigation Cess, Education Cess, Additional 
Education Cess, Special Cess, and Health Cess. —The levy 
of these Cesses are covered by separate Acts (copies of 
Irrigation Act, District Boards and Village Panchayats 
Act, Elementary Education Act and Health Cess Act 
forwarded already). 

The Cesses levied in the State are earmarked for 
specific purposes. 

(1) Education Cess and Additional Education Cess 

for Elementary Education. 

(2) Irrigation Cess primarily for repair or improve¬ 
ment of the individual tank or channel irrigat¬ 
ing the lands upon which it is levied and 
secondarily for the eneral repair or improve¬ 
ment of the tank series or works to which a 

tank or channel may belong. Such amount (from 
irrigation cess) as may be sanctioned by Gov¬ 
ernment as Grant-in-aid to the Local Fund may 
be utilised for roads in Malnad where few 
irrigation works exist. 

(3) Health Cess: Health Cess is utilised on expan¬ 
sion schemes of the Health Department includ¬ 
ing the purchase of insecticides. 

Under Section 106 (3) of the Village P^nchayets and 
District Boards Act, 1952, the entire local cess on Land 
Revenue, Excise and Forest Revenue excluding the cost 
of collection is assigned to District Boards. 


IRRIGATION RATES AND TAXES 

(a) General Note 

There are some 35 irrigation projects now under 
execution in the State, of which three are big projects 
costing over a crore of rupees each and the rest are 
either medium sized or small projects. 

2. A statement showing the financial aspect of (1) 
Turiga Anicut and (2) Bhadra Reservoir, two of the 
biggest now under construction is enclosed. Another 
note in regard to the Krishnarajasagar Reservoir which 
was built 30 years ago and which is now irrigating about 
one lakh acres, is also furnished. 

3. Whenever the construction, restoration or improve¬ 
ment of any irrigation work is to be ^undertaken by 
Government, a scheme indicating the area irrigable by 
such irrigation work and specifying the rates of contri¬ 
bution, which is the amount levied on ryots whose lands 
will be assured of water supply and which is analogous 
to ‘Betterment Levy’ and annual water rates which may 
be levied in respect of lands in such area, will be got 
prepared by the Public Works Department after a 
detailed survey of the area, taking into consideration 
the financial implication of the project. In order to 
avoid loss in working out such schemes and getting 
reasonable return on the capital invested, it may be 
necessary to increase the acreage contribution and water 
rates, consistent with the present-day land values under 
the agricultural produce. It is generally conceded that 
a gross return of 4J per cent per annum on the capital 
invested is a fair return in the present day conditions. 
The financial implication of the project are examined 
taking into account the contribution realisable from the 
ryots, the amount expected from the sale of Govern¬ 
ment lands that may become irrigable, the revenue 
expected from such newly irrigated land and additional 
revenue in shape of water rate to be got from the exist¬ 
ing wet lands. 

4. After these preliminaries, an enquiry under the 
Irrigation Act in the manner provided under Chapter 
VI thereof, is conducted and the proceedings in a report 
are submitted to Government for their acceptance before 
proceeding with the scheme. 

5. In Mysore, a portion of the cost incurred on the 
irrigation projects is recovered from the holders of the 
lands benefited by such projects by levying what is 
called a “Contribution”, which is analogous to Better¬ 
ment Levy. The rate of contribution generally varies 
from Rs. 50 to 300 per acre depending on various fac¬ 
tors. No definite rate of contribution is fixed in the case 
of large works but in the case of minor tanks the maxi- 

. mum contribution leviable is Rs. 200 per acre. Contribu¬ 
tion is recovered usually in 10 annual instalments. 
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6. In addition to contribution, water-rate.ranging from 
about Rs. 5 to Rs. 15 is generally levied so as to realise 
a return up to about 2 to 3 per cent on the cost invested 
by Government. No definite rate is fixed in respect of 
the water rate also. 

It is proposed to levy contribution and water rate in 
respect of the Tunga Anicut Project at the following 
rates and to hold a fresh enquiry under. Mysore Irriga¬ 
tion Act to obtain the consent of the raiyats thereto : — 


(Rs. per acre) 


SI. No. Item 

Contribution 

Water 

rate 

1. Sugarcane. 


35 

2 . Existing wet and garden lands to be 

IOO 

10 

assured of water supply. 

2. Dry lands to be newly converted to be 

300 

15 

wet or garden lands. 

4. Permanent semi-dry lands 

IOO 

7 


The revised cost of the Tunga Anicut Project under 
the two stages is estimated to 1 cost Rs. 250. lakhs. 


The realisation from contribution and sale of Govern¬ 
ment lands will be : — 



Acres 

Rs. 

( a ) Existing wet at Rs. 100 for 

4,517 

4,51,70° 

( 4 ) Garden at Rs. 100 for 

349 

34 , 9 °° 

(, c) Existing dry to be converted into wet at 
Rs. 300 for 

14,523 

43,56,900 

(dj Government waste at Rs. 300 for 

i, 58 o 

1,58,000 


20,969 

50,01,500 


or or 


21,000 50,00,000 


Rs. 

(A ) Dry lands to be newly converted into wet or 5,42,26,200 
garden lands 1,80,754 acres. 

At Rs. 300 per acre (Rotation 1,20,757 plus 15,236 
permanent paddy plus permanent garden 
44 , 739 )- 

( c) Existing wet and garden lands to be assured of 13,65,900 
water supply 13,659 acres at Rs. 100 per acre. 

3. Realisation from the sale of Government lands 33,00,000 

16,500 acres at Rs. 200 per acre. 

Total Realisation 6,18,70,800 

4. Net Government share 17,75,00,000—6,18,70,800 11,56,29,200 

5. Receipts :— 

(a) Sugarcane and its rotation 1,20,757 at Rs. 25 
per acre. Rotation (50 per cent of lands 
sugarcane 

25 per cent of lands wet 

25 per cent of lands semi-dry crops) 


Average rate at Rs. 18 per acre . . . 21,73,626 

(A) Existing wet and garden 13,659 at Rs. 10 . 1,36,590 

(c) Dry lands to be converted into wet and garden 8,99,955 

land 59,997 acres at Rs. 15. 

( d) Dry to semi-dry lands 29,787 acres at Rs. 7 . 2,08,509 

Total Receipts . 34,18,680 

(«) Deduct working expenses at Rs. 4 per acre 8,96,800 
for 2,24,200 acres. 

Balance Amount 25,21,880 

(tit) Power 17,000 h. p. at Rs. 200 per h. p. 34,00,000 

after deducting working expenses. 


Net Revised Cost to Government — 

Rs. (250—50 lakhs) or Rs. 200 lakhs. 

Receipts as per revised water rates :— 

1. Wet or Sugarcane at Rs. 25 for 4,517 acres . 1,12,925 

2. Garden at Rs. 10 for 349 acres . . . 3 , 49 ° 

3. Dry at Rs. 15 for 14,523 acres . . . 2,17,845 

4. Semi-dry at Rs. 7 for 1,580 acres . . . 11,060 

Total Gross Receipts 3,45,320 

Deduct maintenance cost at Rs. 2 per acre for 42,000 

21,000 acres. 

Net Revenue 3,03,320 

or 


say 3,00,000 


Net Receipts 59,21,880 


Therefore anticipated return 5-12 per cent. 

IRRIGATION RATES AND TAXES 

(b) Replies to Questions 

Question No. 155. 

Contribution (Betterment Levy) and water rate are 
already levied in the State for providing assured sources 
of water supply for irrigation. As regards compulsory 
cess, Irrigation Cess perhaps comes under this category. 
In respect of a few Taluks, this Cess is merged in the 
original settlement rates. Here also it will be separately 
levied after resettlement. 


Net Revenue 

Return --X 100 

Net Cost 
3,00,000 X 100 

=-—=1-5% 

2,00,00,000 

Krishnarajasag a ra Reservoir — 

1. Net cost to Government . 12-9 crores to end of 1948-49. 

2. Gross receipts from water 7-25 lakhs 1948-49. 

rate. 

per cent 

3. Returns . . • («) Irrigation . -07 

( b) Do., and power . 5- 75 

(c) Do., power indirect 8- 4 
revenue. 

Rs. per acre 

4. Contribution and water (a) Dry to wet . 100 

rate. to 150 

(A) Wet and garden 60 

(c) Water rate . 10 

Rs. in lakhs 

5. Estimated cost of the pro- (a) Dam . . 232-5 

ject. (A) Channel . . 281-86 

(c) Electrical . . 255- 15 


Total . 


769*51 


Financial Forecast 0/ the Bhadra Reservoir Project. 

Rs. 

1. Gross cost of the project as revised . . . 17,75,00,000 

2. Contribution :— 

(a) Dry lands to irrigated dry . . . . 29,78,700 

15,273 acres plus 14,514 acres-2^787 acres at 
Rs. 100 each (14,514 acres has to be selected 
out of 22,858 acres of heavy black cotton soil). 


Question No. 156. 

There has been no clear cut principles governing the 
levy of water rate and contribution. In the reports 
accompanying the projects, the Public Works Depart¬ 
ment proposes the rates of contribution and water rate 
with due reference to the rates obtaining in the locality 
in case of similar irrigation works, the capacity of the 
raiyats to pay and cost of irrigation works and other 
items and return to Government on the capital invested. 

The contribution or betterment levy is ultimately fixed 
by Government and is recovered by Revenue Depart¬ 
ment in such annual instalments as may be fixed by 
Government after the irrigation work is completed and 
water made available. Levy of this contribution is 
regulated by Mysore Irrigation Act which may be 
referred to for further particulars. , . 

Question No. 157. 

It is not clear if “irrigation rate” referred to applies 
to water rate or Irrigation Cess. If it is the latter, the 
cess is levied at one anna in the rupee or assessment 
without reference to area, quantity of water supplied 
or crop value of any other. If it is the former, water 
rate is fixed having due regard to the class of water 
supply provided and capital cost of the work and the 
ability of the cultivator to pay normally and the water 
rate is so regulated as to yield a reasonable return on 
the capital invested. But this condition is relaxed in 
case of areas subject to periodical famine. Water rate 
levied under the Irrigation Act will be in force for 10 
years at the end of which it can be revised. Government 
have, whenever necessary in case of lands brought 
under irrigation newly, sanctioned concessions in the 
matter of levy of water rate for the first 3 or 4 years. 

Question No. 158. 

Irrigation Cess levied is not based on the annual cost 
of maintenance of any tank. It is a levy' at one anna 
in the rupee of assessment recoverable from all irrigated 
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lands and the amount realised is devoted solely to the 
repairs of tanks. Out of the annual revenue of the 
taluk a lump sum is assigned at the settlement to form 
the District Irrigation Fund and the sum thus assigned 
is the fixed contribution from that Taluk towards the 
District Irrigation Fund during the currency of the 
settlement. This fund is available primarily for the 
repair or improvement of the tank series to which a 
tank may belong. 

In view of the inadequacy of the fund Government 
have been spending large sums for tank maintenance 
from General Revenues. 

Question No. 159. 

Contribution will be levied based on the total cost 
of the scheme under the amended Irrigation Act. 

Water rate (Irrigation rate) has also to be levied on 
dry lands converted into wet. 

Irrigation cess is also levied at one anna on new wet 
lands. Please see Mysore Irrigation Act. 

Question No. 160. 

The Irrigation Cess was merged in the original settle¬ 
ment rates in Taluks settled after 1,875 and resettled 
since 1921. It was a separate levy from the Survey 
valuation in Taluks settled prior to 1,875 and resettled 
during 1903 to 1921. It is laid down that it should be 
a separate levy on resettlement of a Taluk even if it 
had been previously merged in the wet assessment. This 
cess is levied for a specific purpose in the State and can¬ 
not perhaps be merged in the Land Revenue. 

Water rate is a portion of Land Assessment though 
not consolidated in it. It will be consolidated in the 
Land Revenue during resettlement, till that time water 
rate levied on a temporary basis will have to continue. 

Question No. 161. 

This is a matter of policy. But in view of betterment 
levy, etc., already in force in this State, there is no 
need to impose any such surcharge. 

STAMP DUTIES 

(a) General Note 

1. The law on the subject is contained in “The Mysore 
Stamp Act, 1900”. Its main features are similar to the 
Indian Stamp Act. It has undergone very little change 
since it was first enacted in 1900. 

2. The rates of levy are those contained in Schedules 
I and I-A to the Act. They have undergone no change 
since 1922, except for the levy of a war surcharge in 
1943 at one quarter of the duty payable on any instru¬ 
ment which is chargeable with ad valorem duty provid¬ 
ed the value of the subject matter of such instruments 
exceeds Rs. 2,000. They are generally lower than the 
rates prevailing in the neighbouring States. 

3. There is no administrative set-up exclusively for 
Stamp Duties. The Excise Commissioner who is also 
the Inspector-General of Registration is the Ex-officio 
Commissioner of Stamps. The Deputy Commissioners 
of Districts and the Revenue Sub-Division Officers are 
the Ex-officio Inspectors of Stamps. There is provision 
in the Act for the impounding of insufficiently stamped 
documents, and adjudication of the Stamp Duty on them 
by the Inspectors, and for the recovery of deficit duty 
and penalty levied on the instruments as an arrear of 
Land Revenue. There is provision for appeals to the 
Commissioner against the orders of the Inspectors. 

4 . There is a Stamp Manufactory under the imme¬ 
diate charge of the Director of Printing who is its 
Ex-officio Suprintendent, subject to the administra¬ 
tive control of the Commissioner of Stamps. It manu¬ 
factures and supplies the requirements of Stamps 
(General, Court-fees and Copy) to the Central Store 
under the State Huzur Treasury Officer ( Ex-officio 
Superintendent of Stamps) who stocks them and in 
turn supplies them to the District Treasuries on 
quarterly indents. There is a proposal to entrust the 
work of manufacture and supply to the Central Secu¬ 
rity Printing Press at Nasik, as it is becoming increas¬ 
ingly difficult to obtain the required water mark 
papers and maintain supplies. 

5. The receipt and expenditure were as follows: — 

Year Receipts Expenditure 

Rs. Rs. 

1946- 47 . . . . . 36,48,000 4,10,100"! 

1947- 48.41,15,000 5.97.500 I 

1948- 49 ..... 47,61,000 10,02,800 > 

1949- 50 (9 months) . . . 37,13,000 7,25,800 I 

1950- 51 . ' . . . . 54,66,000 11,42,200 J 

1951 - 52 . 55.47,ooo 1 , 31,700 

1952- 53 • • • • • 55.i8.ooo 2,73,400 

>953-54(Budget) .... 54 , 75 ,°oo 2,08,000 

♦The amount of expenditure of the Stamp Department included the refund 
allowed eve y year till 1950-51. After 1950-51, the refund amount is deducted 
under receipt. Hence there is a fallen expenditure column since 1951-52 onwards. 
The steady increase in receipts was due to increase in the number and value of 
the documents, 


6. The Ex-officio Inspectors cannot be expected to 
do full justice to their work amidst their other multi¬ 
farious duties. There is therefore a proposal to ap¬ 
point four experienced Sub-Registrars as full time 
District Registrars with jurisdiction over two or more 
Districts of the State in order that work of the Sub- 
Registrars may be scrutinized more closely with a 
view to check prpmptly avoidance of Stamp Duty and 
Registration fees. 

(b) Replies to Questions 
Question No. 162. 

Under the existing system, no further levy of a 
stamp duty where it is not already levied is under 
contemplation. The rates were fixed as far back as 
1922. 

As the present rates of stamp duty in the State are 
lower than those prevailing in the neighbouring States, 
a proposal to enhance the rates of duty is under con¬ 
sideration. 

The feasibility of adopting a uniform law and rate 
of levy in respect of both General and Court Fee 
Stamps throughout the Union of India may be con¬ 
sidered by the Taxation Commission. 

Question No. 163. 

No such levy of stamp duty on transactions in for¬ 
ward markets is in force in the State at present. Even 
if it is to be introduced newly, it may not be effective 
and successful because they are uncertain transac¬ 
tions. Taxation of these transactions may be consi¬ 
dered by suitable amendment to the Mysore Sales-tax 
Act and Rules thereunder analogous to similar provi¬ 
sions in the United Province Sales-tax Act. 

Question No. 164. 

Entertainment Tax and duty on transfers of proper¬ 
ties are being collected in the shape of stamps. It is 
hot practicable to extend the mode of recovery to 
other taxes such as, Sales-tax. The manufacture and 
supply of stamps of the requisite quantity would pre¬ 
sent great difficulties. Evasions may also increase, 
without elaborate supervisory staff. 

Question No. 165. 

Usually evasion of stamp duty is noticed on certain 
documents which are not properly described. It is, 
therefore, proposed to have a supervisory staff consist¬ 
ing of four District Registrars, as detailed in para¬ 
graph 6 of Section I. to have a close check over the 
transactions in the Sub-Registry Offices. It is also 
desirable to prescribe a kind of uniformity in writing 
instruments according to the Articles of the Stamp 
Act to avoid evasion of Stamps. 

COURT FEES 

Replies to Questions 

Qustion No. 166. 

Uniform rates of Court-fee are suggested. To what 
extent it is feasible may be determined by the Taxation 
Enquiry Commission in consultation with the States. 

Question No. 167. 

The Schedules of the Indian Court Fees Act may be 
amended to the level of Madras State. 

TAXES ON MOTOR AND OTHER VEHICLES 

Replies to Questions 

Question No. 168. 

The following are the several kinds of taxes levied 
in Mysore on the various types of motor vehicles : — 

(o) A vehicle tax on private motor cars, motor 
cycles, etc., based on their unladen weight. 

(b) A road tax on lorries, based on their laden 
weight. 

(c) A .service tax on motor cars based on their 
seating capacity. 

(d) A service tax on stage carriages based on their 
seating capacity and also a mileage cess at 
varying rates between 7 pies to 1 anna per 
mile depending upon the nature of the road 
traversed by them; 

(e) A toll on all motor vehicles at Frontier toll- 
gates and at bridge toll-gates; 

( f) Certain types of motor vehicles are also sub¬ 
ject to payment of tolls at the toll-gates esta¬ 
blished by Municipal Councils under certain 
conditions. 
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2. The existing rates of taxes are noted in the 
schedule annexed to the Notification of 31st March 
1953 already sent. At present the Government is the 
only taxing authority of motor vehicles in the State 
except for Municipal Tolls. Prior to 1st January 1936, 
District Boards were levying tolls on motor vehicles 
and Municipal Councils were levying vehicle taxes on 
these vehicles. This power was taken over by Govern¬ 
ment and the local bodies are now prohibited from 
levying any taxes on motor vehicles, but they are being 
paid compensation for the loss of revenue from motor 
vehicles. The mileage cess on stage carriages is appor¬ 
tioned between Government and local bodies on the 
basis of distance travelled on roads of each local autho¬ 
rity. 

3. This Government do not propose for the present 
to effect any changes in the existing system or rates 
of taxation of motor vehicles. The rates were recently 
enhanced with effect from 1st April 1953. 

4. It is true that the rates of taxes vary from State 
to State, but this is inevitable for some time to come 
as local conditions and financial potentialities differ 
from State to State. It is, however, a desirable ideal 
to have a uniform basis for taxing motor vehicles. 

5. This question was discussed in detail by the 
Motor Vehicles Taxation Enquiry Committee and at 
the XII Meeting of the Transport Advisory Council. 
This Government had agreed to the proposal of the 
Transport Advisory Council to refer the matter to a 
Committee on which this State may be given due re¬ 
presentation. In this State, only one tax is generally 
levied on Motor Vehicles except on stage carriages 
where mileage cess is levied in addition, as already 
indicated above. 

(6) Tolls are being levied on all motor vehicles at 
frontier toll-gates and bridge toll-gates and on certain 
categories of motor vehicles at Municipal toll-gates, sub¬ 
ject to certain conditions. At the Policy Committee meet¬ 
ing held at Bombay this Government contended that the 
mileage cess levied on stage carriages is in the nature of 
a fee and that it should be continued to be levied. As 
regards toll, levy of toll has been in vogue in this State 
for several years and it cannot be abolished unless Com¬ 
pensation is paid by Central Government. The sugges¬ 
tion, therefore, to have a consolidated tax is not feasi¬ 
ble. 

7. The following procedure has been prescribed for 
the accounting of the realisations from taxes and tolls 
on motor vehicles : — 

All taxes and tolls collected under the Mysore 
Motor Vehicles Taxation and Tolls Act, 1951, 
and the Mysore Highways Act, 1920 are cre¬ 
dited to the Budget head “XII. Receipts under 
Motor Vehicles Acts”. 

8. Government are paying to the Local Bodies con¬ 
cerned compensation for loss of jevenue in respect of 
the following : — 

(i) Toll Revenue. —Government are paying half-year¬ 
ly to each District Board from the proceeds of the 
Tolls collected, a sum determined by them in consulta¬ 
tion with the District Board, representing the average 
annual income of the District Board from tolls during 
the 3 years ending 30th June 1935. The Bangalore City 
Corporation and the Mysore City Municipality are also 
paid compensation on the same basis. 

(ii) Vehicle Tax. —From the collection of Vehicle Tax 
Government are paying half-yearly to each Municipal 
Council a sum determined after consulting the Muni¬ 
cipal Council concerned, representing its average 
annual income during the 3 years ending 30th June 
1935. This is subject to a deduction of 5 per cent re¬ 
presenting collection expenses. 

(iii) Service Tax. —When buses ply solely within the 
limits of a Municipality, the following deductions are 
made from the gross amount collected : — 

(«) A deduction at 15 per cent to cover collection 
and incidental charges; 

(b) A sum representing the Municipal Vehicle Tax 
in respect of Motor buses which were in use 
in the half-year ending 31st December 1935 
at rates then in force for such vehicles in each 
Municipality. 

The balance after the above deduction is apportion¬ 
ed between the Municipality and Government in the 
proportion in which the mileage of roads used by 
buses maintained by the Municipal Funds bears to the 
mileage of such roads in the limits of,the Municipality 
and maintained by Government. The amount thus 
payable shall be determined by Government in each 
case (vide procedure noted below as in the case of mile¬ 
age cess). 


(iv) Mileage Cess. —Mileage Cess is being apportioned 
between the Government and the Local Authorities 
specified below 

(a) District Boards of the nine Districts. 

(b) The Corporation of the City of Bangalore and 
the Mysore City Municipality. 

The apportionments is on the basis of distance 
traversed by the motor bus services on the roads of 
each local authority. In calculating of the distance on 
District Board roads, the length of such roads lying 
within the limits of the several municipalities, 
maintained at the cost of the Municipal Councils 
concerned is deducted and the net distance only 
taken into account for determining the amount payable 
to the District Board. In the case’ of Municipalities, 
the roads in the limits of which are maintained by 
Government or for which a contribution is paid by 
them the mileage cess payable to such municipality 
is in the proportion in which the distance of roads 
maintained by such Municipalities bears to the distance 
of State Fund roads within the limits of the Munici¬ 
pality which the Government may maintain or pay a 
contribution for. The amount thus payable is deter¬ 
mined by Government in each case. Out of the gross 
amount of mileage cess payable to the Local Autho¬ 
rities specified above a deduction at 15 per cent is 
made for collection and incidental charges. 

9. This Government considers that this is a very 
equitable system and may be continued. 

Question No. 169. 

The existing procedure in this State is to credit all 
taxes under one head of account and to incur the 
necessary expenditure required for the upkeep, etc.,' 
of roads from a separate Budget. However, there 
appears to be no objection to earmark the net realisa¬ 
tion from Motor Vehicles taxation for the upkeep and 
development of roads. 

Question No. 170. 

This Government has already furnished its views on 
the recommendations of the Motor Vehicles Taxation 
Enquiry Committee. The recommendations are generally 
acceptable with the following reservations : — 

(a) Sales-tax on motor vehicles, spare parts and 
accessories will be continued to be levied at 
luxury rates; 

(b) Levy of road cess on Land Revenue cannot be 
agreed to; 

(c) Tolls and Octroi cannot be abolished for the 
present; 

(d) No contribution can be given from the General 
Revenues for the community use of roads; 

(e) It does not appear feasible to refer all pro¬ 
posals of expenditure from the Road Fund to 
the Standing Committee, as this may involve 
avoidable delay; 

(f) Permitting, selected Post Offices to collect 
Motor Vehicles Taxes may not be practicable. 

Question No. 171. 

(a) Tolls are being levied on bullock carts and othei 
vehicles and animals at frontier and bridge toll-gates. 
The Municipal laws in force also provide for the levy 
of tolls on all vehicles and animals at toll-gates esta¬ 
blished by Municipal Councils. At present no need is 
felt to enhance the tolls on non-motor vehicles and 
animals or to levy any fresh tax on them. The exemp¬ 
tions obtaining in respect of carts belonging to agri¬ 
culturists when used for agricultural purposes will 
have to continue. 

(b) Toll fees at State Fund toll-gates are being col¬ 
lected by the Revenue Department and credited to the 
General Revenues under the same head as taxes. 
Reference is invited to the procedure mentioned above 
for the accounting and payment of compensation to 
local bodies for loss of toll revenue. 

TAXATION ON CONSUMPTION OR SALE OF 
ELECTRICITY (SURCHARGE) 

(a) General Note 

The Electrical undertaking in Mysore came into 
existence in 1898, and Power Supply on commercial 
basis was first turned on to the Kolar Gold Field Min¬ 
ing Company in the year 1902. The scheme was ori¬ 
ginally started with an installed capacity of 4.320 
K. W. and was gradually increased from time to time 
till it reached the nresent installed capacity of 42,000 
K. W. at Sivasamudram, 17,200 3C. W. at Shimshapura 
and 120,000 K, W, at Mahatma Gandhi Hydro-Electric 



Works at Jog. The scheme was originally sponsored 
by the Mysore State Government and since its incep¬ 
tion, the entire Electrical Undertaking in Mysore is 
owned and operated by the Government of Mysore. 

The Electrical Energy at present is generated at the 
three Generating Stations, viz., Sivasamudram, Shim- 
shapura and Mahatma Gandhi Hydro-Electric Works 
at Jog. The revenue is derived from the supply of 
Electrical Energy to the Lighting, Heating, Power and 
other big Industrial Installations in the State. Revenue 
is also derived from Power Supply to the neighbour¬ 
ing States such as Madras, Ceded Districts, etc. The 
following are the details of the total number of Elec¬ 
trical Installations that are in service in the State from 
which the revenue is derived : 

Installations Total No. 

in Service 

*> 26,735 
7.6°9 
8,116 
5,061 
198 
34.177 


the neighbouring States and these details are also 
appended below : 

Rates of Power Supply to Major Power. Consumers 
under Special Agreements 


1. Lighting 

а. Heating 

3. Power . 

4. Irrigation 

5. Cinemas 

б. Street Lighting 


Name of Consumer 

I. The Mining Companies, 
Kolar Gold Fields. 


a. The Mysore Iron ‘and Steel 
Works, Bhadravati. 


(a) Rolling Mill, Strip 
Mill, Pig Iron Furnace 
and Cement Plant. 

( 4 ) Silicon Plant at Bha¬ 
dravati. 


Rates 

O' 49 of an anna per unit for con¬ 
sumption at all hours plus Tax 
on consumption at 10 per cent, 

O' 65 of an anna for ’Day Power’ 
and O' 45 of an anna for 
‘Night Power’ plus Tax on 
consumption at 10 per cent. 


3 pies per unit for consumption 
at all hours plus Tax on con¬ 
sumption at 10 per cent. 


(c) Electric Pig Iron Furnace o* 25 of an anna per unit. 


Mysore Chemicals and Fer¬ 
tilizers, Belagola. 


The cost per unit generated was 1:811 pies during the 
year 1938-39 and at present the same works out to 
4-008 pies. The cost per unit delivered at the various 
points of supply proportionately increases depending 
upon the distance of supply and the receiving station 
equipments, etc.. Capital outlay of the Electrical 
Undertaking in Mysore State to end of 1952-53 is 
Rs. 22-318 crores. 

The general tariff policy of the Electrical Department 
in Mysore State is as under : 

1. Lighting. (Residential and Commercial)—Four 
Annas per unit subject to the minimum of 

Rs. 1-11-0 for the rated 3 points. 

2. Heating. (Residential and Industrial)—0-75 of 
an anna per unit with a Meter Hire of As. 0-8-0 

per month. 

3. Irrigation Pumps. — (a) 6 Pies per Unit for Food 

Corps, (b) 1 anna per unit for Commercial 

Crops. 

4. Industrial Power. —One Anna per Unit subject 

to the usual Horse Power minimum. 

Exception to the general tariff are applicable to 
Power Installations over 200 H. P. which are governed 
by special agreement. The details of such special tariff 
for various big Industries in the State is appended 
below. Special rates are in force for bulk supplies to 


(a) Ferro Alloy 
Mysore. 


Furnaces, 


4. All big Textile Mills (Messrs. 

Bangalore' Woollen, Cot¬ 
ton & Silk Manufacturing 
Co. Ltd., Mysore Spinning 
& Manufacturing Co., 
Ltd., Minerva Mills, Sri 
Krishnarajendra Mills, 
Mysore, etc.) and big Cot¬ 
ton Mills (Davangere Cot¬ 
ton Mills, etc.) and big 
Paper Mills (The Mysore 
Paper Mills, Ltd., Bhadra¬ 
vati, etc.) and big Vegeta¬ 
ble Oil and Tobacco Manu¬ 
facturing Factories and 
others. 

5. Messrs. Hindustan Aircraft 

Factory, Bangalore. 


O' 125 of an anna per unit for 
consumption at all hours plus 
Tax on consumption at 10 
per cent. 

O' 25 of an anna per unit for 
consumption at all hours plus 
Tax on consumption at to 
per cent. 

o' 65 of an anna for ‘Day Power’ 
and O' 45 of an anna for ‘Night 
Power’ plus Tax on con¬ 
sumption at 10 per cent. 

The power supplied from 7-30 
a.m. to 9 p.m. is called ‘Day 
Power’ and that supplied from 
9 p.m. to 7-30 a.m. the next day 
as ‘Night Power’, 


o'75 of an anna for Heating 
Load, o'60 of an anna for 
Industrial Load plus Tax on 
consumption at 10 per cent. 


6. Mysore Chemicals and 
Fertilizers, Ltd., Belagola. 


Net Profit* 

Basic Rate 

Proportion to 
be shared 
by the 
Government 
and Company 

Income to 
Electrical 
Department 

(a) Up to 5 per cent . 

o’ 125 anna 

.. 




(b) Between 5 and 6 per cent . 

0*125 anna 

plus portion of excess of profit over 5 per cent 

(I 2'5 

: ia' 5 ) 

.05312 lakhs 

(c) Between 6 and 7 per cent . 

O' 125 

Do. 

(13 

: 12) 

2.178 ,. 

(d) Between 7 and 8 per cent . 

O' 125 

Do. 

(14 

: 11) 

2 - 3 * 3 . >> 

(e) Between 8 and 9 per cent . 

O '125 

Do. 

(*5 

10) 

2-437 » 

(f) Between 9 and 10 per cent . 

o' 125 

Do. 

(16 

: 9 ) 

2.653 » 

(g) Between 10 and 11 per cent . 

0-125 

Do. 

(*7 

: 8) 

2.853 

(h) Between 11 and 12 per cent . 

0-125 

Do, 

(18 

: 7 ) 

3-073 

(i) Between 12 and 13 per cent . 

o'125 

Do. 

(19 

: 6 ) 

3 - 3*3 » 

(j) Between 13 and 14 per cent . 

O' 125 

Do. 

(20 

: 5 ) 

3-573 » 

(k) Between 14 and above . 

0-125 

Do. 

( 2 I 

: 4) 

3'853 ,» 



Or 3 pies per Unit. 



4-*53 » 


The net profits of the Company is taken as gross pro¬ 
fits less depreciation and other obligatory charges 
debitable to profit and loss account, such as contribu¬ 
tion to Provident Fund and taxes payable to Govern¬ 
ment under any law in force. The rate of depreciation 
to be allowed should not exceed the rates permissible 
under Income-Tax Law. 

19-2 T. E. Com, 


The net profits earned by the Mysore Chemicals and 
Fertilizers, Ltd., from 1945-46 was calculated on this 
basis and the scales laid down in this order applied for 
future also. 

7. Madras Government at Ceded Districts, Hindupur 
and Kollegal. 
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S- 


Class and total monthly consumption in K. W. H. 


Rate per K. W 1 H. 
annas 


Rate per K. W. 
demand per 


of maximum 
month 


I. Up to 1,00,000 . 

II. Exceeding 1,00,000 and up to 1,50,000 . 

III. Exceeding 1,50,000 and up to 2,00,000 . 

IV. Exceeding 2,00,000 and up to 3,00,000 . 

V. Exceeding 3,00,000 and up to 5,00,000 . 

VI. Exceeding 5,00,000 and up to 10,00,000 

VII. Exceeding 1 0,00,000 . . . . 







0.450 






0.425' 






0.400 






Q -375 






0.350 






0.325 

. 



• 

• 

0.300. 


Plus up to r,ooo K. W. Rs. 3. 

Plus 1,000 K. W. and over 
Rs. 1-12-0. 


The above tariff is subject to a maximum overall unit 
charge of 0-66 anna per unit without prejudice to the 
minimum monthly payment, provided the consumption 
is in excess of 1,20,000 . units per month. If the con¬ 
sumption is below 1 , 20,000 units per month, the tariff 
is subject to a maximum overall unit charge of 0-75 
anna per unit without prejudice to the minimum 
monthly payment leviable. 

Note — 1 . Tax on consumption at 10 per cent is not levied in the case of power 
supply to Ceded Districts as their agreement was finalised earlier to 
the introduction of its levy. 

2 . Tax on consumption at 10 per cent is not levied in the case of power 
supply to Kollegal as the Madras Government pay us the surcharge 
they levy on their consumers from time to time. 

3 . Tax on consumption at 10 per cent is being levied in the case of 
Power Supply to Hindu pur. 

(b) Replies to Questions 
Question No. 176. 

The sale of electricity is similar to the sale of any 
other commodity. The cost at which the electricity is 
sold must be based upon the actual cost of power sup¬ 
ply at the distribution point including a fair margin 
of profit. The rate at which it is sold may have to be 
varied from time to time depending upon the actual 
working cost of power supply at the distribution point 
including all items of expenditure pertaining to genera¬ 
tion, transmission, distribution and depreciation on the 
assets of the department, interest on capital, etc. When 
that is done regularly there appears to be no need to 
impose any tax over and above the sale rate fixed for 
the electrical energy supplied. So far as the imposition 


of the tax in the Mysore State (Mysore Act XX of 1950) 
is concerned, the tax is taken as part of the revenue 
of the Department and is practically an increase over 
the existing schedule of rates which for several rea¬ 
sons could not be revised gt short notice, as it requires 
a great deal of collection and study of statistical and 
other information pertaining to the supply. 

Question No. 177. 

(a) and (b) In Mysore State tax is imposed only 
on power supplied to industrial concerns and no tax 
is levied for energy consumed by lights and fans. It 
would be a very heavy burden for the consumers of 
lighting installations if the tax is imposed on energy 
consumed for lighting and fans and other domestic 
purposes. No tax may be imposed on energy consumed 
for household purposes as the consumption in these 
cases would be very small but would reduce the utilisa¬ 
tion of electric energy for domestic purposes. 

Question No. 178. 

As stated under Q. 176, the rates charged for dif¬ 
ferent classes of power supply may be suitably revised 
with reference to actual working costs, etc., at the 
time and kept suitably amended as and when the basic 
charges alter considerably. 

Questions Nos. 179 and 180. 

These questions do not arise in view of what has 
been stated above. 











Mem6randum V 


Replies to questions not covered in Memorandum IV 


taxation and Economic Development 
Question No. 18. 

While additional taxation, particularly by levy of 
betterment contribution, water rates in respect of old 
irrigation under river and major tank channels, and 
increase of land revenue assessment, particularly of 
coffee lands, etc,, and agricultural income-tax may 
help to secure additional resources to some extent, the 
main source of finance should be internal borrowing 
through centralised public loans to be utilised for spe¬ 
cific development, irrigation power and other remunera¬ 
tive projects. In view of the volume responsibilities 
cast on State Governments more flexible sources of 
revenue should be transferred to State list. 

Question No. 19. 

The degree of importance may be given in the follow¬ 
ing order : — 

(1) Higher rates of existing taxes wherever feasi¬ 
ble. 

(2) Prevention of tax avoidance and tax evasion. 

(3) Development of non-tax revenues. 

(4) Economy and rationalisation and regulation of 
expenditure particularly in Social Service 
Departments like Education, Medical, Public 
Health where demand is more but resources 
are too meagre. 

(5) Fresh taxes. 

Question No. 20. • 

Tax policy should be designed to levy contribution 
from the various sections of the economy on as wide 
and equitable a basis as possible towards provision of 
the finance required for the development programme. 

Question No. 21. 

Enhancement of levies under taxation as suggested 
against Q. 19 would enable the public sector to under¬ 
take a larger investment and while a certain amount 
of relief in income and super-taxes and commercial 
and transportation levies will facilitate capital forma¬ 
tion for investment in the private sector, tax policy also 
can play a greater part in stimulating capital forma¬ 
tion in private sector. For instance if income and super¬ 
taxes are reduced to some extent on the basis of invest¬ 
ment in public loans or debentures issued by State for 
development resources at low rate of interest not only 
would substantial resources be forthcoming but mone¬ 
tary rates would be helped to remain at Tower levels. 

Question No. 22. 

(i) Taking the community as a whole, there may not 
be much fall in the rate of private capital formation 
as compared to pre-war period. 

(ii) Yes. There is a greater tendency for capital for¬ 
mation to occur among individuals rather than with 
Corporations and other institutions. 

Question No. 23. 

Tax relief in respect of middle income group will 
encourage capital formation to some extent. 

Question No. 24. 

If action is taken as suggested in the answers to 
Questions No. 18, 19, 20 and 21 above, the objective 
referred to here would be realised to some extent. 

Question No. 25. 

There would be no need to regulate consumption 
standards' since in most respects they are low and 
inadequate as compared with standards in progressive 
countries. 

Question No. 26. 

Multi-point tax system may be abolished and unifor¬ 
mity in tax system has to be introduced. Double tax 
system should also be avoided. But the abolition can 
be considered only with reference to its effect on the 
existing finance^. 


Question No. 27. 

The tax system could be used as an instrument to 
secure the order of priorities contemplated in the Five- 
Year Plan. 

Question No. 28. , 

The adoption of a suitable tax policy would be quite 
effective in the following respects :— 

(1) By affording positive inducements for desirable 
investment. 

(2) By reducing consumption and unessential in¬ 
vestment and to similar extent in other ways. 

• 

Question No. 29. 

An equitable tax policy combined with a suitable 
monetary policy would be effective as an instrument 
of planned economic development though a well con¬ 
sidered tax policy would be of greater importance. 
Controls through suitable exercise under enactments 
like Regulation and Development of Industries Act 
should be confined to rationalise development and will 
be of limited assistance as a positive inducement of 
private investment. 

Question No. 30. 

Yes. To a limited extent only. 

Question No. 31. 

Tax relief must be given to higher income and middle 
groups for encouragement of capital formation and 
higher production and consumption of broader basing 
of contribution for providing additional resources for 
economic development programme. 

Question No. 32. 

Public expenditure should be reduced to the mini¬ 
mum extent and expenditure on Social Services like 
Education, Medical, Public Health, etc., should be got 
reimbursed to the extent practicable without making 
the State itself responsible as envisaged in the Directive 
Principles. Such a measure along with the modifications 
in the taxes and monetary policy as indicated above 
will greatly help the development programme on a 
broad basis. 

Question No. 33. 

Foreign capital may preferably be invited in the form 
of loan capital and not as an investment capital. 

Question No. 34. 

Under Article 269 of the Constitution of India, the 
following Taxes may be levied and collected by the 
Central Government :— 

(a) Duties in respect of succession to property other 
than agricultural land. —The Central Gov¬ 
ernment has recently taken up the question of 
levy of Death Duties. Hence no further obser¬ 
vation on this point will be necessary. 

(b) Estate duty in respect of property other than 
agricultural land. —In- view of the observation 
made regarding (a) and in view of the fact 
that Stamp Fee under the Indian Stamps Act 
and Courts’ Fee Act are leviable it is not 
necessary to comment further on this point 
also. 

(c) Terminal Taxes on goods or passengers carried 
by Railway, Sea or Air. —Terminal taxes on 
Railway fares and freight charges may be con¬ 
sidered. 

Surcharge of Land Revenue 
Question No. 35. 

The question of levy of uniform surcharge on Land 
Revenue has been considered and it is felt that it may 
be inequitable when guarantee has been given. It is 
far better to levy, therefore, the Agricultural Income- 
Tax. The proposals regarding the levy of Agricultural 
Income-Tax are before Government. But the yield may 
not be appreciable. 

Betterment Levy 

There is already in this State provision under the 
Irrigation Act for the levy of contribution in the case 
of lands benefited by the construction or improvement 



of any irrigation work. Survey Settlement System also 
makes provision tor enhancement of Land Revenue 
whenever any area is benefited by implement and 
communications, medical facilities, etc. It is considered 
therefore that no change in the present system is called 
for. 

Social Security Tax 

In this State, Health Cess has already been levied 
as a first step in this direction. The time is not yet ripe 
for the levy of Social Security Tax. 

Tax on Unearned Increments in Value of Land and 
Property 

Question No. 36. 

Regarding this matter please see Note on para. 35 
regarding Betterment Levies. It does not seem to be 
necessary to levy both a Tax as well as Betterment 
Levy. 


Question No. 37. 

So far as this State is concerned the receipts from 
the existing sources of Revenue can be considerably 
augmented by giving effect to Resurvey and Settle¬ 
ment under Land Revenue Code. Rapid expansion of 
irrigation facilities will also bring in an additional 
revenue. The question of levying higher assessment 
on lands exclusively set apart for commercial crops 
like Coffee, Tea, etc., may also be considered. 

Question No. 38. 

It requires now some ingenuity to find new sources 
of taxation. All possible sources of taxation have been 
carefully considered and their feasibility assessed. The 
only tax which may be highly objectionable and which 
has not been fully examined is Capital Levy. 

Question No. 39. 

The levy of surcharge is a matter of policy and can 
only be done under extraordinary circumstances. 



MEMORANDUM VI 

Miscellaneous Taxes and Cesses 


'Health Cess 

The Health Cess Act, 1951 (Act XVIII of 1951) was 
passed with the object of meeting the increased cost 
of medicines like D. D. T., etc., that is being incurred 
in the Medical and Public Healtia Departments on 
account of expansion schemes. Heffih Cess is levied on 
all items of revenue including Land Revenue on which 
Education Cess is leviable. This cess is also leviable on 
all Municipal and District Board Revenues realised as 
taxes on buildings and lands, taxes on vehicles and 
animals and as Professional and Shop taxes. 

2. This cess is now collected by the various revenue 
collecting agencies and credited to Government Funds. 
The Local Bodies are expected to collect the cess on 
their revenues and credit it to Government Funds. The 
average revenue anticipated about Rs. 10 .lakhs per 
annum. 

Education Cess 

Education Cess is being levied according to the Mysore 
Elementary Education Act, 1941 on the following 
items :— ' 

1. Items on which local cess is levied . 9 pies in the Rupee. 

2. Tax on vehicles and animals . . 1 

3. Tax on buildings , . . . V-2 annas in the Rupee. 

4. Professional tax or shop tax . . J 

The revenue derived from the Education cess is 
being utilised for the expansion of Elementary Educa¬ 
tion in accordance with the Elementary Education Act, 


1941. With a view to meet the increased expenditure 
•.on the expansion of Elementary Education, the Act has 
been amended fixing the rate of levy at Re. 0-1-6 per 
rupee on ’ items of revenue other than those of Local 
Bodies. The Act has not yet come into force. 

Tax on Lotteries and Prize Competitions 

License is being granted for lotteries conducted for 
charitable purposes. License has alsd been issued in two 
cases for conducting Crossword Competitions. The only 
concern which is paying maximum revenue to Govern¬ 
ment is Messrs. R. M. D. C. (Mysore), Ltd. The tax 
collected so far is as indicated below : — 

1.952-53 1953-54 

Rs. Rs. 

I. Messrs. R. M. D. C. (Mysore) . , 4 , 30,208 2 , 90,192 , 

II. Others. 619 4,936 


Total . 4,30,827 2,95,128 

Tax on Mineral Resources 

This Government consider that there is no necessity 
to show any tax concession to the mineral concession 
holders to encourage development of mineral resources 
in the State. The present policy of levy of Royalty of 
5 per cent of the sale value at Pit’s mouth as mention¬ 
ed under schedule 1 of the Mineral Concession Rules 
is comparatively low in consideration of the present 
market value of the minerals. 



PEPSU 


Memoranda sent by the Govt, of PEPSU to the Taxation Enquiry Commission 


MEMORANDUM I 


General Note on State Taxation 


1. The Union of the Patiala and East Punjab States 
was formed on the 20th August, 1948 by the integration 
of eight covenanting States of Patiala, Nabha, Faridkot, 
Jind, Kapurthala, Malerkotla and Nalagarh with differ¬ 
ent types of administrative machinery and taxation 
measures. The taxes that were levied in different States 
before their integration were different and the exact 
position therefore cannot be ascertained, e.g., in Nabha 
and Nalagarh States there was no income tax but there 
was a profit tax on income from factories. Because of 


the non-availability of complete and accurate data with 
regard to taxation iwfeasures for the period prior to the 
formation of Pepsu, it is not possible to analyse the bud¬ 
getary position before the year 1948-49. The following 
statement of the estimates of receipts and expenditure 
of the eight covenanting States as sanctioned before the 
formation of- the Pepsu and the two preceding years 
gives an approximate idea of the budgetary position (in 
lakhs). 



Receipts 


Expenditure 




A 








1 

f 


11 


1946-47 

1947-48 

1948-49 

1946-47 

1947-48 

>948-49 


Actual 

Revised 

Estimates 

Actuals. 

Revised 

Estimates 

1 . Patiala. 

338'79 

300-28 

277*24 

3i3*i5 

309-45 

321*95 

2 . Nabha ......... 

68-75 

66-66 

67-0 

70*54 

76-19 

72*00 

3 . Faridkot . . . . • • • 

54'42 

57*13 

59*56 

39*84 

68-16 

58*95 

4 - Jind. 

52-00 

46-70 

68-50 

49*3i 

50*97 

66-50 

5 . Kapurthala ........ 

39*73 

37*25 

45*40 

3087 

33*70 

45*59 

6 . Kalsia . . . 

7-84 

6-05 

7-64 

6 - 6 o 

7*83 

6 - 8 o 

7 . Nalagarh. 

4*34 

4*58 

650 

3*76 

3*97 

626 

8 . Malerkoda ........ 

15*89 

18-04 

18-90 

13-60 

19*03 

18-03 

Total 

57»*76 

536*69 

550*74 

527*67 

569*30 

596-08 

It is clear that the budgetary position differed from 
State to State and from year to year. Taking, however, 
the budgets of all the eight States together the year 
1946-47 showed a surplus of about Rs. 44 lakhs, while 
in the year 1947-48 and 1948-49 there was a deficit of 
about Rs. 33 lakhs and Rs. 45 lakhs respectively. 

The first regular budget of the Peps Union was pre¬ 
pared from 20th August, 1948. The statement given be¬ 
low shows the revenue and expenditure under both the 
revenue and capital heads from 1948-49 up to 1952-53 
and the budget estimates for 1953-54 : 


Actuals 

1948-49 

Actuals 

1949-50 

Actuals 

1950-51 

Actuals 

1951-52 

Actuals 

1952-53 

Budget 

Estimate 

>953-54 

Revenue receipts ........ 

* 350 - 6 o 

557*74 

563 *24 

609 -07 

616 -38 

634*93 

Revenue expenditure . . ... 

• 347 *77 

528 -31 

462 -oi 

466-18 

536 - 8 o 

703 *54 

Capital expenditure (Under Capital Heads ) . 

• —92 *44 

3 * 8 i 

20 -22 

47*40 

30-12 

302 09 


It is clear from the foregoing statement that there 
has been a steady increase in revenue as well as ex¬ 
penditure. The increase in revenue may be attributed 
to the local conditions gradually coming to normal, to 
the levy of certain new taxes such as sales-tax, entertain¬ 
ment tax and enhancement of the rates of existing taxes 
such as stamp duty, registration, Petrol tax and water- 
tax, etc., etc. 


The increase in expenditure on the revenue side is 
due to the provision of more facilities such as medical, 
educational, agricultural and communications to the 
people. Expenditure on general administration has also 
been gradually increasing due to the extending activities 
of the State Government, re-organisation of the various 
departments and unification of services. 


There are no receipts under Capital Heads. The capi¬ 
tal expenditure is met from accumulated balances or 
from the loan taken from the Government of India. The 
increase in 1949-50 in due to provision for expenditure 


on civil works (construction of buildings) and expendi¬ 
ture on Electricity Schemes. The decrease in 1951-52 
is due to the non-execution of some civil works projects. 
The provision in 1953-54 represents expenditure on the 
following items : — 

Lakhs 

1. Sinking of 300 tube-wells. 35*39 

2. Share of the capitalised value of seniorage charges 

payable to Punjab Government . . . 18*02 

3. Schemes of agricultural improvements and Re¬ 

search . . . . ... . . 66*00 

4. Bhakra Naingal Project.165-17 

5. Schemes of State trading.17*51 


302*09 

II. & III. In most of the covenanting States, the stand¬ 
ard of social amenities provided was low and very little 
was spent on nation building activities. Since the forma¬ 
tion of PEPSU, however, it has been the endeavour of 
the Government to create conditions which would render 
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possible the enjoyment of a reasonable degree of 
social amenities by the people of the State. The follow¬ 


ing table shows the expenditure on important develop' 
ment items during the five years ending 1953-54: — 


Expenditure on Development items other them Civil Works (in lakhs) on Revenue Account 






Actuals 

1949-50 

Actuals 

1950-5* 

Actuals 

1951-52 

Actuals 

1952-53 

Budget 

* 953-54 

i Education .... 



, 

43 ' 7 * 

61 'IO 

60-34 

75 -84 

97 '*6 

2 Medical , 


• • • • 


. 20-08 

39 -s 4 

27-04 

27-45 

35 -6* 

3 Public Health .... 


• • • • 


4-35 

4 75 

5-39 

5-45 

11 -68 

4 Agriculture . . . 




9-72 

8-n 

* 5 - 7 « 

28 -59 

33-45 

5 Veterinary .... 


• • • • 


2 -51 

3 '*3 

3'64 

4 -oo 

6-63 

6 Co-operation .... 


• • • • 


. 1 -36 

1 -56 

*•78 

2 -6o 

5 58 

7 Industries and Supplies 




. -84 

I '22 

* *54 

a -94 

5 - 7 * 

8 Irrigation* 


• • * • 


3 ° ‘»4 

24 -53 

26 '27 

37 -59 

43 *0 

9 Electricity* . 




15 ‘89 

16 -37 

22 -73 

29 -96 

28 -30 

io Community Projects . 


. . 


. 

•• ' 

•• 

1 09 

12 -87 

11 Other Development expenditure . 


. 


7'»9 

7 83 

_16-32 

13-41 

14-61 



Total . 


135 - 3 ° 

167 -84 

180 -76 

228 -92 

294 - 7 ° 


♦Includes working expenses. 

1 Includes expenditure for rehabilitation (Revised Estimates have taken). 
3 Includes Rs. 15 lakhs transferred to the hospital fund* 


It is clear from the foregoing table that expenditure 
of a developmental nature has grown considerably since 
1949-50. While expenditure on education and medical 
and public health has doubled in 1953-54 as compared 
to the year 1949-50, expenditure on co-operation and 
industry and supplies has registered a five fold increase. 
The increase in the total expenditure on developmental 
items between 1949-50 and 1953-54 has been of the order 
of Rs. 159 lakhs. 

The increase in expenditure in education in 1950-51 
was due to the opening of new schools and that in 1952- 
53 due to the provision of expenditure relating to Five 
Year Plan Schemes. 

The expenditure on medical and public health has 
also been showing an upward trend due to the increased 
medical facilities provided to'the people. While the ab¬ 
normal increase under medical in 1950-51 is due to a 
contribution of Rs. 15 lakhs towards the construction 
of the new Rajindra Hospital. The increase in 1952-53 
and 1953-54 is due to the expenditure on the Five Year 
Plan Schemes. 


In the case of expenditure on agriculture the increase 
in 1951-52 has been mainly attributed to the expenditure 
on Intensive Cultivation Schemes While in 1952-53 and 
1953-54 it is due to provision for Five Year Plan Schemes. 

The expenditure on Civil Works as is clear from 
Appendix A has also been showing an upward trend. 
The increase is attributable to more provision for the 
construction of buildings and roads as well as to the re¬ 
organization of the Public Works Department. The 


abnormal increase in 1951-52 was due to an expenditure 
of about Rs. 12 lakhs under suspense for adjustment of 
items outstanding thereunder. 


A statement showing the size of the Development and 
Non-Development expenditure since 1950-51 is given 
below:— 



1950-5* 

Actuals 

* 95*-52 

Actuals 

* 952-53 

Revised 

* 953-54 

Budget 

1. Development expenditure 
included in the Plan:— 

(i) Revenue Account 


50-60 

8528 

*47-24 

(ii) Other than Revenue 
Account 

. . 

8-45 

*9 39 

io6*ii 

2. Development expenditure 
outside the Plan 

231-19 

* 87-57 

208-99 

* 33-33 

3. Non-Development expen¬ 
diture (Revenue Heads) 

230-82 

228-01 

284-85 

422-97 


The total expenditure on the Five Year Plan Schemes 
as approved by the Planning Commission amounts to 
Rs. 8'14 crores for the quinquennium ending 1955-56. 
The following table shows the pattern of development 
expenditure included in the Five Year Plan : 


Pattern of Development expenditure included in the Five Tear Plan 


i Agriculture including consolidation of holding 
a Veterinary ...... 

3 Forests .. 

4 Co-operation. 

5 Fisheries ...... 

6 Power .....'. 

7 Irrigation . . 


* 95*-52 

Actuals 

* 952-53 

Revised 

* 953-54 

Budget 

Five year 
Total 
* 95*-56 

39-5 

50-8 

*34 -4 

335 -2 

• • 

0-4 

*•9 

10 -o 

o -5 

4-0 

10-5 

43-6 

.. 

1 -i 

2 -6 

15-0 

• • 

•• 

o -5 

2-4 

4-6 

7 - 5 ' 

12-5 

3°-6 

., 

6-3 

. 15 -o 

34 -o 
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8 Industries . 

9 Roads 

10 Education . 

11 Medical . . . 

ta Public Health 

13 Housing 

14 Welfare of Backward Glasses 


‘ *95*"5 a 1958-53 *953-54 Five year 

Actuals Revised Budget Total 

1951-56 

• ■ • . 3'3 7 ■* 3 1 '7 

9 4 7‘9 *9 '9 95 •* 

5-3 12-0 63-0 

. . . . . .. 12-3 25-8 ' 87-0 

2-2 76 55-0 

. . . . .. 0-5 o -4 2 *o 

. . . . 5 *1 3-2 S'4 10 0 

Total . . 59-1 104-8 252-6 814-6 


There is a considerable increase in the expenditure 
of Five Year Plan since 1951-52. Very little could be 
done during 1951-52, as most of the schemes were finalis¬ 
ed in the latter half of the year 1951-52. 1952-53 was in 
fact the first year of the Plan. To speed up the work 
there is considerable increase in the Budget of 1953-54 


also. Certai nmodifications have also been made in the 
Five Year Plan Schemes without affecting the overall 
size of the Plan. The break up of the original Plan is 
given in Appendix B. 

The following are some of the important items of the 
non-development expenditure:— 






Actuals 

* 949 - 5 ° 

Actuals 

1950-5* 

Actuals 

* 951-52 

Actuals 

* 952-53 

Budget 

Estimates 

* 953-54 

I 

Land Revenue . . . . 

. 

. 

**•91 

17 *12 

* 9'97 

29-71 

4 * ' 5 * 

2 

State Excise duties ..... 

• 

• 

. 12 -58 

* 5'75 

19 -09 

* 9'73 

2* 73 

3 

General Administration . . 

• 

• 

49 '79 

41 *11 

47 -38 

5 * '48 

5 * '65 

4 

Administration of Justice .... 

• 


* 5'49 

14 -58 

15 84 

*6-73 

* 7'44 

5 

Jails and Convict Settlements .... 

• 


11-j8 

10-13 

II *41 

12 ’22 

12 -83 

6 

Police. 

• 

• 

56 -32 

66 -64 

77 -08 

79 '6* 

84 '2* 

7 

B. Privy Purse and allowances of Indian rulers . 

■ 


46 -91 

43'09 

35 '34 

35 -°9 

3* 27 


It is clear from the foregoing table that there is a 
marked increase in expenditure in the case of land re¬ 
venue, state excise and police. The major variations 
in the above mentioned items are explained below: — 

Land Revenue .—The expenditure under this head has 
been steadily on the increase. The increase in^ 1950-51 
was due to the setting up of the office of Lana Partition 
Commissioner for partitioning of land between Biswe- 
dars and tenants, re-organization of the Consolidation' 
of Holdings Department and also more expenditure 
under District Administration on account of integration 
of services. The increase in 1951-52 was mainly due to 
more provision under Consolidation of Holdings. The 
figures for 1952-53 and 1953-54 include expenditure on 
the Five Year Plan Schemes viz., Consolidation of Hold¬ 
ings. 


reduced by one-tenth every year as a result of federal 
financial integration so that after ten years the whole 
liability on this account may be taken over by the Gov¬ 
ernment of India. Allowances to the members of the 
Rulers’ families will, however, continue to be paid by 
the State. 


IV. The PEPSU Five Year Plan involves a total ex¬ 
penditure of-Rs. 8-14 crores beginning from the year 
1951-52. The break up of Rs. 8-14 has been given in the 
item 3 above. Very little could be done in the year 
1951-52 as the schemes to be included in the Five Year 
Plan were finalized in the latter half of the year. The 
Agricultural Development Schemes alone cost about one 
half of the total five" year expenditure and were taken 
up very late as these schemes were amalgamated with 
the Grow Mote Food Schemes in consultation with the 


State Excise Duties .—The increase in 1950-51 was due 
to greater expenditure on distillery on account of heavy 
consumption of liquor resulting in a corresponding in¬ 
crease under receipt. The anticipated increase in 1953- 
54 may not in fact be realised taking into view of the 
actuals of the past year. The amount had been provided 
on the basis of the actuals of the previous year and the 
revised estimates of 1952-53 which we*e placed at 24 • 24 
lakhs. 


Planning Commission, Government of India. Expendi¬ 
ture during 1951-52 on Grow More Food Schemes i.e., 
Rs. 39-5 lacs has now been adjusted towards Five Year 
Plan. The land reclamation is the biggest of the Five 
Year Plan Schemes costing one crore. There is a pro¬ 
posal for the opening of an Agriculture College at 
Patiala. ’The soil conservation scheme of the Forest De¬ 
partment is making a steady progress. The work of 
P.W.D. regarding irrigation. Power and Road is going 
on satisfactorily and is not much behind the schedule. 


General Administration .—The increase in 1949-50 was 
mainly due to payment of arrears to the employees as 
a result of revision of pay-scales. The increase in 1951- 
52 was due to expenditure on general elections, creation 
of new posts in various departments and the installation 
of a popular Ministry. The increase in 1952-53 and 1953- 
54 is mainly due to provision for the Legislative Assem¬ 
bly. 

Police .—There has been a steady increase in expendi¬ 
ture every year under this head. It is due to consider¬ 
able increase in the police strength in view of the law 
and order position of the State. 

Privy Purses and Allowances of Indian Rulers .—The 
decrease is due to the fact that the amount that is re¬ 
quired to be paid by the State to the Government of 
India in respect of Privy Purses of the Rulers is to be 


The construction of various hospitals including New 
Rajindra Hospital is in progress. A boarding house for 
nurses, nurse dais and Dais which was taken up during 
1952-53 has been completed. A medical college will start 
functioning at Patiala in October, 1953 under the Five 
Year Plan. Two schemes relating to Health Depart¬ 
ment viz., B.C.G. Campaign and National Malaria -Con¬ 
trol programme are working satisfactorily. There is a 
difficulty in opening Rural Health Centres and Child 
Maternity Welfare Centre because of lack of trained 
health personnel. The students are continuously being 
sent for training. Schemes of Education Department 
alone cost Rs. 63 lacs during five years. Major schemes 
of the Department are opening of Basic Primary and 
Ordinary Primary schools. 108 new primary schools 
have been opened under Five Year Plan during 1952- 
53. During 1953-54 there is a proposal for the opening 
of 114 primary schools and starting of 20 basic schools. 



















V. The total revenue of the State as pointed out above 
has registered an increase of about Rs. 177 lakhs in 1953- 
54 as compared to 1949-50 when it stood at Rs. 557-74 


lakhs. The following table shows the composition (prin¬ 
cipal items) of the revenue during the last six years:— 






Actuals 

1948-49 

Actuals 

1949-50 

Actuals 

1950-51 

Actuals 

1951-58 

Actuals 

1958-53 

Budget 

Estimates 

1953-54 

i Land Revenue .... 




4677 

83 -63 

98 -6o 

89-66 

XOI *22 

130-69 

3 Income Tax 

• 



22 *IO 

65 -67 

16 -oo 

14-83 

41 -24 

39 - 7 ® 

3 Excise. 

• 



X22 ‘92 

183-83 

189-51 

835 -35 

19570 

157 91 

4 Stamps. 

• 



6 -6o 

ia -97 

15-47 

18-66 

19-20 

19 \ 5 » 

5 Taxes under Indian Motor Vehicles Act 



t -33 

3 ' 4 ® 

3-89 

4-58 

4-90 

4-50 

6 Other taxes and duties 




10*12 

30-93 

63-44 

76-29 

75-38 

, 71 -oo 

7 Union Excise .... 




-• 


.. 

•* 

• • 

17-63 

8 Registration .... 




•69 

1 -76 

2-58 

4*11 

3-61 

4 *xo 

9 Forest 




4 ‘ 3 s 

4 ' 9 ® 

5-96 

6-47 

7*io 

6-13 

to Irrigation .... 




35 '51 

5«78 

61 77 

63 -89 

63-81 

78*91 

11 Civil Works .... 




5-63 

3 -8i 

3 -69 

4 *ox 

10*41 

II -87 

ta Civil Administration . 




33 ‘oa 

39 -07 

33 -27 

3874 

39-89 

43-39 

13 Debt services .... 




3‘39 

19-34 

9-53 

12 -03 

12 *12 

18 -70 

14 Receipts-in-Aid of superannuation 




*02 

•09 

*06 

•50 

•13 

•20 

15 Stationery and Printing 




•54 

1 -09 

4-19 

2 *41 

714 

4"6a 

16 Other Heads ... . 




75 - 3 ° 

98-24 

83 >98 

66-71 

68-13 

54-91 

17 Electricity .... 




3’28 

12-89 

13 - 4 ° 

20*07 

22 -17 

26-73 

Total 

• 



361 -53 

603 -37 

604 -34 

657-31 . 

672 -10 

690-50 

Deduct working expenses of irrigation and 
eletricity schemes. 




-10*93 

- 45‘53 

—4I*IO 

-48-25 

- 55‘78 

—55 “57 




350-60 

557’74 

563-84 

609-06 

616-38 

634 93 


Non.—Actuals of 1948-49 represeat receipts for the broken period trie., 30-8-48 to XS-4-I949- 


It will be observed from the foregoing table that the 
increase in revenue has been mainly due to the greater 
receipts from other taxes and duties. Land Revenue, 
stamps, registration, and Union excise duties in 1953-54, 
and civil works, electricity and irrigation in the case 
of tax and non-tax revenue respectively. 

The major variation in the principal items of revenue 
are explained below:— 


Forest.—There has been a steady increase under this 
head which is partly due to the realization of arrears 
and partly to the introduction of rosin tapping operations 
in the Shiwalok range. 

Registration .—The increase in the year 1950-51 and 
1951-52 was due to the revision of rates of registration 
fees. The decrease in the year 1952-53 was owing to de¬ 
crease in the number of documents presented for re¬ 
gistration due to impending land reforms. 


Union Excise Duties. —The receipts of Rs. 17-63 lakhs 
represents the share of the PEPSU Government out of 
the duty on sugar and matches etc., as a result of the 
recommendation of the Finance Commission- 


Taxes on Income other than Corporation Tax. —Before 
federal financial integration which was given effect to 
from the 13th April, 1950, the State Government used 
to collect income-tax itself. The actuals in 1948-49 re¬ 
present receipts for the broken period viz., 20-8-1948 to 
13-4-1949. Actuals in 1950-51 and 1951-52 represent the 
share fixed by the Central Government for the State. 
As a result of the recommendations of the Finance Com¬ 
mission, the share of the State has been estimated at 
Rs. 39-70 lakhs for the year 1953-54. 


Land Revenue. —The increase in 1950-51 is mainly due 
to realization of arrears while the decrease in 195-1-52 
is due to the prevalence of famine conditions in certain 
districts of the State. The figures for 1952-53 and 1953-54 
include receipt on account of fees for Consolidation of 
Holdings which amounts to Rs. 7-50 lakhs in 1952-53 
and Rs. 22-50 lakhs in 1953-54. The increased estimates 
for, 1953-54 are based on the anticipated realization of 
arrears. 


Receipts under Motor Vehicles Act. —The steady in¬ 
crease under this head is due to registration of more 
vehicles consequent upon the opening of new routes. 
The figures for 1953-54 indicate a small decrease. The 
hudget figure was taken on the basis of actuals of the 
first six months of 1952-53 which were then available. It 
is probable that there may not be any decrease in the 
receipts. 

Other Taxes and .Duties. —The abnormal increase in 
1950-51 as compared with the actuals of 1949-50 is due 
to the realization of sale-tax which was levied in the 
State in November/December, 1949. The increase in 1951- 
52 is due to effective realization of sales-tax and increase 
in motor spirit taxes due to consumption of more petrol. 
The decrease of rupees one lakh in 1952-53 is due to 
decrease in licence fees for sale of manufactured tobac¬ 
co. The figures for 1953-54 are based on the revised esti¬ 
mates of 1952-53 which were placed at Rs. 72 lakhs and 
a decrease of rupees one lakh was anticipated under 
licence fees for sale of manufactured tobacco. 

Irrigation .-—The increase is mainly due to more sup¬ 
ply of irrigation water on account of the increase in area 
under irrigation. The figures for 1953-54 include a sum 
of Rs. 4-50 lakhs on account of grant-in-aid from the 
Government of India for Development schemes. 


State Excise Duties. —There has been steady increase 
under this head up to 1951-52. The abnormal increase in 
1951-52 is due to consumption of more liquor on account 
of general elections. The decrease in 1953-54 is due to 
policy of reduction of quota of opium every year. 

Stamps. —The increase in receipts in the years 1951-52 
and onwards is due to the revision of rates of stamp 
duty and court fees. 


Civil Works .—The decrease in 1950-51 is due to abo¬ 
lition of tolls on roads. The increase in 1951-52 is due 
to inclusion of receipts on account of sale of water under 
this head instead of under ‘Electricity’. The increase 
in 1952-53 is due to the receipt of a sum of Rs. 3-251 
lakhs for construction of a T. B. Clinic at Patiala and 
grant of Rs. 5-85 lakhs from Government of India as 
grant-in-aid for road works and also due to revision of 
the rates of water supply. Besides, receipts on account 
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of rent of State property in and outside the State terri¬ 
tory as well as or turniture have been classified under 
this head instead of under head XXXVI—Miscellaneous 
Departments. 

Electricity. —The gradual increase under this head is 
due to the supply of more energy and also to the revision 
of rates. 

Civil Administration. —The increase under this head 
is mainly due to more receipts under Education, Agri¬ 
culture and Industries etc. 

Debt Services'. —The abnormal increase in 1949-50 is 
due to the credit of previous year’s receipts relating to 
interest on Government Securities etc. The increase in 
1951-52 is due to increase in interest on account of in¬ 
vestment of Government money in securities and fixed 
deposits. 

Stationery and Printing. —The abnormal increase in 
1950-51 was mainly due to the credit of receipts relat¬ 
ing to the preceding year. ‘ The re-orgariisation of the 
Press in the year 1952-53 has also attributed to some 
extent to the increase in receipts. 

Other Heads. —The abnormal increase in 1949-50 and 
1950-51 was mainly due to the recovery of State dues 
from certain rulers of covenanting States. The decrease 
in 1953-54 is due to the fact that recoveries from the 
Government of India on account of expenditure on dis¬ 
placed persons etc. which were previously shown under 
receipts have been taken in reduction of expenditure. 


Effects of Finance Commission’s Recommendations 

The State Government represented its case to the 
Finance Commission for the grant of assistance in their 
memorandum a copy of which is enclosed. The Finance 


Commission recommended a share of Rs. 17-63 lakhs 
out of the Union Excise Duties collected on sugar and 
matches etc. 

( 2 ) The PEPSU share of income-tax which was fixed 
at Rs. 10-58 lakhs was raised to Rs. 39-70 lakhs in 1953 - 
54 . 

( 3 ) A grant of Rs. 5 lakhs was given for the expan¬ 
sion of primary education. 


VI. & VII. The following statement shows the rela¬ 
tive significance of tax and non-tax revenue as com¬ 
pared to total revenue:— 


Year 

Tax revenue 
as % of total 
revenue 

Non-Tax 
Revenue as 
% of total 
revenue 

1948-49 (Actuals) . 

. . 6o-05 

39’95 

1949-50 (Actuals) . 

68- 36 

31-64 

J 950-51 (Actuals) . 

69-15 

30-85 

1 95 1-52 (Actuals) . 

72-81 

27 ->9 

1952-53 (Actuals) . 

71-58 

28-42 

> 953-54 (Budget) . 

67-32 

32-68 


It will be observed from the foregoing table that up to 
the year 1951-52 there has been upward trend in tax 
revenue. The downward trend in 1952-53 and 1953-54 
has been mainly due to the decrease in the receipts 
from excise and sales tax. The decrease in tax revenue 
has been more than compensated by a corresponding 
increase in revenue from non-tax items. The revenue 
accruing to the State from State and Central taxes 
is given below: — 




1948-49 

Actuals 

1949-50 

Actuals 

1950-51 

Actuals 

1951-52 

Actuals 

1952-53 

Actuals 

1953-54 

Budget 

1 Land Revenue . . . . . 


46-77 

82 -63 

#98 -6o 

89 -66 

IOI *22 

130 -69 

2 Income-tax. 


22 *IO 

65-67 

16 -do 

14-83 

41 -24 

39-70 

3 Excise.. 


X22*92 

183 -82 

189 -51 

235 -35 

>95 '70 

157 91 

4 Stamps . 


6 -6o 

ia -97 

i ^-47 

18 -66 

19-20 

19*52 

5 Taxes under Indian Motor Act 


1 -32 

3-46 

3 89 

4-68 

4 90 

4 - 5 ° 

6 Sales Tax ....... 


.. 

4 ‘ 9 > 

39 -37 

46-53 

46-37 

45 00 

6 Other Taxes ...... 


10 '12 

26 -03 

24 07 

29-76 

28 -95 

26 -oo 

7 Registration . ... , . 


•69 

1 -76 

2 -58 

4*ii 

3 ’6i 

4 -io 

Total . 

• 

210 '52 

381 -25 

389 -49 

443-48 

44 i ’19 

427 -42 

A list of important items of non-tax revenue has beep 
given above. The'State did not recieve any grant-in-aid 
from the Centre up to the year 1950 - 51 . A sum of Rs. 15 
lakhs in 1951-52 and Rs. 5 lakhs in the budget estimate 

of 1953-54 have been shown as grants-in-aid from the Cen¬ 
tre. Bank of Patiala and the Patiala Insurance Corpora¬ 
tion are the two important state-owned institutions. 
The receipts from these institutions are given below:— 




1948-49 

1949-50 

1950-51 . 

1951-52 

1952-53 

1 Net receipts of the State from Bank of Patiala . 

• 

- 

3 -06 

3.76 

3-85 

3 -20 

10,600 

2 Receipts from Insurance Corporation 

• 

• 

•• 

•• 

-• 

•• 



While the reasons for variation in revenue from the 
principal taxes have been given above the prospects 
are indicated below: 


( 4 ) The duty on stamps has already been brought to 
the level of the adjoining State of the Punjab and there 
is no prospect of any appreciable increase in future. 


( 1 ) So far as land revenue is concerned it is fixed. 
The subsisting settlements are nearly 30 years old and 
new settlements are due in five Tehsils. With the rise 
in prices during the last 30 years, it may be expected 
that new settlement would yield higher revenue. There 
are however, statutory limitations under the existing 
law under which land rates cannot be increased by 
more than 25 % per acre on the present circle rates. There 
is, therefore, no great likelihood of any appreciable in¬ 
crease in land revenue in the near future. 

( 2 ) Income tax is- a Central subject and the share of 
this State is determined by the Government of India 
every year. 

( 3 ) The Excise Revenue is at its peak at present and 
there is every likelihood of its coming down in the 
future on account of the prohibition policy of the Gov¬ 
ernment of India. Besides the Government of India is 
reducing the quota of opium every year with the re¬ 
sult that there will be no supply of opium after a few 
years. 


( 5 ) Income from taxes under Motor Vehicles Acts 
may increase due to opening of more routes consequent 
on the construction of new roads. 

(6) Under other Taxes and Duties, the principal head 
of income is sales-tax. There is every likelihood of in¬ 
crease in the revenue on account of strict vigilance and 
better assessment unless any central legislation exempt¬ 
ing certain other essential commodities is introduced. 

VIII. The following further taxation measures were 
proposed to increase the revenue of the State but the 
same could not be finalised and their position is as 
under:— 

(i) Tax on Forward contracts. 

(ii) Tax on urban immovable property. 

(iii) Tax on Passengers and goods. 

(iv 3 Tax on Agricultural income. 
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Tax on Forward Contracts. —The tax is in force in 
the Punjab. According to it tax at various rates de¬ 
pending upon the commodities is realised from the 
dealers engaged in the business of forward contracts. 
An act on the lines of Punjab was drafted by the Finance 
Department but before it could be introduced in the 
Assembly the same was dissolved and it was decided 
to drop all proposals of new taxation. An income of 
Rs. 4 lacs per annum was estimated from this source. 

Tax on Urban Immovable Property, —A similar tax is 
levied in the Punjab. The incidence of this tax falls on 
the owners of buildings governed by a scale according 
to which a maximum of 20 % of the annual value of the 
building is realised as tax. Certain exemptions such as 
building for an education purpose, public parks, reli¬ 
gious institutions, hospitals etc. are allowed. Buildings, 
the annual value of which does not exceed Rs. 240 are 
also exempt from tax. The outgoing Council of Minis¬ 
ters approved that this measure should also be adopted 
by this State. Accordingly a bill was drafted and sent 
to the Law Department for scrutiny but before it could 
be introduced in the Assembly, the same was dissolved. 
This bill was also dropped. This tax was estimated to 
yield about Rs. 2-3 lacs. To begin with this tax was pro¬ 
posed to be levied in the towns the population of which 
exceeded 25,000. 


Tax on Passengers and Goods. —This tax was based 
on the legislation in the States of Punjab and Bihar. 
According to it tax at the rate of one pie per. anna was 
to be realised from the owners of transport vehicles 
plying on various routes on their income from fares 
and freights. An income of Rs. 2 lacs per annum was 
estimated to accrue from this source. 


' In view of the observations of transport Advisory 
Council that tax on passengers and goods carried by 
road should be abolished in the States where it was 
in force, Government of India, Ministry of States was 
addressed to give their opinion about the levy of tax 
in this State. They were of the view that the recom¬ 
mendations of the Transport Advisory Council make 
it obligatory on the part of the State Government not 
to promote such a legislation. The matter stands 
dropped for the present. 

Tax on Agricultural Income. —A levy of this kind is 
in force in the States of Assam, Bihar, Bengal, U.P., 
Orissa and Travancore-Cochin. The proposal to levy a 
similar tax in PEPSU was discussed in a conference 
attended by representatives of the Punjab Government 
and PEPSU and it was decided to drop the question due 
to the difficulties that will arise in its operations. Later 
on, however, the question was again taken up and the 
Revenue Department was asked to..estimate the income 
that is likely to accrue on this account on the basis that 
lands below 100 acres in the ownership of a person 
would be exempt and the rates in force in U.P. would 
be adopted. 


One of the measures of taxation which are to be under¬ 
taken by the Centre on behalf of the States is a levy 
of Estate Duty. The bill has been passed by the Parlia¬ 
ment and the yield would be a few thousands rupees 
as the State’s share. 

Financing of the Five Year Plan 

The PEPSU Five Year Plan involves, as already stated 
above, a total expenditure of Rs. 8-14 crores out of 
which Rs. 5-5 crores were proposed to be made available" 
from the State resources. The expenditure of Rs. 164 
lakhs incurred during 1951-52 and 1952-53 has been 
financed as follows: — 

1. From Central Government . . . 120 lakhs. 

2. From State Government . . . . 44 lakhs. 


Total 164 lakhs. 

During the next three years the total expenditure on 
the Five Year Plan will be Rs. 650 lakhs. According to 
present anticipation this will be financed as follows:— 

Rs. 144 lakhs from Central assistance and the balance 
Rs. 506 lakhs from State Government resources, that is 
to say, the State will have to provide on an average 
during the next three years a sum of Rs. 170 lakhs per 
annum for financing the schemes of the Five Year Plan. 


The normal budget surplus which we can reasonably 
anticipate (unless anything extraordinary happens) would 
be in the region of Rs. 50 to 60 lacs per annum. There 
is also a margin of Rs. 40 lakhs which we are provid¬ 
ing with effect from the current year as a sinking fund 


for the Bhakra Naiigal Project, which could also be 
made available if necessary. There remains therefore 
roughly an additional sum of Rs. 70 lakhs to provide 
which can only be met out of additional taxation, or 
increasing the rate of the existing taxation. This State 
has no money market in which it can raise its own loans 
and uptil-now, it has not raised a public loan of any 
kind. In addition to this the State has also to face a 
prospective loss" of opium revenue due to the accepted 
policy of Government of India. 

The prospects of finding this extra sum of Rs. 70 lacs 
annually are discussed below. The major heads of re¬ 
venue at present are:— 

(1) Land Revenue. 

(2) State Excise Duties. 

(3) Water Rates. 

(4) Sales Tax. 


1. Land Revenue. —The question of increasing income 
from land revenue were discussed at a meeting of the 
representatives of the Punjab and PEPSU and it was felt 
that the simplest method of collecting additional reve¬ 
nue from land owners was by the imposition of a tax 
assessed in the form of a surcharge on the existing land 
revenue. If the law allows, such a surcharge it may be 
levied @ 25% which would yield an income of Rs. 18 
lacs. The surcharge will however have to be levied in 
Punjab and PEPSU, simultaneously. The feasibility of a 
surcharge in PEPSU alone is open to. question. 


2. State Excise. —The revenue from excise is already 
very high. Taking into consideration the policy of re¬ 
duction of quota of opium by 10% every year, there does 
not seem to be any possibility of increase of revenue 
except by increase of consumption of liquor and other 
excisable articles which is contrary to our policy. 

3. Water Rates.. —The water rates in PEPSU are very 
nearly the same as in the Punjab. Any enhancement of 
water rate in PEPSU alone is likely to result in agita¬ 
tion from the public. 

4. Sales Tax.— Taking into consideration the pressure 
oh the State for the adoption of the list of essential 
goods as contained in the Essential Goods Act, and the 
demand for the exemption of tractors and other agri¬ 
cultural machinery, the prospect of getting more re¬ 
venue under this head is limited. 

Even if all the tax measures discussed above are re¬ 
sorted to, the annual income from these will be: — 

1. 25% surcharge on land revenue. '. . 18 Lakhs. 

2. Taxes on Urban immovable property . 3 Lakhs. 

3. Tax on Forward contracts ... 4 Lakhs. 

4. Tax on motor traffic . . ... 6 Lakhs. 

• 31 Lakhs. 

5. Economy in expenditure . . . .it Lakhs. 

42 Lakhs. 

It will, therefore, appear that as against the additional 
sum of Rs. 70 lakhs, the amount that can be available 
will not exceed 42 lakhs. This sum of Rs. 42 lakhs will 
not be entirely available for financing the Plan. A part 
of it will cover the loss of Rs. 18 lakhs or so in opium 
revenue during the next three years. 

X. There are separate Acts governing the levy of 
various taxes. A list of Acts governing the levy of taxes 
has already been supplied. 

XI & XII. The following taxes are administered by the 
Finance Secretary who is ex-officio Financial Commis¬ 
sioner, Taxation: — 

1. Sales Tax, 

2. State Excise, 

3. Entertainment Tax. • 

Land Revenue, Taxes on Motor Vehicles, stamps and 
registration are administered by Revenue Secretary, 
Transport Secretary and Finance Secretary respective¬ 
ly. 


Detailed notes regarding set up at Secretariat level 
and below, assessment, appeal and revision, collection, 
cost and efficiency of tax administration etc., are con¬ 
tained in the notes giving the Factual background on 
individual taxes. 



APPENDIX A 
Principal item of Expenditure 





Actuals 

1948-49 

Actuals 

> 949 * 5 ° 

Actuals 

1950-51 

Actuals 

1951-52 

Actuals 

1952-53 

Budget 

estimates 

1953-54 

> Land Revenue .... 


4 

8*59 

11-91 

17* 12 

> 9-97 

29-71 

42-51 

3 State Excise Duties 

* 

• 

9 ' 4 a 

18*58 

> 5-75 

19-09 

> 9-73 

2 t *73 

3 Forest. 

. 


I * 22 

2*25 

a *54 

3-74 

7*21 

13-24 

4 General Administration 

• 


21 * II 

49-79 

4I*II 

47-38 

51*48 

51*65 

3 Administration of justice 

• 


6*oa 

> 5-49 

14-58 

>5-84 

>6*73 

17-44 

6 Jails and Convict Settlements 



5-97 

it* 18 

10-13 

II*4I 

12*22 

12*83 

7 Police ..... 



20*79 

56*32 

66*64 

77-08 

79 -61 

84*21 

8 Education .... 



17* 10 

43 - 7 * 

6i* 10 

60-34 

75-84 

97 * 16 

g Medical ..... 



9-56 

ao*o8 

39-24 

27-04 

27-45 

35 " 61 

to Public Health . 


• 

1*40 

4-35 

4‘75 

5-39 

5‘45 

11*68 

11 Agriculture .... 



4-64 

9.7a 

8* tt 

15*71 

28-59 

33-45 

13 Civil Works . . • • 



40-41 

48*86 

42-45 

67-43 

59-96 

113-89 

13 B. Privy purses and allowances of Indian Rulers 

- 

i6-16 

46-91 

43 * °9 

35‘ 3 4 

35-°9 

31-27 

14 Miscellaneous 

• 

• 

84*64 

17-96 

59 ‘ >9 

15-40 

37 -ot 

16*08 


Not*.—A ctuals of 1948-49 represent receipts for the period viz-, 80-8-1948 to 13-4-1949. 
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Pattern of Development Expenditure and its Break up (in 
the Original Plan). 

(in lakhs of Rs.) 


Heads of Expenditure 


Expenditure 

» 95»-56 





Irrigation . ... . , 

. . , 34-°° 

Heads of Expenditure 


Expenditure 

Power ... . . . < • 

3°"59 



1951-56 

Industries . . ■ . 

31-69 




Roads ...... 

95'°7 

Agriculture ..... 

* 

334 - 9 ° 

Education ..... 

. . . 89*90 

Forests ..... 


* • 43*59 

Medical and Health 

85*05 

Veterinary ..... 

* • 

* ♦ 10*00 

Amelioration of Backward Classes , 

. . . 10*00 

Co-operation .... 

* 

. . 15*00 

Housing . . . • 

. . . 2*00 

Fisheries ..... 

r 

, . 2-36 


To-sal . 814-15 

Consolidation of Holding . . 

* 

» . 30*00 


















nxing states except ratiaia state ana in 
s all the taxes whether provincial or local 
;ed in the State funds. It was only after the 
>f the Union in August, 1948 that State taxes 
ated from local taxes. In this State there are 
il Committees and 37 small Town Committees, 
no District Boards. Village Panchayats are 
administrative control of the Development 
;. A statement of income and expenditure 
these two types of local bodies for the last 
cial years is at annexure ‘A’. 

a statement of income and expenditure it is 
luring the last three financial years for which 
available there has been a rise both in in¬ 
expenditure. During this period there has 
ange in the general pattern of taxation. The 
lly due to the strict vigilance exercised by the 
i to check evasion of Octroi. There has also 
se in the expenditure. This is due to the fact 
ommittees have begun to realise their res- 
3 and are now providing increasing funds for 
'ement of sanitary and hygienic conditions 
n. Although the local bodies are spending 
i on development works like construction of 
irains yet they have not been able to achieve 
is respect for want of expert advice on tech- 
Inancial matters. For this reason they have 
ible to draw up any elaborate development 


wenues derived by local bodies may roughly 
into two categories namely: tax-revenue and 
'enue. In the former category the chief item 
is octroi. Conservancy tax is also in force 
:al bodies but income from this source is too | 
t to need any mention. In the latter category E 
arious fees charged by the local bodies and | 
n municipal property. Among the fees the 
are:— ^ 

nse fees such as offensive trades, vegetables 
i fruits, meat, sweet meats and vegetable 
ee shops. 

aazari fees. 

3 between tax-revenue and non-tax revenue 
last three financial years is as given in the 
B'. 

'dies are given grants-in-aid by the Govem- 
leir development works. In the current year’s 
rovision of Rs. 3-40 lakhs has been sanctioned 
nent for grant-in-aid to local bodies for their 
it works. In the previous three years the 
grants-in-aid given to local bodies was as 
v:— 





Provided 
in the 
budget 

Amount 

actually 

paid 




Rs. Rs. 

(in lakhs) 

6 * 50 Nil. 

• 


• 

5’ 78 

i, 99,160 

• 

■ 

• 

3'5° 

57,135 


run any. 


4. The Municipalities charge taxes and ft 
section 61 of the Punjab Municipal Act, 1911, 
in force in the State mutatis mutandis. The Sr 
Committees levy the taxes under sections 21 
the Patiala Small Towns and fees under S 
ibid. 


As will be clear from Annexure “C” the m; 
of income of both Municipalities and Small Ti 
mittees is from Octroi Tax. As a matter o 
tax other than octroi tax has been levied by 
bodies. The other items though having an e 
taxation are really fees. These fees are: — 

(1) Tehbazari Fees. 

(2) License fee such as offensive trades, 
and fruits, meat, sweet meat and vegei 
shops. 

(3) Vehicle tax. 

(4) Conservancy tax. 

(5) Rent of municipal property. 

The income from these fees is not much, 
merit any special mention. The Committees ha 
to fall back upon octroi. There is no local bodj 
this tax is not in force. 


5. Local Bodies are usually averse to any : 
tion. To some extent this is due to the low pa; 
city of the people in general. The members 
chosen representatives of the people dare not 
displeasure of their respective electorates. T 
made by the Government from time to time 
local bodies to tap new source of taxation 
therefore borne much fruit. The Governme 
State had sometime back appointed a Commit: 
as the Finance Delimitation Committee and 
mittee after careful consideration recommende 
position of house tax and cycle tax by the loi 
Qnly the Municipal Committee, Patiala, has i 
cided to Impose house and cycle taxes. Taxati 
form in the local bodies are usually unpop 
prospects of either increasing the existing rati 
or to impose new taxes are not bright. 

6 . Administration of local taxes is not gt 
complex affair. License fees are realised by a 
cording to the fixed basis. Octroi is charge 
octroi barriers at the time of import of the goo< 
ment is done by the moharrirs. 

Sufficient expenditure has to be incurred on 
tion of octori tax. Annexure ‘C’ shows the ini 
expenditure on the collection of octroi tax. 

7. There are more chances of evasion of o 
than of any other tax. It is only by constant 
on the part of the collecting staff that the c 
evasion can be minimised. In the collection of 
are no chances of evasion. 


8 . The Transport Department at present cb 
on trucks and motor vehicles. Generally thes 
ply on city roads and it is now being felt thal 
bodies should get a share out of the income 
head. 


ANNEXURE ‘A* 
Statement of Income of Local Bodies 



ANNEXURE ‘A’—Contd. 
Statement of Expenditure of Local Bodies 




1950-51 


1951-52 

1952-53 

Municipalities , 

• 

27,20,951 


27 , 75 , 8 i 7 

34 > 45,369 

Small Town Committees . . 

. 

8.40,503 


>2,47,569 . 

> 3 , 32,1 >4 


ANNEXURE ‘B* 






Income from Tax Revenue & Non-tax Revenue 





Municipal Committees 

_______ A _ ! _ 


Small Town Committees 



Tax revenue Non-tax revenue Ratio 


Tax revenue 

1 

Non-tax revenue Ratio 

* 95 °- 5 > . . . . 

. 21,97,695 4.42,757 84:16 


10,28,220 

1,62,356 

87:13 

1951-52 . . . . 

. 26,37,251 5.>3,840 84:16 ■ 


>>, 59,459 

1,56,428 

88:12 

> 952-53 .... 

. 27,70,834 5,36,106 84:16 


12,76,839 

>,65,485 

89:11 


ANNEXURE ‘C’ 

Incidence of Expenditure on the Collection of Octroi Tax 

Category of Local Bodies Income from octroi Expenditure on collec- Incidence of expendi- 

tion of octroi ture on income 


Municipal Committees 
Small Town Committees 


General Information 

1 . Number .......... Municipalities . 

Small Town Committees 

.Population • • - . „ . , , Municipalities 

Small Town Committees 

3. Total income from all sources.Municipalities 

Small Town Committees 

4. Total income from rates and taxes . . . . . . Municipalities 

Small Town Committees 

5. Per Capita incidence of Total income.Municipalities 

Small Town Comittees 


37,70,834 4.67,423 

12,76,839 2,54,921 


6 fV Capita incidence of income from taxes .... Municipalities 

Small Town Committees 


17% 

20% 


at 

37 

450724 

198002 

29,07,120 

14,70,672 

24.53.841 

>i.75.5«>9 

Rs. As. Ps. 
6 7 3 
769 

5 7 > 
5 >4 > 


Details of income 

Tax Revenue : 

(i> General Property Tax .—This is not at present 
in force in any local body. Patiala Municipality is how¬ 
ever, levying House Tax with effect from 1 - 1 - 1954 . 

(ii) Service Taxes .—In a few local bodies there is 
conservancy tax at a very nominal rate. The income 
from this tax is very negligible. 

(iii) Local Fund Cases .—Not in force in this State. 

(iv) Tools .—Not in force here. 

(v) Octroi and Terminal Taxes .—Octroi without re¬ 
fund based on maundage is in force in the local bodies 
in this State. The income from this source for the last 


three years for each category of local body is shown in 
Annexure ‘A’. 


(vi) Taxes on goods and passengers carried by road 
or inland water ways .—Not in force in any local body 
in this State. 


(vii) Taxes on vehicles, animals and boats .—In Local 
Bodies only license fee on vehicles is being charged. The 
license fee varies in different local- bodies. 


(viii) Profession Tax, (ix) Theatre Tax, (x) Pilgrim 
Tax and (xi) Town improvement and ‘betterment’—No 
such taxes are imposed. 
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General Note on Land^Re venue 


1. The assessment and collection of land revenue is 
regulated by the provisions of the Punjab Land Revenue 
Act, 1887 (Punjab Act No. XVII of 1887), in force mutotis 
mutandis in this State. Land revenue is assessed at the 
time of settlement. The term of settlement usually 
ranges from 10 to 40 years. The rate of land revenue 
can be revised only when a new settlement is conducted. 
Land revenue thus remains more or less static for the 
duration of the term of assessment. The factors of high 
prices, larger production, higher rents etc. are taken in¬ 
to consideration at the time of the revision of assess¬ 
ment and have no relative significance so far as land 
revenue is concerned during the currency of the settle¬ 
ment. 

The chart attached as Appendix I will show as to 
when regular settlements were conducted in the vari¬ 
ous covenanting States merged in PEPSU. Under the 
provisions of the Punjab Land Revenue Act, an assess¬ 
ment remains in force till a new assessment takes effect 
notwithstanding the expiration of the fixed period. 

No appreciable change took place in land revenue 
either before or during and after World War II up to 
date as no settlement operations were undertaken. 

'2-A. In PEPSU land revenue is levied only on agri¬ 
cultural land. No land revenue is charged on land oc¬ 
cupied for non-agricultural purposes, except that in 
case agricultural land is diverted to non-agricultural 
purposes, land revenue is extinguished only after the 
expiry of the current settlement. However, in case agri¬ 
cultural land is acquired by the Government for a State 
purpose under the acquisition law and is diverted to a 
non-agricultural use then the land revenue in respect of 
such land is extinguished. 

Land revenue is of two kinds namely, fixed and fluc¬ 
tuating. Generally it is of a fixed nature and fluctuat¬ 
ing land revenue is assessed on those areas only which 
are subject to alluvion and diluvion and where the rais¬ 
ing of crops depends upon flood water. Land revenue 
demand is made up of:— 

(1) Land revenue (including Muafls and Jagirs); 
and 

(2) (a) Local ranging from 10% to 50% of the 
land revenue. (Low percentage is found only in 
Himachal Pradesh villages absorbed in Kohistan 
district in connection with the adjustment of en¬ 
claves.) The local rate is meant to meet expendi¬ 
ture on account of schools,- hospitals, post 
offices and roads. 

(b) Lambardari cess @ 4% of land revenue. 

(c) Zaildari cess @ 1% of land revenue. 

(d) Patwari’s cess @ 4% of land revenue. 

The rate of land revenue is based on different kinds of 
soil and does not vary with tenures, tenancies and types 
of .crops. 

The following statement shows the land revenue de¬ 
mand for the years 52-53 and 53-54:— 

Sanctioned Actuals Sanctioned 
for for for 

1952-53 1952-53 1953-54 


1. Fixed Land Revenue . 75,10,000 69,57,922 80,00,000 

2. Fluctuating and Revenu . 12,500 2,233 13,000 

3. Local rate and cesses . 13,50,000 12,67,521 16,50,000 


Total . 88,72,500 82,27,676 96,63,000 


2-B.*The area under settlement is divided into a num¬ 
ber of assessment circles. A separate set of rates is 
fixed for each assessment circle. Land revenue rates 
differ from one circle to another. Different rates are 
fixed according to the nature and quality of soil e.g., 
Chahi, Nehri Barani, Banjar etc. Land revenue rates 
and assessment fixed at the time of settlement for a spe¬ 
cific period do not undergo any change during the cur¬ 
rency of its term. The standard of assessment pres¬ 
cribed under Section 48-A of the Punjab Land Revenue 
Act (Punjab Act No. XVII of 1887), is one fourth or 
25% of the estimated value of net assets of an assess¬ 
ment circle. 


The Policy in respect of land revenue being different 
in the eight covenanting States, there is a great dis¬ 
parity here and there not only in rates but also in the 
standard of assessment. Resettlement operations have 
been started in order to remove this disparity and bring 
the rates on a rational basis. 

3. Before the advent of agrarian reforms the follow¬ 
ing noted forms of land tenure were found in the 
States:— 

1. Peasant proprietors. 

2 . Occupaijcy tenants. 

3. Special tenants from the erstwhile States of Farid- 

kot and Kapurthala, viz. (i) Muzarian-i-Shartia, 
(n) Chakotedaran Khas, (iii) Muzarian Tabe 
Marzi Malik, Civ) Muzarian Bila Taiyan Sifat, 
(v) Chakotedaran Nautor, (vi) Muzarian Dar- 
bandi, (vii) Muzaitfan Bardasht Sabaq, (viii) 
Muzarian Jadid Bashara, (ix) Muzarian Basha- 
ra Parta. These tenants were classed as special 
tenants because they did not fall under any of 
the categories recognised by the Punjab Tenan¬ 
cy Act No. XVI of 1887. 

4. Tenants-at-will. 

5. Lessees. 

At certain places Ala Malkiat (superior ownership) 
rights and Adna Malkiat (inferior ownership) rights 
were enjoyed by two sets of proprietors in respect of 
the same land. The Ala Maliks had no direct connec¬ 
tion with the land. They charged some nominal rent 
annually from the Adna Maliks. The rights of Ala Mar- 
kiat vested in the Government also in respect of certain 
lands. • 

In 1947 the former Patiala State had ordered, vide 
Farman-i-Shahi No. 6 dated 11th March, 1947, that all 
occupancy holdings should be partitioned between the 
landlords and the occupancy tenants in the ratio of 1-2 
The occupancy tenants were to acquire rights of pro¬ 
prietorship in the lands falling to their share whereas 
their rights of occupancy in the lands falling to the 
share of the landlords were to be extinguished. 

After formation of the Union, the Farman-i-Shahi was 
repealed and the Patiala and East Punjab States Union 
"P°tKi on of Blsweda ri Ordinance, 2006, was promulgat- 
f Th f P nnci P le laid down in the Farman was mainly 
followed in the Ordinance and the occupancy tenants 
were given proprietory rights in three-fourths of th»l r 
holdings whereas the landlords were left with the re¬ 
maining ith share by way of compensation. The occu¬ 
pancy tenants were given option to purchase the land¬ 
lord’s share also. 

In !950 PEPSU Agrarian Reforms Committee was ap- 
pointed under the Chairmanship of Shri Venkatachar, 
report on the agrarian problem in PEPSU. 
J u hls Committee was yet looking into the problem when 
the PEPSU Government, vide notification No. 8B dated 
26th April, 1951, conferred rights of occupancy on all 
special tenants enumerated above in respect of Govern¬ 
ment owned lands. 

Some landlords ejected their non-occupancy tenants 
to forestall impending agrarian reforms. The PEPSU 
Government therefore enacted the PEPSU Tenancy 
(Temporary Provisions) Act, 2008, to impose restric¬ 
tions on ejectment. This was to remain in force for only 
2 years. The Act had the desired effect. 

In the meantime Venkatachar Committee Report was 
published. The Government, guided by the recommen¬ 
dations of the Committee, conferred full proprietary 
aforesaid Special Tenants, vide notification 
No. RD.8(54)F-52-95 dated 5-11-52, who had already 
been given the rights of occupancy tenants without 
being charged any compensation. 

The three Acts namely, the Patiala and East Punjab 
States Union Abolition of Ala Malkiyat Rights Act, 1953, 
the Patiala and East Punjab States Union Occupancy 
Tenants (Vesting of Proprietary Rights) Act, 1953, and 

Patiala and East Punjab States Union Tenancy and 
Agricultural Lands Act, 1953, have been enacted recent¬ 
ly u? y A th . e °P el ;ation of the Abolition of Ala Malkiyat 
Rights Act the intermediaries between the Government 
and the tiller of the soil have been abolished. By virtue 
of the Patiala and East Punjab States Union Occupancy 
Tenants (Vesting" of Proprietary Rights) Act the occu¬ 
pancy tenants have secured rights of ownership in their 
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holdings. The third Act i.e., the Tenancy and Agricul¬ 
tural Land Act is the most important piece of legisla¬ 
tion in connection with agrarian reforms. This Act pro¬ 
vides security of tenure to tenants-at-will as well as the 
right to purchase the land cultivated by them from the 
land owners. 

These reforms, however, will have no direct eifect on 
the total land revenue demand. 

4. The Punjab Land Revenue Act, 1887, (Punjab Act 
No. XVII of 1887) enforced in this State mutatis mutan¬ 
dis regulates the assessment and collection of land re¬ 
venue. Its main features in this respect are detailed 
below:— 

(1) Assessment of land revenue .—At the time of set¬ 
tlement, statistics regarding soils of land, yield, prices, 
rain etc. are compiled on the basis of which assessment 
papers are prepared. These are prepared separately for 
each assessment circle. Land revenue is assessed for 
each assessment circle as a whole, and land revenue 
rates are worked out for different soils, i.e., Chahi, 
Barani, Banjar etc. The assessment so fixed is spread 
over the villages constituting the circle. It remains in 
force for the term of settlement. The standard of assess¬ 
ment, prescribed under Section 48-A of the Punjab Land 
Revenue Act, 1887, is Jth or 25% of the estimated value 
of net assets of the assessment circle. 

(2) The collection of land revenue so assessed .—Land 
revenue is collected through village officials, viz. Lambar- 
dars, who are paid remuneration for their services at 
the rate of 4% of land revenue collected by them. 
'Patwaris help the Lambardars in collection of the land 
revenue. Lambardars and the village proprietary body 
are jointly and severally responsible for payment of land 
revenue of a village. 

If the land- revenue demand of any village falls in 
arrear coercive measures provided in the Punjab Land 
Revenue Act No. XVII of 1887 are availed of by the 
district revenue officers. 

5. The settlements were conducted in the various 
Covenanting States merged in PEPSU at different 
times. 

In 1929 settlement in Nabha State, in working out the 
assessment the Settlement Officer compared rates work¬ 
ed out on the produce estimate based on kind rents 
and the cash rent estimates based on the cash rent rates 
then prevailing. For working out the produce estimates 
the areas taken were the average areas matured under 
each crop during the settlement quinquennium. The 
yields and prices were assumed. Deductions were made 
for menials dues and in the case of canal cultivation 
for the share of Abiana borne by the owner. The pre¬ 
vailing rate of Batai was taken, which was found then 
to vary generally from 2/5th to l/3rd. Cash rent esti¬ 
mates were based on cash rent rates as attested to pre¬ 
vail at the time of settlement. The Settlement Officer 
however based his net estimate on the actual produce 
estimates and not on cash rent estimates. The assess¬ 
ment was fixed at near about l/3rd of net assets worked 
out on the produce estimate basis. 

In settlement in Patiala the assessment was fixed at 
62£%. State’s share based on produce estimates on 
which total value of the produce was worked out at an 
average rate over the cycle of years. 10% deduction 
was made for expenses of seed etc. Owner’s share vary¬ 
ing from 2/5th to l/3rd prevailing in the tehsils was 
taken. To that was added miscellaneous income by sale 
of fruit, grass etc., and state’s share on this figure was 
taken at 62£%. 

6 . The term of settlement in almost all the tahsils of 
Patiala expired during the slump years of 1936-37. Only 
revision of assessment was done by applying the old 
rates for various classes of land, e.g., chahi and nahri 
after taking into account the changes of land from one 
class to another that might have taken place during the 
currency of settlement. The term of this revision has 
expired in some and will be expiring within the next 
two or three years in others. The tahsils in which se¬ 
cond revision was not taken up were only such tahsils 
where enhancement was taken by introduction of Nahri 
parta and no other enhancement was expected on revi¬ 
sion over and above the Nahri parta. In other states 
revision settlements could not be undertaken because of 
paucity of trained staff. 

The work of survey and map correction started about 
a year back as a preliminary measure to be taking up 
of revision settlement operations. No steps were taken 
before that for the revision settlements although the 
term of settlement of many States had already expired. 
As a general rule, map correction was ordered to be car¬ 
ried out in the villages in which less than 20% of fields 
had changed and in villages where changes were over 
20% re-measurement was ordered, This work was being 


carried on by the land record patwaris helped by a 
small field staff recruited directly for settlement pur¬ 
poses. Much progress could not be achieved in these 
operations on account of opposition met from land 
owners who demand that these operations should be 
postponed to be taken up only after the completion of 
consolidation operations which are in progress. A five' 
years plan has been drawn up according to which the 
entire area of PEPSU is to be consolidated by 1956-57. 
The face of the map changes entirely after repartition 
in consolidation. Any energy or money spent over map 
correction or resurvey at this stage for settlement pur¬ 
poses, when consolidation operations are in progress, 
would be a waste. The demand of the cultivators there¬ 
fore, is reasonable. It has now been decided to amalga¬ 
mate these two operations and the work of collection of 
data and that the soil classification should be done side 
by side with the consolidation operations. No separate 
map correction of settlement operations will, therefore, 
be done. The consolidation staff headed by a Settlement 
Officer who is incharge of one unit of work or district will 
also look after settlement work after he has prepared 
a new Shajra after repartition. In consolidation opera¬ 
tions new record of rights have also .to be prepared. 
These could be utilised for settlement purposes with the 
addition of some records of Wazib-ul-Araj etc., which 
are specially prepared in'settlement operations. 

A programme has been drawn up for the next field 
season’s work for consolidation and revision settlement 
according to which four Settlement Officers parties will 
be working in Bhatinda, Faridkot, Sangrur and Raj- 
pura tehsils where the term of settlement has either ex¬ 
pired or will expire during the next two years, during 
which consolidation and settlement operations will be 
taken in hand side by side. 

Consolidation operations were going on in some of 
the States prior to the formation of the Union. This 
work was taken up on a large and organized scale on a 
five year plan basis in 1951-52, but no tahsil has so far 
been completed. As such settlement operations cannot 
begin in them unless the remaining villages are also 
completed. The position in Malerkotla, Kapurthala and 
Nalagarh has been made difficult for revision settlement 
purposes on account of 12i% abatement in revenue hav¬ 
ing been allowed in some of their villages because of the 
assessment being already high as compared with that in 
the neighbouring Punjab villages. No amount of increase 
can thus be levied immediately in them. Bhatinda and 
Faridkot which are expected to give an increase are 
being taken up. No forecast reports have been prepared 
for any of the tahsils in which the term of settlement 
has expired and in the absence of these reports it is not 
possible to give any figures of increase in revenue. Steps 
are being taken to appoint officers for preparing fore¬ 
cast reports. There will be no point from the fiscal point 
of view in carrying out revision settlement operations 
at heavy costs in those areas where abatement in reve¬ 
nue has been given as recently as last year, even though 
the term of settlement may have expired there. 

In the new administrative set up, tahsils have been 
formed of villages which were under different states 
prior to the formation of the Union and the term of set¬ 
tlement in them expires in different years. Position can 
be regularised by extending the term of settlement in 
villages so as to coincide with the term of the remain¬ 
ing villages. 

Another difficulty is that the existing maps are on 
different scales in different villages though now includ¬ 
ed in one and the same tahsil. They will have to be 
brought on an uniform scale. 

7. Under the Abolition of Ala Malkiyat Rights Act, 
the rate of compensation fixed is five times the amount 
of annual rent payable to Ala Malik. Where no rent is 
payable the compensation will be awarded at the rate 
of 5% of the land revenue assessed on the holders. 

Under the occupancy tenants (Vesting of Proprietary 
Rights) Act, the rate of compensation will be deter¬ 
mined in the following manner:— 

(a) Where the rent payable by the occupancy tenant 
is expressed in terms of the land revenue in res¬ 
pect of the land, the amount of compensation 
shall be twelve times the annual rent thereof 
exclusive of land revenue and rates and cesses; 

(b) Where the rent payable by the occupancy 
tenant is not so expressed in terms of the land 
revenue in respect of the land, and— 

(i) If the rent is payable in cash, whether as 
a fixed amount or at a fixed rate with 
reference to the area of the land, the 
amount of compensation shall be twelve 
times the annual rent thereof exclusive 
of land revenue and rates and cesses or 
twelve times the land revenue including 
rates and cesses payable by the landlord in 
respect of the land, whichever amount is 
less ; or 
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(ii) If the rent is payable wholly or partly by 
a division or appraisement of the produce 
on the basis of batai, the amount of com¬ 
pensation shall be twelve times the land 
revenue including the rates and cesses pay¬ 
able by the landlord in respect of the land; 

(c) Where no rent is payable by 1 the occupancy 
tenant in respect of the land, the amount of 
compensation shall be an amount equal to the 
land revenue and rates and cesses payable 
by the landlord in respect of the land. 


8 . There is no legislation on the subject of Co-opera¬ 
tive farming in the State. 


9. Alienation of land revenue in this State has taken 
place in the form of Jagirs and Muafls. The grants made 
by the Governments of covenanting States are being 
continued but no fresh grant has been made. No figures 
regarding the total amount of Jagirs and Muafls are 
available. 


10. Land revenue is realised in two six monthly ins¬ 
talments after the harvesting of Kharif and Rabi crops 
respectively. When a natural calamity affects crops and 
land owners are unable to pay anything, land revenue is 
suspended or remitted as warranted by circumstances. 
Seasonal vicissitude, such as draught, floods, excessive 


rains and floods, hailstorms, invasion of locust swarms 
etc., generally account for the suspension or remission 
of land revenue following the loss of crops. The cir¬ 
cumstances under which suspension and remission are 
made are either ordinary which are usually widespread 
or extraordinary which are usually local and isolated. 
The extent of damage to crops and the capacity of 
payers to pay land revenue are taken into consideration, 
when it is proposed to suspend or remit it owing to 
unforeseen calamities. While a Deputy Commissioner 
himself is competent to grant suspension of land reve¬ 
nue, remissions are sanctioned by a Commissioner up to 
Rs. 5,000 per district and by the Financial Commissioner 
without any limit. The scale of remission is as 
follows : — 

(1) If the extent of damage is 12 annas and above 
in a rupee the whole of the land revenue is re¬ 
mitted. 

(2) If the extent of damage ranges between 10 and 
12 annas in a rupee, half the land revenue is 
remitted. 

(3) If the extent-of damage is between 8 and 10' 
annas one-fourth of the land revenue is remit¬ 
ted. 


The following amounts of land revenue were suspend¬ 
ed or remitted during the last four years:— 


SI. No. 

Name of District 


Crop affected 

Amount of land 

revenue 


Suspended 

Remitted 

I 

Sangrur District .... 

• 

, , . Kharif 195* . 

48,663 0 0 

• . 

2 

Barnala District .... 

• 

. . , Kharif 1950 . 

•• 

51,170 0 0 

3 

Kapurthala District .... 

• 

. . . Rabi 1950 

•• 

7,675 4 9 

4 

Mahendergarh District 


. . , Kharif *951 . 

Total 

4,84,4*8 7 3 

5 , 33 ,o 8 i 7 3 

58,845 4 9 


11. As regards answer to this question, please see 
answer to question No. 2-A. 

12. As already stated in answer to question No. 2, no 
land revenue is assessed on land used for non-agricul- 
tural purposes. 


in the duties and functions of revenue staff. The exist¬ 
ing organisation is working satisfactorily. 

The figures of expenditure and receipt for the years 
1949-50, 1950-51 and 1951-52 are given below:— 

Years Receipts Expenditure 


13. For the purpose of revenue administration, the 
State is divided into eight districts and twenty-four 
tahsils. Tahsils are further divided into Qanungo’s and 
Patwari’s Circles. A Qanungo’s circle consists of 15 to 
40 Patwari’s circles whereas a Patwari’s circle usually 
comprises 3 or 4 revenue estates. 


The districts are in the charge of the Deputy Com¬ 
missioners who are invested with powers of Collector. 
At each district headquarters there are Assistant Com¬ 
missioners or Extra Assistant Commissioners who ex¬ 
ercise powers of Assistant Collector 1st grade. A Tah- 
sildar and a Naib Tahsildar with the powers of an 
Assistant Collector 2 nd grade are posted in each tahsil. 
The actual field work is done by the Field Qanungo 
and the Patwari. The Deputy Commissioner exercises 
control over all his subordinate revenue officers. Deputy 
Commissioners are subordinate to the Commissioner who 
is subject to the general superintendence and control of 
the Financial Commissioner. The Financial Commissioner 
is head of the revenue administration. 


■949-50 . . . . . . 96,7h373 *3,73,5*7 

* 950 - 5 * . • . . • • 95,57,338 * 4 , 69,846 

*95 *-5*.. 1 , 00 ,**,ooo 15 , 63,300 

14. Appeals against assessment orders of the settle¬ 
ment Officer lie to the Commissioner and to the Finan¬ 
cial Commissioner against the appellate orders of the 
Commissioner. 


15. During the past years, land revenue used to fall 
in arrears in Biswedari (landlord’s) villages owing to 
strained relations between landlords and tenants. Huge 
arrears were inherited from the different covenanting 
States. Agrarian troubles have been removed to a great 
extent by the introduction of agrarian reforms legisla¬ 
tion. Recently a collection drive was launched, the re¬ 
sult of which was that most of the arrears were realised 
and the small balance left would be collected soon. The 
following statement will illustrate the position. 


Estimated cost of collection of land revenue is:— 

1. Administration (revenue establishment from *5,63,300 
Commissioner down to Patwaris). 

a. Pachotra @ 4% of land revenue payable to 3,83,400 
Lambardars. 

3. Zaildari (and Safedposai) cess @ 1 % of land 96,030 

revenue demand. ' - 

Total . 30,43,330 


No steps have been taken for the re-organisation of 
land administration, nor is there any proposal to this 
effect under consideration. There has been no change 
21—2 T. E. Com. Bom. 


Comparative statement showing the position re : collec¬ 
tion of land revenu at the close of the financial year 
1952-.53 and the present position up to the end of Sep¬ 
tember, 1953. 


* 952-53 

1 

Up to the end of September, 



*953 

Collection 

Balance 

Collection 

Balance 

83,37,676 

3 *,a*, 3*4 

63,37,000 

11,31,000 
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APPENDIX I 


Statement showing dates of settlement tahsil-wise in respect of PEPSU 


No, Name of District Name of Tahsil 

Year in 
which 
regular set- 
dement was 
undertaken 

Duration 

Year 

of 

expiry 

Year in which 
spl. assessment 
was under¬ 
taken in res¬ 
pect of reclai¬ 
med areas 

Duration 

Year 

of 

expiry 

Remarks 

1 Patiala . .1. Patiala 

1906 

30 years 

>936 

>937 

10 years 

p 947 






>947 

10 years 

>957 


Naili Patiala 

1905 

20 years 

>925 

1926 

10 years 

> 93 6 






1936 

10 years 

1946 






>947 

10 years 

>957 


Naili Ghanaur 

1907 

20 years 

1927 

1927 

10 years 

>937 






>937 

10 years 

>947 






>947 

10 years 

>957 


2. Nabha . ■ . 

1929 

20 years 

>949 

• • 

, . 

, , 

Regular settlement was 


sanctioned in July, 
1929, but the enfor¬ 
cement of Jama was 
postponed and was 
enforced with effect 
from Kharif 1944 and 
will expire in 1964. 




3. Rajpura 

1905 

30 years 

>935 

>935 

10 years 

>945 








>945 

10 years 

>955 


2 

Sangrur . 

t. Narwana . 

•• 

•• 

• • 

>944 

10 years 

>954 




2. Sunam 

.. 

.. 

.. 

>945 

10 years 

>955 




(Bhawanigarh) . 

.. 

«. 

.. 

1946 

10 years 

1956 




3. Sangrur 

1930 

20 years 

> 95 ° 

•• 

•• 

•« 




4. Jind 

1927 

20 years. 

>947 


•• 

• • 


3 

Bhatinda 

I. Bhatinda . 

•• 

. 


>933 

10 years 

>943 




2. Mansa 

.. 

.. 


>937 

10 years 

>947 




3. Faridkot 

1909 

20 years* 

>939 

•• 

' •• 



4 

Mahendragarh 

1. Narnaul 

>905 

30 years 

>935 

1936 

10 years 

1946 




2. Mahendragarh . 

> 9°5 

30 years 

>935 

1936 

10 years 

1946 




3. Dadri 

1928 

20 years 

1948 

•• 

. 

•• 


5 

Bamala . 

I. Barnala 

1903 

30 years 

>933 

>937 

10 years 

>947 




2. Dhuri 

>905 

30 years 

>935 

> 937/47 

10/10 years 

> 947 / 




3. Malerkotla. 

1885/1912 

20/30 

years 

1905/42 

•• 

•• 

>957 




4. Phul 

1901/1922 

20/20 

years 

1921/42 

•• 

•• , 

•• 


6 

Kandaghat 

1. Kandaghat 

1907 

30 years 

>937 

> 93 » 

20 years 

1958 




2. Nalagarh . 

1925 

20 years 

>945 

•• 


•• 




3. Dera Bassi 

> 9>4 

25 years 

>939 

... 

.. 

.. 




(Sub Tahsil'i 







7 

Fatehgarh Sahib 

l. Sirhind . . 

1905 

30 years 

>935 

1936 

10 years 

1946 








>947 

10 years 

>957 




2. Payal . . 

1905 

30 years 

>935 

1936/47 

10/10 years 

1946/ 










>957 




3. Amloh 

1929 

20 years 

>949 

. . 

., 

, , 

Regular settlement was 










sanctioned in July, 










1929, but the en¬ 
forcement of Jama 
was postponed and 
was enforced with 










effect from Kharif 










1944 and will expire 
in 1964. 

8 

Kapurthala 

1. Kapurthala * 

1921 

30 years 

> 95 > 

. . 

.. 





(Sultanpur) 

1922 

30 years 

>952 


. • 





(Dona Circle) 

1925 

30 years 

>955 

. . 

.. 





(Bholath Circle) . 

1926 

30 years 

1956 

• . 

.. 





2. Phagwara , 

> 93 <> 

30 years 

>960 

. . 











MEMORANDUM IV 


Reply to Questions Relating to Excise and Taxation Department, as Contained 
in the Questionnaire of Government of India Enquiry Commission 


The Excise and Taxation department administers the 
following Acts on the taxation side:— 

(1) PEPSU General Sales-Tax Ordinance, 2006. 

(2) Patiala Entertainment Duty Act, 2002, and 

(3) Patiala Motor Spirit (Taxation of Sales) Act, 
1997. 

and the rest, namely,— 

(1) Excise Act, 

(2) Opium Act, and 


the department. In this respect, it may be stated that 
under the Ordinance, the assessee has been allowed the 
facility of depositing the tax collected after every quar¬ 
ter of a year and is required to pay only additional tax 
demanded from him, after the finalization of his assess¬ 
ment of the preceding year. At the time of assessment, 
the assessee is normally required to deposit the addition¬ 
al demand within a month of the receipt of the demand 
notice handed over to him, and if he fails to deposit the 
additional tax within the .stipulated period, the Assess¬ 
ing Authorities are empowered under Rule 45 of the Act 
to apply to the Collector of the district for recovering 
the amount as arrears of land revenue. 


(3) PEPSU Manufactured Tobacco (Regulation of 
Possession and Sales) Act, 2008. 

on the Excise side. The questionnaire • does not deal 
with the Patiala Motor Spirit (Taxation of Sales) Act, 
except- that in one of the questions a slight reference 
to this Act is given. Similarly no question relates to 
Manufactured Tobacco Act either. The rest of the Acts 
are being dealt with as follows: — 

1. PEPSU General Sales-Tax Ordinance, —The Ordi¬ 
nance was introduced on 16th November, 1949 i.e., 1st 
Maghar, 2006, but was actually put in practice from 
23rd November, 1949, i.e., 8th Maghar, 2006. The main 
features of the tax are as follows:— 

(i) Registration of the dealers, 

(ii) Assessment, 

(iii) Collection of Tax, 

(iv) Redress of the grievances of the dealers by ap¬ 
pellate and revisional authorities. 


(iv) Redress of the grievances of the dealers by 
appellate and revisional authorities. —Under the provi¬ 
sions of the Act, the assessee, if aggrieved over the 
assessment made, he can seek redress under section 20 
of the Ordinance, by filing an appeal within two months 
of the assessment order before the Deputy Commission¬ 
er, Sales-Tax, who is the appellate authority and is also 
authorised to entertain and decide appeals even on part 
payments of the tax' provided he is convinced of the 
merits of the case. The provisions of revision before the 
Excise and Taxation Commissioner and also the Finan¬ 
cial Commissioner are open to the assessee under section 
21 of the Ordinance. Another facility given to the 
assessee under the provisions of the Act is that he can 
apply to the Commissioner for the decision of any im¬ 
portant point of law under section 18 or can go to the 
High Court under section 22 of the Ordinance, The 
decision of High Court or the Supreme Court are bind¬ 
ing while administering the tax. The powers of issuing 
summons and proceeding with the appeals or revisions 
are also derived by the authorities under Rule 64. 


(v) Cancellation of Registration Certificates due to 
closure of business or for any other circums¬ 
tances, and ’ 

(vi) Offences and penalties. 

(i) Registration of the dealers. —At the time of intro¬ 
duction of the Sales-Tax Ordinance, the dealers whose 
gross turnover had exceeded the taxable quantum in the 
preceding year were registered under section 4(i) and 
three month’s time was allowed to them to get them¬ 
selves registered under the Ordinance with an assur¬ 
ance that if they get themselves registered within this 
time they would be treated to have been registered 
from the first date of the introduction of the Ordinance. 
The main function of Section 4(i) was to register such 
dealers instantaneously who were liable to be regis¬ 
tered on the first date. After the first two years of its 
enforcement Section 4(i) became more or less infruc- 
tuous and section 4(2) came into play, whereby all the 
dealers whose liability was settled in the subsequent 
years were and are being registered. Section 4 was 
connected with the provisions of Section 7 of the Ordi¬ 
nance, and a dealer can only be registered when both 
the Sections apply to him. Apart from this, the provi¬ 
sions of Section 8 of the Ordinance also existed for the 
facility of the dealer that he could get himself registered 
voluntarily soon after his turnover had exceeded the 
quantum of Rs. 5,000 and in that case the liability of 
paying tax would devolve on the dealer from the date of 
his obtaining the Registration Certificate. 


(v) Cancellation of registration certificates due to 
closure of business or for any othpr circumstances — 
Cases of such dealers who close their business from time 
to time or in whose cases the department is satisfied 
that the dealers were registered wrongly or dealers Who 
get themselves registered under section 8 and then with¬ 
in three years of their registration it is found that their 
turnover never exceeded the taxable quantum, are can¬ 
celled under section 7(6) of the Ordinance, read with 
Rules 11 and 12 of the PEPSU General Sales Tax Rules, 
2006. 

Offences and penalties— Offences under the 
PEPSU General Sales Tax Ordinance, 2006, can be classi¬ 
fied into the following heads:v- 

(a) offences against registration, 

(b) offences relating to accounts, and 

(c) offences relating to returns. 

The offences against registration can possibly be:— 

(i) to carry on the business without being regis¬ 
tered. 

(ii) to falsely represent while purchasing goods 
that one is a registered dealer and that one is 
authorised to purchase a particular commodity 
on the strength of one’s certificate. 


(ii) Assessment. —After the close of every financial 
year the assessment proceedings for the preceding year 
aTe started under the provisions of the Ordinance, which 
are divided into two categories:— 

(a) such assessment where the dealer has presu¬ 
mably submitted incorrect returns and is re¬ 
gistered under the Ordinance. 

(b) such cases where the dealer has wilfully re¬ 
frained from getting registered. 

The assessment is made under Section 11 of the Ordi- 
m ! ng to the procedure laid down in Rules 
16 to 38. While conducting the assessment proceedings, 
the Assessing Authority is empowered under the provi¬ 
sions of Code of Civil Procedure, 1908, in force in this 
State, to secure attendance, and examination on oath or 
affirmation, of persons and production of documents. 
The Asse ssin g Authority can also issue a summon in 
Form ST-XXI, prescribed under the Ordinance for the 
appearance of any other person as witness or for the 
production of a document or documents by him. 

(iii) Collection of tax. —After the assessment has been 
finalised, the collection of tax is the most important 
feature of the tax to draw the immediate attention of 


The offences relating to accounts can be further classl- 
ned as follows:— 

(i) failure to keep accounts and records of pur¬ 
chase and sale in accordance with the direc¬ 
tion of Assessing Authority under section 13. 

(ii) refusing to produce accounts or documents to 
furnish correct information relating to stock of 
goods, purchases, sale or deliveries, under sub¬ 
section (1) of section 14, 

(iii) knowingly producing incorrect accounts, docu¬ 
ments, or any other information. 

The different offences relating to returns can be as 
follows:— 

(i) failing without sufficient cause to submit re¬ 
turns, 

(ii) to submit a false return. 


All the above-mentioned offences are punishable 
under section 23 with fine not exceeding Rs. 1,000 ant 
when the offence is a continuing one. with a daily fine 
not exceeding Rs. 50 during the period of its continuance 
before the court of a Magistrate. These offences are alsc 
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compoundable subject to sucn conditions as prescribed 
by the Commissioner, under section 24 of the Ordinance 
with a maximum composition fee of a sum of Rs. 1,000 
and where the offence relates to the contravention of 
sub-section (1) of section 7 that no dealer, liable to pay 
tax under this Ordinance, shall carry on business as a 
dealer unless he has been registered and possesses a Re¬ 
gistration Certificate, or a registered dealer fails to sub¬ 
mit any return without sufficient cause, the amount com¬ 
poundable shall not exceed double the amount of tax, 
which would have been payable by the dealer if he had 
complied with the provisions of this Ordinance, which¬ 
ever is greater. 

2. During the past few years that the General Sales 
Tax Ordinance has remained in force in PEPSU, we 
have taken up the following important amendments re¬ 
lating to the main features of the Ordinance. 

(a) amendment of section 4(2), 

<e>) amendment of section 11(2). 

(c) deletion of section 14(2) and (3). 

(d) amendment of section 20, 

(e) amendment of section 21, and 

(f) incorporation of section 28 in the Ordinance. 

Amendment of Rules 26A, 2A, 61A, 60A and 66(iii), 
(iv), (v) have also been taken up 'to bring the rules in 
line with the amended Act in regard to Sections 21 and 
28. Section 4(2) was amended to restrict the control over 
the registration of a dealer. Previously a dealer was 
liable to be registered within the first three months after 
the year in which his turnover had exceeded the taxable, 
quantum. But the amended section 4(2) has made it 
imperative for a dealer to get himself registered within 
two months after the month in which his gross turn¬ 
over has exceeded the taxable quantum. Section 11(2) 
w*>" amended to give more liberal and generous impli¬ 
cation of the Section. Previous to amendment, section 
11 (2) was applicable only to importers and manufactur¬ 
ers or purchasers.' But now it is applicable to any dealer 
registerable under the Ordinance Sub-Sections (2) and 
(3) of Section 14 were deleted to meet the grievances 
of the dealers in regard to searches of their premises, 
seizures and production of their accounts at the 
spot. All the officers of Sales Tax Department could 
use these powers before the amendment, which has 
been denied to them now. Section 20 was amended to 
give facility to a dealer in appeal and has authorized 
the appellate authority to decide an appeal if he is 
satisfied that the appellant has paid the amount of tax 
assessed on him in whole or in part, as the authority 
has directed him to do so. By the amendment of sec¬ 
tion 21, another step to meet in full the real grievances 
of the dealers has been made available. Now the second 
revision lies to the Financial Commissioner (Taxation) 
and the relevant rules 61-A, 66 and 68 have also been 
accordingly amended. The inclusion of section 28 was 
to bring the Sales Tax Ordinance in line with Article 
286 of the Constitution of India and Rule 26-A was also 
incorporated for the same purpose. 

3. The rate of Sales Tax is fixed @ 0-0-6 per rupee 
throughout the State. At the time of enforcement of the 
Ordinance, 53 items had been exempted from the pay¬ 
ment of sales tax. Eight new items have since been 
added to the Schedule of exemption which are as fol¬ 
lows:— 

1. 18A. Milk—except condensed and dried milk. 

2. 34-A. Manufactured tobacco, viz., tobacco in any 

shape or form intended for the purpose of 
smoking, chewing or use as snuff or any 
preparation or admixture of tobacco in¬ 
tended for the said purpose or use and in¬ 
cludes biris, cigarettes or cigars, but does 
not include tobacco leaves or unmanufactur¬ 
ed tobacco intended for purposes of Hooka 
Tobacco. 

3. 38-B. Canteen stores—sale of canteen stores by 

authorised canteen contractors exclusively 
sold to military personnels. 

4. 54. Hand made utensils. When sold by the 

maker of such utensils himself or by any 
member of his family; provided that the 
maker does not employ any outside labour 
or use power at any stage for making the 
utensils. 

5. 55. Earthenware made by Ghumars. 

6 . 56. Edible oils produced from Sarson, Toria, and 

Til in ghanies, but not in hydrogenated 
form e.g., vegetable ghee Vanaspati etc. 

7. 56. Kikar bark. 


8 . 58. Country made shoes (jooties) when sold by 

maker himself or by any member of his 
family provided that the maker does not 
employ any outside labour or use power at 
any stage for making the shoes. 

9. 59, Takhties. 

10. 60. Raw Wool. 

11 61. Agricultural implements except tractors. 

Out of these exemptions, items 56 and 61 
are most important from the revenue point 
of view. These items were exempted to 
give incentive to labour class who exclusi¬ 
vely employ crude method of extracting oil 
from oil-seeds. It has, however, affected 

the State Exchequer to the tune of about 1 
lacs. 

4. The administration of this tax is controlled on the 
secretariat level by the Finance Secretary to Govern¬ 
ment, who is also Financial Commissioner (Taxation). 
No extra expenditure has,, however, been incurred at 
that level, as this work is being done by the Secretariat 
Branch of Finance Department, who should have even 
otherwise existed. The Excise and Taxation Commis¬ 
sioner now administers the levy of this tax and has a 
Sales Tax Officer designated as Personal Assistant to 
assist him in the Head Office. The Financial Commis¬ 
sioner and the Excise and Taxation Commissioner hear 
the revisions in regard to the aggrieved assessees either 
after they have approached them after the appeals or 
directly after the assessment is made. There is a Deputy 
Commissioner of Sales Tax, whose main function is to 
hear appeals of assessment made by various Assessing 
Authorities and also to control the District Officers for 
the administration of this levy. We have four Sales Tax 
Officers and eight Assistant Sales Tax Officers in various 
districts of the Union to work as Assessing Authorities 
to dispose of the total number of cases of the assessees 
registered under the Ordinance. The assessees are re¬ 
quired to deposit tax collected by them after every quar- 

'ter of the year, and then pay the additional demand if 
assessed on them after the assessment is made. The 
function of the Inspectorate staff employed by this De¬ 
partment is solely to ensure the collection of the tax 
and when their efforts fail, the list of such arrears of 
tax is forwarded to the respective Deputy Commission¬ 
ers for realization of tax as arrears of land revenue. 
The total number of establishment employed by this De¬ 
partment is given in Appendix “I”. 

5. The cost of administration of this levy has been as 
follows for the years this Ordinance has remained in 
force in this State:— 


Year 


Receipts 

Expenditure 

Percentage 



Rs. 

Rs. 


1949-50 

* 

« 4,91,000 

l 9 , 3 21 

3*9 

J 950 - 5 » . - 


• 39 . 37,492 

3,06,000 

7*7 

i 95 «- 5 a 


46 , 53 »< 5 oo 

3,40,000 

7*3 

1 95 a *53 


• 46,37,ooo 

3,90,000 

8-4. 


Though at the face value percentage of cost of ad¬ 
ministration in relation to the collection may appear ex¬ 
orbitantly high, it may be pointed out that this cost 
of administration of Sales Tax also includes the admi¬ 
nistration of Entertainment Duty Act, Patiala Motor 
Spirit (Taxation of Sales) Act and Cinematograph Ex¬ 
hibition Tax Act, which bring to the Exchequer an addi¬ 
tional revenue of about 9 lacs, per year. This cost also 
includes some of the expenditure as the pay of Excise 
and Taxation Commissioner, the pay of his Personal 
Assistant and the Superintendent, who work for com¬ 
mon administration of all the Provincial takes adminis¬ 
tered by the Excise and. Taxation Commissioner and cah- 
not possibly be separated. This also includes the cost of 
collection of these taxes, which cannot be calculated 
separately. 

Efficiency of tax administration and tax collection can 
well be judged' if we compare the income per capita 
from Sales Tax with other States in India particularly 
Part ‘B’ States. The comparison is as under: — 


Year PEPSU Madhya Bharat Bihar 


• • • i a o ... 106 

x 95 l *5 a ■ • • 1 5. 3 120 o 15 o 

x 95®-53 • • • 1 5 * 140 o 14 7 
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The chart shows clearly that so far as the efficiency 
of the tax administration and tax collection is concern¬ 
ed, the machinery of the Taxation Department in PEPSU 
can compare favourably with those of the advanced 
States in India, Steps taken in the direction of improv¬ 
ing efficiency in the administration have been taken 
where such an emergency has arisen. 

In this State the assessee collects the tax from the 
consumers as usual and pays into the Government Trea¬ 
sury quarterly. To facilitate the procedure of payment, 
the assessee is provided with challan forms to do the 
needful. Such, assessee in this State is not to feel any 
hardship in regard to tax administration and tax collec¬ 
tion. This is in case of dealers who are registered and 
loyal to the Government. ■ If the registered dealers, who 
are the custodians of the Government revenue, indulge 
in practising fraud in regard to the payment of the 
exact amount collected from the consumers, they are 
dealt with under the various provisions of the PEPSU 
General Sales Tax Ordinance regarding offices and 
penalties mentioned elsewhere in the report. In our 
State the sales Tax, which was initiated only in the 
year 1949-50 has gained a sound footing. This can well 
be judged if we compare the per capita income with the 
neighbouring State i.e., Punjab. The comparison is as 
under : — 


Year 

PEPSU 

Punjab 

I 95 I- 5 & • • 

• • • 1-335 

1-331 

« 952-53 • 

. . . 1-331 

1-335 


If we make analysis of the per capita income shown 
above, it is noticed that increase in income in the year 
1951-52 over that of Punjab can be attributed to mainly 
tightening up control by the department over the busi¬ 
ness community. As regards the slight decrease in the 
year 1952-53, it is mentioned that the fall was noticed 
due to the slump in general market which crept in 
February, 1952 and had its effect throughout the year. 
It can however, safely be said that our State Which is 
rural in outlook and lacks in industries is maintaining 
good efficiency of tax administration and its collections. 

6 . In view of the annual receipts of sales-tax given 
above it can also be said that the receipts are showing 
downward .trend due to the fact that Sub-sections (2) 
and (3) of Section 14 of the PEPSU General Sales Tax 
Ordinance, 2006 were deleted in the year 1951, pre¬ 
vious to which the Assessing Authorities were enjoying 
the powers of searches and seizures and whose with¬ 
drawal has not only resulted, to a certain extent, in the 
decrease of our annual receipts, but also deprived this 
State of higher income which should have otherwise 
accrued. 

7. The arrears are also on the increase for which the 
obvious reason appears to be that due to slump in trade 
and consequently dull market, the traders are reluctant 
to part with money and they try to get as much benefit of 
late payment as they possibly can. Another reason ap¬ 
pears to be the lengthy procedure for collection of ar¬ 
rears through the Revenue Agency, which has got 
already multifarious duties to perform. The only feasi¬ 
ble solution which can improve the situation with regard 
to arrears is to invest powers of Collector in the appro¬ 
priate authorities Who actually administer the tax or 
even some higher authority within the department like 
Deputy Commissioner of Sales Tax or Commissioner. 

If the tax assessed and the penalties imposed by the 
Assessing Authority are not paid by the dealer in time 
prescribed, and falls in arrears, the Assessing Authority, 
under Rule 45, appljes to the Collector of the area in 
which is located the dealer’s office or Head Office, as 
the case may be, for recovering, as arrears of land re¬ 
venue, the whole amount of tax and/or penalty remain¬ 
ing unpaid giving the following particulars:— 

(a) name and full address of the defaulter, 

(b) amount recoverable, 

(c) period to which the amount relates, and 

<d) nature of amount due and head of account to 
which the amount should be credited. 

8 . Methods of evasion may be classified as follows:— 

(a) by importing goods in the name of bogus firms, 

(b) by hot properly entering goods into the account 
books either imported, from outside the Union 
or locally purchased; 

(c) changing the names of the firms so frequently, 
and thus evading registration; 


(d) by showing sale of taxable goods into tax-free 
goods and thus making this claim as sale of tax- 
free goods; 

(e) by maintaining fictitious account books, which 
are fundamentally wrong and not based on any 
principle of accountancy; 

(f) the import of goods especially of costly items 
imported through the Agency of Post Office is 
also another big source of leakage and demands 
strict control from the point of view of Admi¬ 
nistration of Sales Tax Act; 

(g) the import of goods like Motor Cars and refri- 
. gerators by road; and 

(h) import of other goods through Transport 
Agencies by road. 

It is very difficult to estimate the loss of revenues 
under each of the foregoing item of evasion, but in all 
this State stands to lose about Rs. 5 to 7 lacs of reve¬ 
nue per year as a result of these malpractices of eva¬ 
sion. The Government has been moved to instruct the 
Local Self Department to direct the Octroi Authorities 
to maintain detailed information about the persons who 
pay this duty, and the imports or other transactions, to 
enable the officials of this department to get further in¬ 
formation regarding the transaction of dealers. The 
Government has also been moved to restore the powers 
of sub-sections (2) and (3) of section 14 with a view 
to have a strict control over the assessees. The control 
over the Transport Agency has also been sought by this 
Department. 

Question No. 125. 

Under the Constitution the only sales or purchases 
which can be taxed are sales or purchases of goods. Do 
you consider that the sales tax should be extended to —• 

(i) services, so that the tax may be leviable on (a) 
charges for services proper (e.g., bills from a 
goldsmith or a printer), (b) charges for both 
services and goods where the two cannot be 
readily separated (e.g., hotel bills), and (c) 
charges for certain types of goods into the price 
of which service enters as a substantial ele¬ 
ment (e.g. paintings or photographs); and 

(ii) transactions of sale or purchase in stock ex¬ 
changes and future markets ? 

If so, please deal with the administrative and other 
issues which may arise in the implementation of your 
suggestions. 

(i) (a) In my view the charges of Sales Tax should 
not be extended to Sub-Clause (a) of the aforesaid 
question i.e., the tax on only services, proper, where it 
may relate to a goldsmith or a printer or a doctor or 
arty other man by profession such as tax will apparent¬ 
ly be resented by poor and working class of people. 
There may be, however, three categories Of such cases:— 

(1) services on tax-free goods sold as tax-free 
items. 

(2) services on tax-free goods sold as taxable items. 

(3) services on taxable goods sold as taxable items. 

In the first case obviously no tax has to be charged; 

the 2nd case is, however, on a different footing and 
gives a lot of scope for evasion. The goldsmith’s case 
is certainly one of them. In such cases we may con¬ 
sider the possibility of declaring the commodities on 
which services are done as taxable. The case of bullion 
specially will be dealt with later on. In the 3rd case 
the exclusive services as said above may not be charged 
as we already receive a substantial part of tax by way 
of levying on the raw material which is taxable in this 
case. 

(b) The charge for both services and goods where the 
two cannot be separated like hotel-bills and furniture 
makers bills, have to be taxed as only minute charges 
of services are involved in such sale of goods. It is not 
out of place to mention here that the taxes being levied 
practically in all the States on these items. 

(c) No tax should, however, be chargeable where the 
price of goods sold is almost entirely based on personal 
skill, knowledge, experience of ability or for the hire 
charges for the use of machines, instruments and 
camera material where the price of goods used in the 
preparation of these particular items, is either negligi¬ 
ble or a charge only as hire charges. In the first case 


*(i) Services on tax-free goods sold as tax, free items mean that both raw 
material used and finished products are free from sales tax. 

(2) Services on tax-free goods sold as taxable items means that raw material 
is free of tax but finished goods are taxable. 

(3> Services on taxable goods sold as taxable items means that raw materials 
as well as finished products are taxable. 



i6o 


it will also, in a way, affect the incentive of attaining 
such skills as sometime it may directly hit the artist 
particularly the photographer or a painter. If the ordi¬ 
nary rate of tax is, however enforced to regulate the 
levy of sales of above-mentioned cases and services it 
will give an additional revenue of approximately Rs. 2 
lacs to the exchequer. 

(ii) The sales tax may be charged on transaction of 
sales and purchases and stock exchanges in future mar¬ 
ket and rate of levy may be the same as ordinary rate 
of tax levied in this State i.e., six pies per rupee. It 
may be mentioned that so far as this State is concern¬ 
ed there is a remote possibility of the development of 
stock exchange markets but substantial transactions of 
future markets are more than often noticed. Sales or 
purchases may mean the final settlement in respect of 
agreement to sell or purchase goods in a forward con¬ 
tract, as also in stock exchange, if it ever comes into 
being. Tax may be collected from the dealer who carries 
on business of forward contracts. The additional revenue 
through this source can roughly be estimated at Rs. 3 
lacs to the exchequer. 

Question No. 126. 

(i) The Union alone has the power to levy a tax on 
sale of newspapers or on advertisements in them. This 
power has not , so far, been exercised. Would you pro¬ 
pose as desirable and feasible: 

(a) a tax on sales only, or 

(b) a tax on advertisements only, or 

(c) a tax on both ? 

As regards (a), it has been urged that, on account of 
the small price charged for each newspaper, the sales 
tax would be fractional and cannot be passed on to the 
buyer, whereas in the aggregate it would be an undue 
burden on the concern itself. If you agree with this, 
how would you meet the difficulty ? 

As regards (b), what classes, if any, of newspapers or 
advertisements would you exempt from the tax, and 
what rates of tax graded or other, would you levy ? 

(ii) Have you any suggestions to make regarding the 
taxation of advertisements other than those appearing 
in newspapers '? 

(i) (a) I am hot in favour of levying sales tax on 
sale of newspaper. Generally speaking the newspaper 
may be exempted from the levy of sales tax as any such 
tax is bound to raise the price of the newspaper and 
will, therefore, hit the people as a whole, in general and 
the poor in particular. In a democratic State like ours 
it is necessary that news items and general informations 
should be allowed to reach general public without any 
additional burden of tax and restrictions. Since I am 
not in favour of levying tax on the sale of newspapers 
I do not consider it necessary to suggest the procedure 
for collecting such a tax. 

(b) We can, however, tax the advertisements pub¬ 
lished in the newspapers, magazines or periodicals and 
in such cases the tax should be realized from the pub¬ 
lishers who will, of course, in their turn realise this 
from the persons wishing to advertise the news items. 
There is no doubt that the advertisements appearing in 
the newspaper are also useful to the general public but 
they are more beneficial to the persons who pay for 
such publicity. The rate of levy in such cases should 
be the normal rate leviecLin this State. This may bring 
to the exchequer an additional revenue of about a lac 
of rupees. It may not be out of place to mention that 
the chances of evasion to realise the tax on such adver¬ 
tisements may be great because to keep his own busi¬ 
ness flourishing and to safeguard the interest of his cus¬ 
tomers the jfnblisher may, at times, resort to charge 
less amount apparently on papers and m*re amount be¬ 
hind the screen, which would naturally result in loss 
of revenue. 


(ii) As regards the suggestion of taxing advertise¬ 
ments other than appearing in the newspapers I agree 
to it particularly for items advertised by Cinema-slides 
or Radio. But such tax should be collected from the 
persons who send any such advertisements. This may 
bring to the State at the most 10 to 15 thousand of 
rupees for a year. 

Question No. 127. 

As regards sales tax generally and, in particular the 
sales tax on goods leviable by the States, it is some¬ 
times argued that—since all goods sold in a State 
must fall within one of three categories, viz., (a) manu¬ 
factured or produced within the State, (b) transported 
into the State from elsewhere in the country and (c) 
imported into the State from abroad—-an extension or 
increase of excise would serve just as well as sales tax 
for category (a), of octroi or terminal tax for category 


(b) and of customs for category (c). Do you agree with 
this view which implies that the sales tax has no spe¬ 
cific function to perform in the country's system of 
taxation ? If not, what in you opinion, from the point of 
view of a correlated tax-structure, is the legitimate 
place and scope of the sales tax as distinguished from 
that of excise, octroi and customs ? 

Sales Tax is a lucrative source of revenue for the 
State. Almost all the States are levying it. It is being 
levied at the last stage of the transaction and in this 
way maximum revenue is being collected from the con¬ 
sumers as a result of direct taxation. The fundamentals 
of Sales Tax are quite different from the indirect taxes 
as enumerated in the questionnaire. It may also be men¬ 
tioned that by levying the tax under three’ stages by 
way of increase in Excise Duty or of Octroi or Termi¬ 
nal Tax or of customs, we shall only be recovering the 
amount at the initial stage and not at the final stage 
thereby losing the difference of tax on the margin of 
profit earned by the middle-man between - the initial 
stage and the final stage. Moreover Excise Duty is not 
leviable on every manufactured commodity in the State 
and its doing so now, will involve great difficulties from 
the administration point of view. The taxes, as indicat¬ 
ed above substitute the revenue from Sales Tax, or 
either Central Tax or Local Bodies Taxes, whereas as 
already said above, Sales Tax is a provincial tax. It is 
a major source of revenue in practically all the States 
of India. So far as people are concerned, they may tole¬ 
rate various taxes in various forms at comparatively 
lower rates, but would certainly resent to pay few taxes 
at heavy rates. It could, therefore, not be proper to re¬ 
place Sales Tax- by duties of Excise, Octroi and Cus¬ 
toms which are fundamentals of this new system of Taxa¬ 
tion, may be in a slight different form of taxation or the 
change of names from Sales Tax to Purchase Tax. 

Question No. 128. 

(a) Sales tax is almost invariably levied by the State 
Government in terms of the turnover of the dealer over 
a given period. Since a sales tax leviable on the indivi¬ 
dual transaction necessitates fairly elaborate accounts, 
cash memos, etc., which only a small proportion of deal¬ 
ers is eqipped to maintain, do you agree with the view 
that, in Indian conditions, the bulk of the sales tax is 
likely, for a long time to come, to continue to be levi¬ 
able on aggregate turnover as distinguished from the in 
dividual sales-price? • 

(b) In most States there are separate laws governing 
sales tax on petrol „ To what articles, if any, do you 
consider it desirable and feasible to extent the particu¬ 
lar system adopted in respect of petrol ? 

(a) The main criteria of levying Sales Tax is already 
considered in this State in terms of the turnover of the 
dealer over a given period and the individual trans¬ 
actions are only taken into account to find out the cor¬ 
rect turnover of the assessee. I agree that the levy of 
tax on aggregate turnover is preferable to individual 
sale-price but a dealer is expected even in this case to 
maintain fairly elaborate accounts to prove the correct 
figures of his aggregate turnover which is not so easy in 
the conditions we are passing through, but certainly a 
better alternative than to charge Sales Tax on indivi¬ 
dual sales price from the administrative as well as busi¬ 
ness point of view. It will, therefore, be in the fitness 
of things to continue to levy this tax on aggregate turn¬ 
over and individual sale-price may only be taken into 
account as are being done at present to ensure the correct 
figures of the turnover of the assessee. The category-wise 
information regarding dealers i.e.. Manufacturers, Im¬ 
porters, Whole-sellers, Retailers, Commission agents etc. 
is given as under as estimated the latest: — 


(i) Below Rs. 10,000 . 5,928 

(ii) Between Rs. 10,000 to Rs. 20,000 ... 2,300 

(iii) Between Rs. 30,000 to Rs. 60,000 ... 1,500 

(iv) Above Rs. 60,000 . 2,800 


It may Be pointed out that the appreciable bulk of 
these dealers in this State are commission agent as 
also important. The number of retailers may be fixed 
at 10,000 roughly keeping in view that the dealers of 
smaller turnover are mostly retailers. It may also be 
mentioned that this State is situated in such an inter¬ 
connected manner with the Punjab that even most of 
the retailers here are importers and import commodi¬ 
ties from the Punjab territory as sometimes Punjab 
territory is nearer to them. 

Thq experience has shown that only such dealers 
whose gross turnover does not exceed by Rs. 20,000 do 
not maintain accounts in an elaborate manner the reason 
being that they are not fully acquainted with the man¬ 
ner of accounting due to illiteracy. The other dealers 
normally maintain elaborate accounts unless of course 
they mean to evade payment of tax and may not like to 



produce the correct accounts before the Assessing Autho¬ 
rity. Generally manufacturers of Bread and Confectio¬ 
nery or a small general merchandise dealers and retail¬ 
ers who sell food-grains and things of daily need to the 
consumers, do not issue cash-memos, to the customers. 
All the Commission Agents, Whole-salers and big 
manufacturers with the exception of small Kacha 
Ahrityas always keep regular accounts and issue cash- 
memos. 

(b) The tax on Petrol is being governed in this State 
by a separate Act namely Patiala Motor Spirit (Taxa¬ 
tion of Sales) Act, 1997. The necessity for a separate 
piece of legislation can be attributed to the fact that this 
Act was brought into force in the year 1997. B. K. i.e., 
1940 when the introduction of sales tax was not even 
thought of. It may also be mentioned that the tax on 
petrol is being levied at the rate of annas 0-3-0 per im¬ 
perial gallon which according to the levy of sales-tax 
would bring only Rs. 0-1-6 per gallon as revenue. It 
shall, therefore, be seen that we get practically double 
the amount of. revenue by introducing this separate 
piece of legislation. Another important factor which 
necessitates the enforcement of this Act separately than 
the Sales Tax is that we also control the movement of 
petrol under this Act, from the time it is actually im¬ 
ported in the State to the time it has been sold to the 
consumer, at present, while under the Sales-Tax Act we 
(jan charge tax only on sale-price of petrol thus giving 
rise to more chancs of evasion. 

The definition of petrol as defined under section 1(c) 
of the Patiala Motor Spirit (Taxation of Sales) Act, 
1997 is as follows: 

“I. (c) ‘Motor Spirit’ means any inflammable hydro¬ 
carbon (including any mixture of hydrocarbon) 
ot any liquor containing hydrocarbon which 
is ordinarily used for providing reasonably effi¬ 
cient motive power for any form of motor 
vehicle”. 

which I understand, is the same in most of the States 
of India and as such Diesel Oil, High Speed Diesel Oil, 
and Powerine etc. can also fall within the ambit of the 
term ‘motor spirit’ as defined above, in so far as, they 
are used for providing reasonably efficient motive power 
for any form of motor vehicle. This point has also been 
decided favourably by the Madhya Pradesh High Court 
“ cas e of A. Ahmed Ji Bhai and others versus State 
of Madhya Pradesh. The above referred judgment ap¬ 
pears at page 89 of the Sales Tax Cases, Volume IV, 
Part III, for the month of March, 1953. The desirability 
of extent of the scope of this Act is under the conside¬ 
rs.; 10 ". 0 * this Government in respect to include Diesel 
Oil, High speed Oil and Powerine as said above. 

Question No. 129. 

■ In J e P ard t0 a system of levy based on turnover, 
is the choice broadly limited to the alternatives here¬ 
after mentioned or is there any ether system you would 
advocate. Under the system you recommend would sales 
tax continue to he roughly as significant a source of 
atate revenue as at present? The alternatives referred 
to above are: 

(i) a relatively low rate of levy at each of almost 
all points of sale; few dealers excluded and few 
goods exempted (Multi Point); 

(ii) a relatively high rate of levy at only one point 
viz., the point at which a registered dealer sells 
either to a consumer or to an unregistered dealer- 
exemption from tax of sales by one regis¬ 
tered dealer to another registered dealer; exclu¬ 
sion from compulsory registration of a dealer 
below a certain limit of turnover; a large num¬ 
ber of exempted goods (Single Point); 

(iii) various combinations of the above. 

W J} lch °f t} }e above alternatives would you advo- 
eate. Please state your reasons in some detail, com- 
pnsing merits and demerits from the point of view of 
(a) the consumer, (b) the dealer, (c) industry trade etl 
generally, and (d) Government. Please relate your arau- 
TrTiVJ a \ as P ossib } e ,’ to lessons which may be drawn 
SMes working Sales Tax Acts in different 

(3) In particular: 

(l) . a *Z e ° r ards (a) above > do vou think that the 
sales tax, or any particular form of it, leads to a 
greater burden placed on the consumer than is 

the°Zche q uer\ y Pr ° Ceeds which accrue to 

(ii) as regards (b) above, have you any suggestions 
to make regarding the simplification of forms 

nr%Lr n tn etC i, a7 iu °f the procedure generally in 
order to make the administration of the tax less 
burdensome to the dealer ? 



Further, having regard to the cost of mainten¬ 
ance of the machinery for compliance, would 
you suggest an alternative form of taxation so 
far as small dealers are concerned? 

(iii) as regards (c) abone, has the imposition of the 
sales tax led to any noticeable change in the 
organisation of the trade in the country, es- 

‘ |/ in regard to the size of the business 
ication of head-offices, number of inter- 
igries, variey of the goods dealt with etc.? 

(iv) as regards (d) above, please examine the finan¬ 

cial and administrative aspects, including the 
scope for evasion presented by the particular 
system and the difficulty or otherwise of coun¬ 
teracting it. •' 

I advocate the rate of levy at one point i.e., single 
point taxation in preference to Multi Point System of 
Taxation. Under the single point taxation system, a 
registered dealer, either imports the goods or purchases 
locally from another registered dealer and sells goods 
either to a consumer or to an unregistered dealer. Sales 
Tax is charged only on taxable goods, most of the sales 
of such goods pertaining to the essential needs of the 
community having been exempted from taxation and 
the dealer is reenterable after he has sold goods to a 
certain extent, ft will, therefore be agreed that a com¬ 
paratively high rate of levy at only one point, as point¬ 
ed out at (ii) of the questionnaire 129 is always pre¬ 
ferable to Multi-point system of Taxation as it is con¬ 
venient to collect. In Multi-point Taxation, delivery of 
goods has to be taxed at many stages at comparatively 
lower rates and, therefore to keep track of passing of 
the goods from various hands is a difficult job. Other 
possibilities are completely ruled out. In single point 
Taxation the consumer is sure as to what amount he has 
to pay as Sales Tax on his purchases. He knows well that 
the tax will be levied at one stage and to the minirnum 
extent at the rates prescribed by the Government. He 
can, therefore, adjust his budget accordingly. Whereas 
in Multi-point system of taxation the consumer has to 
keep himself well informed about the low price of par¬ 
ticular commodity prevailing in the market and to run 
about to make sure that he pays the minimum price for 
the commodity but he is generally hit in quite a num¬ 
ber of transactions where the goods have passed through 
many stages and the due rate of tax has been charged 
at various stages. In single point taxation the consu¬ 
mer has only to be guided by the rates prevailing in the 
market to know as to how much tax he has to pay on 
the purchases that he makes whereas in the multi-point 
system of taxation he has to be guided by two factors:— 

(1) fluctuation in the market rates, and 

(2) the stages of the various transactions which 
might have passed through various hands, 

which also indirectly affects the dealers. It may, there¬ 
fore, be clear that the burden of payment of tax on a 
consumer is far more in multi-point system of taxation 
than in single point system, in relation to proceeds 
which accrue to the exchequer. The burden of taxation 
has not been remarkably noticed, however, in single¬ 
point system of taxation, which is prevalent in this 
State. 

From the point of view of the dealer : 

In multi-point system, the dealers are sometimes ad¬ 
versely affected, as they have to pay different taxes in 
various transactions at different stages, where as they 
have to adjust the price according to the prevailing mar¬ 
ket prices with the result that they have to pay in many 
cases the amount of tax either from their own pockets 
or profits. Moreover the consumer would naturally like 
to buy from- such source where he has to pay the mini¬ 
mum amount of tax and the retailer will have the in¬ 
centive to make direct purchases from the big sources 
in order to sell the commodities to the consumers at 
comparatively cheaper rates. That would obviously mean 
elimination of middle-men. In single point taxation as I 
have already said above, the tax is to be paid only at 
one and the last stage and all the dealers from whole¬ 
salers, to retailers or unregistered dealers flourish. In 

h r ef ? re ’ a dealer is hit hard in multi-point 
system of taxation. 

The procedure of accounts, as has already been said 
above should be to find out the correct aggregate turn¬ 
over on the basis of cross checks of individual sale- 
prices. From the experience of the system of taxation 
that has been introduced in this State for years now. I 
can safely say that the dealers were not subjected to 
any extra burden in regard to accounts and more or less 
the system of accounts which were prevalent among 
them before the introduction of this Act arfeven now 
acceptable to us. The case may be different if higher 
rates of levy are introduced for certain commodities as 
are prevalent in some other States, where the dealers 
may be required to keep separate accounts for separate 
rates of duty leyiable. Higher rates of levy should 



therefore, be introduced, if at all, only in cases of such 
dealers who exclusively deal in the goods such as Motor 
cars, Refrigerators and being machineries or other elec¬ 
tric appliances. The dealers of these articles do not 
normally sell such other goods on which the lower rate 
of levy is also enforced. So far as I think the cost of 
maintenance of administrative machinery is also very 
reasonable in single point system of taxatiOruand so far 
as the small dealers are concerned they'WflSVe _ been 
given protection under the ordinance and the fax is only 
payable to the Government either by an Importer or a 
manufacturer or a dealer whose gross turnover exceeds 
Rs. 20,000 who can hardly be categorised as a small 
dealer. I am not aware of the procedure of maintenance 
of accounts in regard to most of the States of India, but 
I personally feel that the Sales Tax Act introduced in 
Punjab and PEPSU has the simplest form of accounting 
procedure and the administration of tax is less cumber¬ 
some in regard to the dealer. The only factor that may 
be kept in view is to keep away the small and petty 
dealers from shouldering the burden of payment of such 
taxes directly to the Government which is already safe¬ 
guarded in our Act. 

From the point of view of the Industries, Trade, etc., 

General 

In single point of taxation, industry or trade is gene¬ 
rally as flourishing as before the introduction of this 
tax as there are remote chances of their paying any tax 
in the initial stages because the goods are mostly deli¬ 
vered by them either to registered dealers or exported 
out of the State where no tax is leviable but in multi¬ 
point system of taxation even the goods locally sold by 
the producers are also taxed in initial stages and also 
on subsequent stages and therefore, affect the trade, in 
a way, as unlike the single point of taxation system. 
Though at present no noticeable change has crept into 
the organization of the trade in the country but in cases 
of multi-point system of taxation as have already been 
said above, the number of intermediaries are bound to 
be harmed which will, of course, indirectly affect the in¬ 
dustry and trade. 

From the point of view of Government 

The collection of tax is more easily manageable in 
single point taxation system. The dealers get incentive 
to maintain correct accounts under, this system, as they 
know that the tax has to be charged at the last stage. 
In multi-point system the tax has to be realised at many 
stages tor tne sale of one commodity as I have already 
said above and the method of levy and the mode of 
collection of tax is more tedious. It is therefore, diffi¬ 
cult and rather a costly experiment from the adminis¬ 
trative point of view to keep strict vigilance on every 
transaction of each dealer. If the administrative machi¬ 
nery loses track of one transaction at any of the stages 
it may lose tax at many points, which is more difficult 
to be traced than keeping track of a delivery through 
many hands realizing tax at the end. No doubt multi¬ 
point taxation system may prove of immense benefit to 
the States having large industries because of the pos¬ 
sibility of their products passing through many stages 
within the States than in ease of single point system yet 
the fact that it is easy to collect higher rate of tax at 
one stage than to collect lower rate of tax at many 
stages, certainly goes in favour of single point taxation. 

The finances of this State have definitely improved 
as a result of the introduction of this tax without any 
noticeable burden from the administrative point of 
view. I will not hesitate to acknowledge that the eva¬ 
sion does take place in the single point taxation system 
introduced in this State, and is also taking place in other 
sisterly States of the Union and the only remedy to 
counteract is to have a uniform rate of levy of tax 
throughout the country for which the Central Govern¬ 
ment can easily enact a legislation. To check the eva¬ 
sion more effectively I would suggest that the States 
should freely exchange information pertaining to inter 
State transaction on reciprocal basis. 

Question No. 130. 

In relation to the particular system you advocate, 

(i) should there be special rates of levy, higher than 
the ordinary rate, for certain articles ? If so, 
for which types of articles ? 

(ii) should there be special rates of levy, lower than 
the ordinary rate, for certain articles ? If so, 
for which types of articles ? 

(in) which articles, if any, should be exempted al¬ 
together and why ? Please elaborate the princi¬ 
ples which, in your opinion, should underlie 
exemptions. 

(i) In single point of Taxation which I have advocated 
there Appears to be no harm if all luxury articles are 
taxed at higher rates than at the ordinary rates. The 


Government may prescribe a list of luxury goods 
which may consist of big Machineries, Mechanical 
Plants, Motor Cars, Jewellery and the big electric ap¬ 
pliances like refrigerators. In this State no special rates 
of levy, higher than the ordinary rates are prescribed, 
for the sale of any article, whosoever, and there 
no question of revenue from these articles arises. As a 
matter of fact the list of luxury goods suggested above 
on which the higher rate of tax may be levied, do not 
get any appreciable amount of revenue at present as all 
these articles are being imported into the State, more 
or less directly and no tax is, therefore, being collect¬ 
ed. But in view of the recent decision of Supreme Court 
of India which is at present not applicable to this State 
due to the limited scope of the definition of the ‘dealer* 
as contained In the ordinance which we are now trying 
to amend to give it more realistic sense, we may be 
benefited in future to tax some of these commodities. 
This will more exhaustively be dealt with while reply¬ 
ing to question No. 133: I will, however, have no objec¬ 
tion if the Bullion and Specie, at present exempted 
under the schedule of exemptions under the Ordinance, 
is also taxed at a special rate higher than the ordinary 
rate of levy. I understand that some of the States are 
already taxing it. -■ 

(ii) I am not in favour of levying lower rates of tax 

than ordinary rates for any article as it will create un¬ 
necessary complications in realizing the tax. « 

(iii) The underlined principle to give exemption from 
sales tax. should be the essential commodities and the 
necessities of life. 

(a) Foodgrains and their flours in the 1st form as 
have already been exempted, of course, fall in this cate¬ 
gory but further products such as Suji, Maid, cannot 
be considered as necessities of life or the needs of a 
common man and, therefore, should be taxable. 

(b) Similarly hand spun cloth and yarn or the cloth 
products by a handloom industries or any commodity 
produced by any such industry may be exempted to en¬ 
courage the cottage industry in the villages of India. 

Question No. 131. 

In regard to system, rates, exemptions, etc, what de¬ 
gree of uniformity between the different States do you 
consider desirable and feasible ? Would you bring it 
about — 

(i) by formal or informal convention; 

(ii) by Central legislation promoted at the instance 
of two or more States. 

(iii) by constitutional amendment, so as to include 
certain basic matters connected with the sales 
tax in the Concurrent List ? 

(iv) by constitutional amendment so as to include 
the item of sales tax, as a whole, in the Union 
List? In the last mentioned case how would 
you apportion the proceeds'! Would this alter¬ 
native be a practicable proposition from the 
point of view of the finances of the States'! 

The system of taxation in most of the States in the 
Union is single point and normally the rate of taxation 
is six pies per rupee. So far as our neighbouring States 
are concerned the system of taxation and the rates are 
practically uniform though there is some noticeable 
difference in regard to the schedule of exemptions grant¬ 
ed by the different States. But all these items certainly 
vary from State to State throughout the Union. It is 
very necessary in the larger interests of the country 
to bring about a uniformity in respect of taxation sys¬ 
tem and rates. As regards exemptions it may be pointed 
out that the conditions generally vary in different States 
and, therefore, we should not be very particular to en¬ 
force one single schedule of exemptions for all the 
States, but local conditions prevailing in each State 
should also be taken into account before agreeing to 
any such schedule and it should also be ascertained that 
the neighbouring States may not have very different 
schedule of exemptions from one another to avoid any 
complication in this respect. I may be allowed to sug¬ 
gest that the different States may be grouped together 
to ensure that the evasion of tax while granting such 
exemptions is not made possible. As I have already 
dealt with while Replying to another question the spe¬ 
cial rates of levy should be avoided as far as possible 
and, if at all, may be enforced only for such items in 
which dealers exclusively deal so that there may not be 
any difficulty in maintaining accounts. Needless to say 
that will also be an asset from administration point of 
view. 

(i) The uniformity may not be enforced by formal 
or informal convention as the different States may 
always have something to grumble about in this pro¬ 
cedure. 
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(ii) Even if it is brought about a Central legislation 
promoted at the instance of two or more States it may 
be restricted to exemptions only and care may be taken. 
that exemptions are not so liberally extended as to de¬ 
prive the States of their revenue as the main idea of this 
taxation was to explore and set up a new agency for 
our revenue and this tax has now become one of the 
prime sources of revenue to all the States. As I have 
already said that the different States may be grouped 
together for the purposes of exemptions and while 
bringing about any such amendment by Central legis¬ 
lation it may be ascertained that no neighbouring State 
has been ignored while promoting any such legislation 
at the instance of two or more States. 


the revenue collected on diffemt commodities and arti¬ 
cles the rough estimates, however, framed are as 
follows:— 

Rs. 


Gur Shakkar . 
Vegetable Ghee 
Oils & Oil-seeds 
Cloth . 

Sugar . 


5 Lacs. 


t 

6 


to 


99 

)) 

» 

99 


It may be seen that any attempt made to exclude 
these items from the orbit of taxation would be detri¬ 
mental to this State. 


(iii) The system and rate of levy of this tax can, how¬ 
ever, be controlled by a Constitutional amendment to in¬ 
clude only basic matters connected with this tax in the 
concurrent list. 

(iv) The inclusion of the items of sales tax as whole, 
in the Union list is not agreeable and I dm unequi¬ 
vocally opposed to the suggestion of including Sale-tax 
in the Union List at par . with the apportionment of the 
receipts of income-tax revenues as it will deprive the 
States of lot of revenue collected from their States and 
will defeat the main idea of levying this tax to bridge 
the gap between our revenues and increasing expendi¬ 
tures. So far as part ‘B^ States are concerned it may be 
worth noticing that we already had to part away with 
some of our revenues derived from income-tax, rail¬ 
ways and other Centrally administered taxes due to the 
financial integration and the proceeds which are being 
apportioned to us every year are not .very substantial, I 
am not in favour of this tax being included in the list 
prescribed under the article 269 for the following reasons. 

At present this State is also administering some minor 
taxes like Entertainment Duty Act, Motor Spirit (Tax- 
action of Sales) Act, PEPSU Manufactured Tobacco (Re¬ 
gulation and Possession of Sales) Act and also proposes 
to entrust the provincial excise which includes the • ad¬ 
ministration of duties on liquor, opium and other drugs 
to Excise and Taxation Department, whereby the cost of 
administration of these taxes is calculated to fee as low 
as 2-5%. We have now to play a great part in the eco¬ 
nomical and social development of the country which 
makes it imperative that we should collect adequate 
funds to fulfil this role, and consequently we are re¬ 
quired to save every penny of extra expenditure in 
running the administration of the State to contribute 
substantially to the development of the State. If the ad¬ 
ministration t>f this tax is taken away from us we will 
have to retain a very substantial part of the present 
administrative machinery, employed in regard to the ad¬ 
ministration of these taxes at present", and our cost of 
administration would naturally go and if the Govern¬ 
ment of India includes it in the Union List under arti¬ 
cle 269 she will naturally have to employ more staff to 
govern it. It is therefore, certainly not profitable or ad¬ 
visable to include the item of sales tax in the Union 
List and the other suggestion made above would, I am 
sure, be quite enough to remove "the anomaly in the 
system of taxation of the country as it stands at present. 

Question No. 132. 

To what extent has any desirable uniformity been 
achieved in regard to exemptions (in favour of "goods 
essential for the life of the community”) under 
Clause (3) of Article 286 of the Constitution ? 
What principles would you advocate for deciding the 
exemptions to be made under this provision of the Con¬ 
stitution'! Do you consider that the scope of the provi¬ 
sion contained in Clause (3) of Article 286 should be 
extended also to “essential articles” which had been 
subject to sales tax •before the relevant Central enact¬ 
ment came into force? 

So far as uniformity in regard to the exemption in 
favour of essential goods tor the life of the community 
under Clause (iii) of Article 286 of the Constitution of 
India, is concerned it may be stated that no State is per¬ 
mitted to tax a commodity which has been considered 
essential after the enforcement of the Constitution. 
While deciding such exemptions, to be granted in the 
provisions of the Constitution, we may also bear in mind 
that the revenue of the States may not be allowed to be 
affected in general and especially in such States which 
are predominantly agricultural. This question has in 
fact already been dealt with while replying to the ques¬ 
tion No. 130. To be precise I rqay add the agricultural 
produce like Fodder and Oil-seeds and also its oils 
may not be exempted from the levy of this tax. 

This State’s major source of income comes from the 
levy of the tax on Gur, Shakkar, Vegetable Ghee, Oils 
and oil-seeds, cloth and sugar. Though there are no de¬ 
tailed statistics available to give a correct picture of 
22—2'T, E, Com. 


It will, therefore, be advisable that a strict uniformity 
in case of exemptions may not be followed in cases of 
all the States but the Government of India may amend 
the Schedule of Exemptions of*all the States under the 
provisions of the Constitution keeping in view of the 
conditions which' may differ from State to State and that 
the States may be allowed to follow the policy consis¬ 
tent with the conditions prevailing in their respective 
spheres, as these Governments are nearer to the people 
and therefore in a better,-position to judge as to what is 
good and what is bad for their people. It is understood 
that the States have also-their own responsibilities to¬ 
wards their people and they dare not take any step 
against the wishes of their people. At present most of 
the articles declared essential by the enactment are 
being taxed by the States. If the commodities enume¬ 
rated in the Schedule to the Central Act are uniformly 
exempted from tax, most of the States will face finan¬ 
cial embarrassment as they will have to forego revenues 
from this source all of a sudden. If, however, uniformity 
in this respect has to be brought about, then it should 
be left to the State to remove sales tax on these com¬ 
modities gradually. 

Question No. 133. 

As regards “sales outside the State”, "inter-State com¬ 
merce”, etc., please discuss the adequacy or otherwise of 
the relevant provisions of Article 286 and suggest 
remedies for any defects which, in your opinion, have 
been reveald in the actual working of these provisions. 

Please discuss in this connection the desirability and 
feasibility of the suggestion that purchases only (and not 
sales ) should be taxed, so that the tax jurisdiction of 
each State might be confined to parties residing within 
the State. Alternatively, do you consider that purchases 
should be taxed in certain cases and sales in certain 
others; if so, how and on what considerations would you 
define the two categories ? In either case, please describe 
your scheme in some detail and explain the advantages 
which you claim for it. 

Article 286 of the Constitution of India apart from 
other prohibitions, prohibits the State to levy tax on the 
sale of goods actually delivered outside the State. The 
main difficulty experienced as a result of the working 
of this Constitutional limitation is that a good deal of 
tax is being evaded by the dealers. The evasion of such 
tax in the aforesaid manner has also resulted in eva¬ 
sion of other taxes governed by the Central Govern¬ 
ment or Local Bodies Which will more or less upset the 
financial structure of the State and also to the certain 
extent of the Union, if allowed to continue for more 
time. To bring our taxation ordinance in line with the 
Constitution of India, this State had inserted section 28. 
The biggest defect of Article 286 is noticed by the inser¬ 
tion of explanation attached to Article 286, whereby the 
goods passing into inter-State for consumption even 
when the sales have been completed, in this State, for 
all other purposes are not taxable and, therefore, the 
only solution to check such evasions or any other ano- 
mally is to remove the explanation attached to article 
286 which gives an artificial meaning to the term ‘sale* 
and has more or less changed the whole fundamental .of 
the sales tax ordinance. 


By taxing purchases instead of taxing sales we shall, 
no doubt, check the evasion which has unconsciously 
been made possible after the enforcement of the Consti¬ 
tution but the replacement of sales tax or purchase tax, 
as a whole, may not be very precise remedy as the pur¬ 
chases may then have to be taxed sometimes in such 
a State where they are sold and in such a State where 
they are actually consumed, because the taxing jurisdic¬ 
tion of each State would naturally be confined to the 
parties residing within this, State. 

The only other feasible alternative which has also 
been considered for sometime past in this State is that 
the sales tax as such may be allowed to continue and 
to remove anomally created by introduction of Article 
286, that the States may be allowed to register such 
dealers of outside States who directly sell goods to the 
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consumers in the consuming States or we may be allow¬ 
ed to levy and charge partially on such goods which are 
directly imported in the consuming State by un-regis- 
tered dealers or consumers on which the deduction under 
the exports, as allowed by the explanation attached to 
Article 286, is obtained by the dealer of the outside 
State. By agreeing to the first alternative of the two 
narrated above we shall also be satisfying, the grievan¬ 
ces of dealers arisen from the recent decision of the 
Supreme Court by which all the dealers of the country 
may have to get themselves registered in almost all the 
States of India. 


Question No. 134. 

Do you think that lack of uniformity between the 
States as regards the rates of sales tax and methods of 
applying iU (single or multiple point) has the effect 


of raising barriers in inter-State commerce or of induc¬ 
ing un-economic diversions of trade ? If so, what mea¬ 
sures would you suggest to rectify the position? 


The different rates of sales-tax and methods of ap¬ 
plying it in different States would certainly lead to the 
diversion of trade and commerce if the rates in the two 
neighbouring States vary. Fortunately the neighbouring 
States to PEPSU i.e., Punjab and Delhi have also intro¬ 
duced the same rate of tax as levied in PEPSU and 
therefore, no difficulty, whatsoever, has been felt in re¬ 
gard to applying our system of taxation nor any diver¬ 
sion of trade has been noticed on account of the opera¬ 
tion of sales tax. It is, however, advisable to- enforce 
the uniform rates of taxation and also the uniform 
methods of applying those taxes to avoid any complica¬ 
tions. 


APPENDIX 


Statement showing the detailed Strength of Sales T ax Department in the year 1958 - 53 . * 


SI 

No. 

Name of post 

Office of the Office of 
Excise and the D.C., 
taxation sales- 

Commissioner tax 

S.T.O. 

Pati¬ 

ala 

S.T.O. 

Bhat- 

inda 

S.T.O. 

Sang- 

rur 

S.T.O. A.S.T.O.A.S.T.O.A.S-.T.O. 
Barn- Bassi Kapur- Mohin- 

ala thala dergarh 

Total Remarks 

1 

Commissioner 

I 

, , 

,, 


* . 

. . 


I 

2 

Deputy Commissioner . 


I 

•• 


•• 

•• ' 

.. 

I 

3 

Sales Tax Officers . . 

I, 



I 

I 

I 

I SI • • • • , 

5 

4 

Assistant Sales Tax Offi¬ 
cers (as P.A.) 




I 

2 

I 

tilt 

8 

5 

Inspectors 

I 

•• 


3 

3 

2 

2 I I 

13 

6 

Sub-inspectors 

4 



4 

4 

-.3 

3 2 2 2 

24 

7 

Superintendent .. 

I 


•• 


•• 

• • 


I 

8 

Stenographers 

I 

I 

•• 


• • 

•• 

«• »♦ * • * ♦ 

2 

9 

Head Clerk . 

• • 

1 

•• 


• • 

• • 

•• •• •• 

I 

IO 

Head Assistants 

4 



1 

I 

I 

1 

8 

II 

U. D. Clerks 

1 6 

I 


I 

I 

LlVfe. I 

1 1 1 t 

4 

12 

Steno-typists 

2 

... 


2 

2 

2 

2 1 1 1 

«3 

*3 

L. D. Clerks , .. 

8 

2 


5 

6 

5 

4333 

39 

*4 

Daftri • . . , 

I 

• • 

• • 



-l-rl. 

. 

I 

•5 

Jamadar 

I 

• • 

• • 


• • 

• • 

.. 

I 

16 

Peons . . 

*4 

4 ' 


9 

12 

9 

8 .6 6 5 

73 


STATE EXCISE 
Factual Background 

The sources of State Excise Revenue are liquor and 
opium and it is derived by administration of the follow¬ 
ing Acts: — 

(1) Punjab Excise Act 1 of 1914. 

(2) Opium Act 1 of 1878. 

(3) Dangerous Drugs Act II of 1930. 

The first two Acts were promulgated in the erstwhile 
Patiala State in October, 1925 and at the time of for¬ 
mation of PEPSU were introduced into other parts of 
PEPSU too, while thp third Act was extended to PEPSU 
vide Opium Revenue Laws (Extension of Application) 
Act in 1950. These first two Acts have not so far under¬ 
gone any amendment ever since their promulgation in 
Patiala State. 

The main features of thes Acts are as follows:— 

(1) Collection of Excise Revenue. 

(2) Regulation of manufacture, sale, possession, im¬ 
port, export and transport, of excisable articles 
and drugs. 

(3) Checking of excise crime, i.e. illicit distillation, 
un-authorised sale and illegal traffic in these 
articles and drugs. 

(4) Standardiation of excisable articles. 


The main source of collection of excise revenue is the 
revenue derived by licence fee for rights to sell certain 
excisable article within a specific area. These rights 
are determined by following means:— 

(i) by public auctions, 

■ (ii) by payment of a fixed fee, and 
<iii) by payment of fee assessed according to sales. 

The licenses for sale of liquor, cotmtry or foreign 
opium, bhang and poppy heads are granted by public 
auctions while thosp of sale of rectified spirit, restricted 
medical spirits, sale of foreign- and country liquor 
to trade, denatured spirit and licenses for grow¬ 
ing poppy heads are granted on fixed fees. License}) 
for retail sale of foreign liquor including Indian-made 
foreign liquor at clubs, cinema Bars and restaurants 
are granted on assessed fees. The other source of in¬ 
come if the fixed duty, which is recovered at the time 
of issue of excisable articles for retail sale. 

2. No amendment of law in relation to main features, 
as explained above, was undertaken during the past. It 
is now being considered to amend the Excise laws to 
remove certain lacunae for the proper administration of 
the policies persued by this State. 

3. A detailed statement is attached herewith showing 
the rates of Excise duties (ordinary, special, concession- 
nal). There are certain exemptions from these which 
may be summed up as follows: 

(1) Rectified spirit and medicinal preparations, when 
supplied to Government, local fund or charitable hos¬ 
pitals or dispensaries or veterinary hospitals and dis¬ 
pensaries are exempted from payment of excise duties 
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for the obvious reason of affording necessary facilities 
to medical and Health Services for supply of cheap 
medicines. 

(2) Rectified spirit when supplied to recognized Edu¬ 
cational and Research Institutes and Scientific Institutes 
is also exempt from excise duties to promote education, 
research and science interests of the Nation. 

(3) The Finance Secretary to Government, who is also 
Financial Commissioner for the purposes of Excise ad¬ 
ministration is responsible for over-all control of Ex¬ 
cise set up. In the Finance Secretariat of the PEPSU 
Government there is a special Excise and Taxation 
Branch, which deals exclusively with the excise and 
taxation work. The Financial Commissioner is assisted 
by the Excise and Taxation Commissioner, who is the 
administrative head of the Department and also con¬ 
trols the District Excise staff whose duties can be dis¬ 
tributed under two heads:— 

(i) collection of Excise Revenues which is determin¬ 

ed in the manner above explained, 

(ii) inspection of excise shops with a view to satisfy 
that provision of the Acts and Rules are com¬ 
plied with property. 

(iii) Detection of Excise Crime. 


alone during 1951-52 was Rs. 80,84,000 while collection 
during 1952-53 are Rs. 69,83,000. Budget estimate for the 
year 1953-54 are Rs. 45,48,000. This income will ab¬ 
solutely disappear on 31st March, 1959 the target date 
fixed by the Government on which the oral consumption 
of opium shall be completely stopped. 

The expenditure incurred on the administration of 
Excise Acts varies between 1% to 1-5% as compared 
with the income from this source. 

No major plans of improvement upon the present ad¬ 
ministrative set up of the taxes is planned in the near 
future. 

• 6. Receipts, trends in receipts and their explanation 
has been discussed above. 1 

7. The excise arrears asjhey stood on 1-4-52 and 1-4-53 
are as follows:— 

I 

On 1-4-53 On 1-4-53 
Liquor. . . , . . . 845,800 1,098,800 

Opium . . . . . . 535,800 579,500 

Tobacco.. 181,500 309,000 


4. Under the Excise Act and Opium Act it is declar¬ 
ed that an appeal shall lie from original or appelate 
order of an Excise Officer as follows, namely: — 

(a) to the Collector when the order is made by an . 
Excise Officer below the rank of Collector; 

(b) to the Commissioner when the order is made by 

■ a Collector; . ■ 

(c) to the Financial Commissioner when the order is 
made by a Commissioner; 

Provided that:— 

(i) when an original order is confirmed on first 
appeal a further appeal shall not lie; 

(ii) when any such order is modified or reversed 
on appeal by the Collector, the order made by 
the Commissioner on further appeal, if any, to 
him shall be final. 

5. Cost of administration for the last three years is 
as follows:— 


Superintendence 


1 1950-51 

3 1951-53 


1,563,100 1,887,300 


The bulk of these arrears relates to pre-Union years 
which stood at Rs. 9,20,000. This was mainly due to de¬ 
fective excise policies in those States. The post-Union 
arrears are to a great extent due to economic depres-; 
sion that set in soon after the formation of Union ini 
1949-50. Moreover supply of bad quality of opium also 
resulted in arrears on account of opium. Last year 
there was a big business boom which affected the prices 
of Gur etc. Considerably and as such the illicit distilla¬ 
tion of liquor received ah impetus, which resulted in 
heavy losses to the llcencees, who could not forsee such 
losses at the time of auctions and they could not fulfil 
their commitments. In addition to all this the auction 
system is* also responsible to a great extent for heavy 
arrears as has been explained in reply to question No. 
135(a) of the questionnaire. 

All the Excise Acts provide for recovery of excise 
arrears as arrears of Land Revenue by attachment and 
Sale of the Property (Movable and Immovable) of the 
defaulters. 

8 . There is only one way of evading payment of Ex¬ 
cise Revenue and that is by unauthorised sale of ex¬ 
cisable articles. The Acts provide adequately for 
detection of such sales and loss from this source is only 
negligible. 


From 1952-53 Superintendence charges were included 
in Demand No. 7, Other Taxes and Duties, Collection 
charges as such no separate figures are available. 

It is difficult to separate the collection charges from 
expenditure on executive staff since the duties of the 
executive staff of Excise Department are multi-purpose. 
The expenditure incurred in their respect is given 
below:— 

Rj. 

(a) 1950-51 . ..... 30,06,500 

(i) 1951-52 • . . . 3 , 30,000 

/ 

(<) 1952-53 • • • • • • 2 , 54,000 

Revised estimates .... 3,60,000 

It will also be interesting to note that no extra expen¬ 
diture is incurred on collection of income from manu¬ 
factured tobacco, which accounts for Rs. 20 to 25 lacs 
annually to the State exchequer. Total receipts during 
the past few years by administration of Excise Act, 
Opium Act and Manufactured Tobacco Act are as fol¬ 
lows:— 

Rs. 


The trade have recently adopted a new method of 
evasion and that is of putting to market spurious medi¬ 
cinal preparations. This , question has been discussed 
exhaustively in reply to question No. 135(b). 

Question No. 135. 


(a) In regard to State excise duties and the revenue 
therefrom, have you any comments or suggestions to 
make : 

(i) on features of importance connected with the 
system of levy of these duties in different 
States, or 

(ii) on policies involving various degrees of relin¬ 
quishment in certain States of the revenue from 
these duties'! Should there, in this context, be 
uniformity between different States ? If so, in 
what particulars and to what extent? 

(b) Is there proper co-ordination between the levy of 
Central excise on medicinal and toilet preparations con¬ 
taining alcohol, etc., and „ of State excise on alcoholic 
liquors ? If not, what steps would you suggest to ensure 
adequate co-ordination. 


*951-52 

*952-53 


3,56,00,000 

2,16,50,000 


^■In round figures 


(a) (i) The Excise Policy of the State is mainly at 
par with that of the Punjab Excise Policy. At present 
we charge the following types of fees as State Duty:— 


Budget Estimates— 


Liquor:— 


*953-54 


• *.75.9*»ooo 


(I) Still Head Duty, 


The downward trend of the income of this major 
source of income can be explained by the various poli¬ 
cies of relinquishment of income from this head being 
pursued by the State Government in pursuance of the 
Government of India’s directive of' gradual prohibition 
of oral consumption of opium. Income from this Head 


(2) License fee, 

(3) Profit from system of supply, 

(4) Permit fee, and 

(5) Export fee. 
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License fee is determined by auction, assessment for 
fixed fees, byt a major part is collected by auctions 
which is by far the biggest source of collection of license 
fee. 

This system of determination of license fee by auction 
is, however, not very sound in as much as it does not 
provide a definite and permanent source of income to 
be relied upon. More or less it is a gambling in rains 
and the State Government is never sure about the col¬ 
lection of revenue in this respect after having sold the 
licenses by auctions. If in a certain part of the year 
circumstances are unfavourable for the consumption 
of any article the licensees come forward with claims, 
of compensation, on one pretext or the other. 
Many licenses have to be re-auctioned as a result of 
non-payment of monthly instalments on the part of a‘ 
licensee and thus huge sums fall in arrears due to the 
default in payment the license-fee or loss in re-sale. 
But if there is an abnormal ri se i n the issue of Liquor 
due to extraordinary circumstances, the Government is 
not in a position to compel the licensees to part with 
the relative portions of their unforeseen profits. Thus 
the Government looses both ways. The only effective 
remedy of the situation, is to depend less on the revenue 
derived from the license-fees and more on the charge 
levied by way of still head duty. This object can easily 
be achieved by enhancement in the rates of duty. We 
will thus be able to vouchsafe the substantial part of 
our income yhich will then normally fluctuate according 
to the conditions and actual sales effected during the 
year and not according to the whims and connivances 
of the licensees. It will also help us to be more precise 
and realistic in drawing a definite picture of our bud¬ 
getary conditions, especially in our State which mainly 
depends upon its excise resources. The same principle 
may be applied to our income derived from auctions of 
opium vends. 

(M) Prohibition of using of intoxicating articles, ex¬ 
cept to be used for medical purposes, is the directive 
principle of the Union Policy as envisaged in our Consti¬ 
tution. We are, therefore committed to achieve this ob¬ 
jective and when our financial position allows us to do 
so. In view of the international obligations the Govern¬ 
ment of India have fixed 31st- March, 1959, as the last 
day on which the oral consumption of opuim except for 
medical purposes shall have to stop; in consequence of 
which quota of opium is being reduced 10% for every 
year. We are constantly relinquishing our income from 
this source and cannot go beyond the commitment 
already made. As such there appears to be no need of 
suggesting anything in this respect. 

Our State is a problem State in so far as its finances 
are concerned. Though at the face value it appears to 
be a surplug State but the picture is rather deceptive 
as our resources cannot cope with the heavy demand 
for execution of development plans and incurring addi¬ 
tional capital expenditure. We can, therefore, ill-afford 
to forego any part of our income from excise unless new 
sources of income have been adopted which would be 
difficult, if not impossible, as we have not progressed 
very far even from the industry point, of view. 

It will, therefore, be said with emphasis that the pro¬ 
hibition policy is not advisable for PEPSU from the 
administration point of view. Whatever moral view 
may be attached to the policy owned by the Government 
of India, the States who wanted to put it into practice 
know, as to what a costly experience it has been to 
pursue the policy of bringing up the moral by artificial 
means. It is no more a secret that the people have turn¬ 
ed to meet their demands by illicit distillation in such 
States where prohibition has been enforced. The States 
have employed huge enforcement staff at high cost, to 
check illicit distillation which is an extra burden to be 
shouldered to meet the evil situation. 

If this State is also required to use the same means 
which would naturally result in washing our hands from 
the Excise income at the cost of increased Excise crimes, 
we will also have to find out additional ways and means 
just to pay for the checking of those crimes. There is, 
of course, no data from which I could submit true pic¬ 
ture of the conditions prevailing in Bombay, Madras 
Madhya Pradesh and Uttar Pradesh who have enforced 
prohibition’ but I can safely say that their experience 
may not be very happy from' the point of administra¬ 
tion. The reports which appear in the Press, from time 
to time, indicate that the financial experts in those 
States are in favour of doing away with prohibition to 
ease the financial stringency and may be prepared to 
consider it only after it has ben completedly averted. 

(b) The difference in the rates of duty on medicinal 
and toilet preparation is as follows: — 

1. Medicinal preparations , . Rs. 5 per L.P. Gallon 

of spirit content. 

2. Toilet preparations & perfumed spirits Rs. 17/8/- 

etc. 

3. Spirit Chloroform . Rs. 24/6/- 

4. Medicinal preparations which can be Rs. 17/8/- per L. P. 

. used otherwise. Gallon of spirit 

content. 


(A) Alcohol Liquor :— 

1. Rectified spirit . . . 

. Rs. 24/6/- 


gaiion. 

2. Plain country liquor . 

. Rs. 21/4/- 

3. Spiced country liquor 

. Rs. 22/8/- 

4. Special spiced . 

. Rs. 37/8/- 

5. I.M.F. Liquor . 

. Rs. 56/4/- 


It will be observed from above that temptation of 
abusing the privilege granted in case of medicinal pre¬ 
parations is very. alluring. This menace has by now, 
developed into a chronic trouble. We have declared cer¬ 
tain preparations as liquor and have restricted their 
manufacture, possession, import and export, transport 
and sales of certain such preparation, about which there 
were complaints of abuse, but the trade in its endea¬ 
vour to nullify the enforcement measures brings out yet 
other spirituous preparations. 


This menace can be checked best only by rigid con¬ 
trol on manufacture of such preparations and their re¬ 
lease from the manufacturing points for sale in the 
market. 


Any legislation proposed for levy of uniform rates of 
levy of excise duties on such medicinal preparations 
should provide adequately for rigid control on produc¬ 
tion and distribution in the market of such preparation 
and should be elastic enough to bring into its orbit, all 
the preparations which may be suspected of abuse. It 
is correct that no Welfare Government can afford to 
strictly control the medical amenities but at the same 
time to arrest the abuse of certain cheap articles under 
the garb of medicinal necessities is also for the benefit 
of the people. .The abuse can also be effectively checked 
by enforcing strict measures to see that all the prepara¬ 
tions are prepared in strict conformity with the formula 
prescribed in. various Pharmacopoeia. The Government 
of India should set up a Central body to investigate in 
to abuse of medicinal preparations. Such a body may 
also be entrusted with the work of drawing out lists of 
such preparations which may be used for other than 
medicinal preparations and such preparations may be 
taxed at a higher rate of duty to eliminate chances of 
their abuse. 


General 

Question No. 136. 

Do you think there is a case for vesting in the admi¬ 
nistration the power to alter, by executive order, the 
rates of import duties, export duties and excise duties ? 
If so, please indicate in what circumstances and within 
what limits such power should be exercised. 

The executive administration is already authorised in 
this State to alter by a notification, the rates of Excise 
Duty and without seeking amendments through legis¬ 
lation. No comments are, therefore, desired in this res¬ 
pect. 


Statement, showing Information regarding Excise Tariffs 

Excise Tariffs 

Excise taxes on excisable articles are levied in this 
State in the following manners:— 


1 . Vend Fees, 

(a) Vend fee in respect of retail sale of country 
liquor, opium, bhang and post, and Foreign Liquor is 
determined by auction. 

(b) Whole-sale license for sale of country spirit is 
granted on a fixed fee of Rs. 250 to the person giving 
maximum license fee in a Tahsil. 

(c) Whole-sale license for sale of foreign liquor is 
granted in form L-2 for Rs. 500. 

(d) License in form L-17 for whole-sale and retail 
sale of rectified spirit is granted in following manner:— 

(1) Rs. 55 upto 500 gallons. 

(2) Rs. 100 more than 500 gallons. 

In addition thereto, a pass fee of Rs, 2 per gallon is 
charged on denatured spirit. 
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(e) L-3, L-4, L-5, L-9, L-12B and L-12C, are granted 
on assessed fees and flat fee of Rs. 150 is charged in 
addition to assessed fee when L-12B is granted to a bar 
attached to a Cinema. 

(L -3 Retail vend of foreign liquor in a Hotel or Dak Bungalow) 

(L -4 Retail vend'of foreign liquor in restaurant.) 

(L -5 Retail vend of foreign liquor in Bar attached to a resaurant.) 

(L-g Retail vend of foreign liquor in military canteen.) 

(L- 12 B Retail vend of foreign liquor in Bar attached perma¬ 
nently to a Theatre, Cinema or any place of entertainment.) 

(L-12C Retail vend of foreign liquor at a club.) 

Rates of assessed fees are as follows: — 



vend of fo- 


L-g reign liquor 
of the pre- 
, mises) 
LriaB, 
L-taC 




Rs. As. 

Rs. As. 

Imported 

. . . 

a 6 0 * 

40 0 

Wines . , . . 

* 

6 0 

8 0 

I.M.F. Liquor 

. 

14 0 

28 0 , 

Beer (Imported) . 

• 

1 a 

I 6 

Beer (India) 


O 2 

0 6 

2. Gallonage Fee 




The following are 
country liquor per L. 

the rates of still 
P. Gallon. 

head duty, on 


District District 

Kohistan Mohindergarh 

Other 

District 


Rs. As. 

Rs. As. 

Rs. As. 

1 . Plain 

. 18 a 

10 8 

at 4 

a. Spiced . 

. 20 IO 

«3 4 

aa 8 

3 . Sp. Spiced . 

. 24 6 

16 0 

00 

Cf 


Rates of duty per L.P. Gallon on other kinds of liquor 
are as under:— 

Rs. as. 

1. I. M. F. Spirits . . . . . 56 4 

а. Rum issued to troops . - . . . . ta a 

3. Rectified spirit.34 6 

4. Rectified spirit contained in medicinal prepa-J 5 o 
rations. 

5. Rectified spirit contained in toilet preparations 17 8 
and perfumed spirit. 

б. Rectified spirit contained in spirit chloroform. 24 6 

7 . Rectified spirit contained in Medicinal preparations 17 8 

likely to be used not as such. 

8. Beer Indian ....... j o 

3 . Other Levies 

Rs. As. 

1. Acreage duty on land cultivated with 9 o per quarter or 

poppy heads. . less. 

2. Duty on Bhang . . . . 7 8 per quarter 

maund or 
less. 

3. Duty on Opium . . . . . 6815 per seer. 

Entertainment Duty Act 

1 . In this State previously the administration of the 
Patiala Entertainments Duty Act was under the control 
of the revenue agency. It has been transferred from the 
revenue agency to this department in 1950-51. 

The main features of the tax are as under:— 

(i) collection of tax, 

(ii) offences and penalties, 

(iii) exemptions, and 

(iv) recovery 


(1) . Collection of Tax. —Collection of entertainment 
tax in this State is through the sale of entertainment 
duty stamps which are issued by the Treasuries to the 
management of the entertainments. This duty can also 
be collected under section 5(2) of the Patiala Entertain¬ 
ment Duty Act, which runs as follows:— 

“5(2) The Ijlas-i-Khas may, on the application, of the 
proprietor of any entertainment in respect of which the 
entertainment duty is payable under section 3, permit 
the proprietor on such condition as Ijlas-i-Khas may 
prescribe to pay the amount of the duty due 

(a) by a consolidated payment of a percentage to 
be fixed by the Ijlas-i-Khas of the gross sum 
received by the proprietor on account of pay¬ 
ments for admission to the entertainment and 
on account of the duty; or 

(b) in accordance with returns of the payments for 
admission to the entertainment and on account 
of the duty; or 

(c) in accordance with the results recorded by any 
mechanical contravance that automatically re¬ 
gisters the number of persons admitted”. 

In this State, generally the duty is being collected 
under section 5(1) of the Act i.e., through the sale of 
entertainment duty stamps by the treasuries. 

(2) Offences and Penaltis. —This can be classified as 
under:— 

(i) to admit the persons without payment of en¬ 
tertainment duty i.e., 5(a). 

(ii) to contravene section 10 by not defacing and 
destroying the stamps in accordance with the 
rules prescribed 

(iii) not to keep and maintain correct register as 
prescribed under rules i.e., PED-I under rule 12, 
PED-3 under Rule 17, PED-4 under Rule 24. 
PED-5 under Rule 20. 

The punishment for non-compliance with section 5 of 
the Patiala Entertainments Duty Act, takes place under 
section 6 and 6 .(a) given 'as under:— 

“(i) The proprietor of an entertainment who fails to 
pay the tax referred to in section 3, 

(a) due from him within the time and manner pres¬ 
cribed, or 

(b) admits any person on payment to any place of 
entertainment of the provisions of section 5 , or 

(c) fraudulently evades the payment of any tax or 
duty due from him under this Act, or 

(d) contravenes any of the other provisions of this 
Act. shall, in addition to the tax or duty due 
from him, be liable in respect of each offence 
to a fine which may extend to five hundred 
rupees”. 

Under Section 6 (a) the Commissioner may, from any 
person, who has committed any offence under this Act, 
accept by way of composition of such offence, a sum of 
money not exceeding .Rs. 250 or a sum double the 
amount payable under section 3, whichever is greater 

(ii) as given in No. 1 under section 6 , 

(iii) as given in No. 1 under section 6 . 

3. Exemptions. —There are two kinds of exemptions 
under the Act: 

(a) Provided exemptions—such as sailors, soldiers 
and air-men in uniform are exempt from pay¬ 
ment of entertainment duty under section 8 (ii) 
of the Act. 

(b) Applied exemptions, under section 7 (i). 

It has been laid down that no entertainment duty shall 
be levied on payments for admission to any entertain¬ 
ment where the Commissioner is satisfied that the 
whole of the net receipts of entertainment will be" de¬ 
voted to philanthropic, charitable, educational or scien¬ 
tific purposes. Under section 7 (ii) Ijlas-i-Khas may by 
general or specific order exempt any entertainment or 
class of entertainments from liability to entertainment 
duty. 

4. Recovery ,—If any sum under the Act is due on ac¬ 
count of entertainment duty or payable under section 
3(a) of the Patiala Entertainment Duty Act is recover¬ 
able from any person as arrears of land revenue. 

2. Since the control of the administration of the 
Patiala Entertainment Duty Act, has been transferred 
from the revenue agency to this department the only 
amendment which has taken place is the incorporation 
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of section 3(a) which deals with the collection of cine¬ 
matograph exhibition tax which was not previously 
existing in this State. As a result of this amendment and 
the other sections and rules i.e., section 6 (i) was subs¬ 
tituted and minor changes were effected in Sub-section 

(i) and in the preamble and rules made thereunder i.e. 
rules 19(a) and (27) were amended accordingly. Incor¬ 
poration of this amendment in the Section vide which 
the Cinematograph Exhibition Tax Act has begun to 
operate in this State from 4th November, 1951, the 
State is deriving income to the extent of Rs. 40,000 from 
this source. 

3. The rate of tax has been raised from annas 3 in the 
year 1950 to annas 5 which, however, remained the 
tax as as under:— 

1 As. 


I. Not exceeding annas 4 ..... i 

3. Exceeding As. 4 but not As. 8 . 2 

3 . Exceeding Re. 1 but not Rs. 1 / 8 / ... C 

4 . Exceeding Rs. 1 / 8 / but not Rs. 2 ... 8 

5 . For subsequent any one rupee .... 4 


The enhancement of the rate has resulted in rise of 
income to the tune of Rs. 1£ lacs a year. There are no 
other rates than those mentioned’above. 

With regard to exemption the note has already been 
made to this effect. 


4. As regards the administrative set up it is mention¬ 
ed that the Comrdissioner, Deputy Commissioner, Sales- 
tax, Sales tax Officers and Assistant Sales-tax Officers 
who are working for sales-tax purposes, are also respon¬ 
sible for the administration of the Patiala Entertain¬ 
ment Duty Act, 2002 and there is no separate establish¬ 
ment provided for the said Act. 

5. It has already been stated that there is no separate 
establishment for the administration of the Patiala En¬ 
tertainments Duty Act, however, the receipts figures for 
the last three years since the control of the Act was 
transferred to this department are given as under:— 




Rs. As. Ps- 

1950-51 . 

• 

• 3.09.597 4 9 

i95>-5* . 


. 4 . 70.178 3 0 

1952-53 . 


• 4.43.927 2 0 

As regards the efficiency of tax 
tax collection it is mentioned that 
the administration of the Act has 

administration and 
since the control of 
been transferred to 


this department the income has considerably increased. 
This is mainly due to the fact that the control over the 
cinema managements has been tightened and consequent¬ 
ly they have gegun to comply with the Provisions of the 
Act and Rules. 

As regards the collection of tax the department is not 
experiencing any difficulty. 

The rate of the tax in this State is same as in Punjab 
our neighbouring State. The very reason by which the 
income has uptrend shows that, the rates are not high 
taking into consideration the position of the tax payer 
in this State. 

6 . As per receipts given above it can clearly be con¬ 
strued that the receipts had upside trend in the year 
1951-52 as compared with the income of the year 1950-51 
in the year 1952-53 we have noticed a slight fall which is 
mainly due to the prevailing economic Conditions in the 
State being country-wide question. 

7. As regards arrears practically there are no arrears 
under the Patiala Entertainments Duty Act, While nar¬ 
rating the main features of the Patiala Entertainments 
Duty Act, and Rules above under question (1) it has 
been stated that any sum due under the Act which falls 
as arrears is recoverable as arrears of land revenue, 
under section 10 of the Act. 

8 . The following principle methods of evasion which 
are generally practiced by the Cinema management are 
as under:— 

(i) By admitting persons without admission tickets 
as well as evading the fixation of duty stamps 

(ii) Keeping duplicate sets of accounts and ticket 
books. 

(iii) By affixing used stamps. 


(iv) By misusing certain provisions of the Act and 
rules where the duty stamps are not applied on 
the tickets for entrance. 

(v) Discretion by declaring the different rates of 
different classes or box in an entertainment 
premises. 

• 

The evasion can only be minimized if heavy punish¬ 
ment is, prescribed by Government for contravention of 
the provision of the Entertainment Duty Act and Rules 
and more powers should be given to the checking Autho¬ 
rities. The Taxation Commissioner who is authorised 
to compound the offence under this Act, should be em¬ 
powered to decide the eases of evasion which normally 
go to a Court of Law for decision in the absence of the 
consent of the Proprietor of an Entertainment to agree 
to the composition of the offence. It may be argued in this 
connexion that the department who has to deal with the 
administration of the Act is in a better position to know 
abput the mis-deeds of the Cinema Proprietors than a 
Magistrate. The latter generally take lenient view of 
offences under this Act. From the executive point of 
view the Department is to avoid prosecutions as far as 
possible. Left to the departmental head, such matters 
will be decided sooner and will keep the offenders under 
control. 

The issue of complementary ticketsdo not, in any way, 
harm the exchequer because the Government realizes 
the Entertainment Duty on the • issue of these tickets. 
The collection of this duty should always be affected by 
affixing stamps on the tickets as this is the only appro¬ 
priate way of collection as well as of checking. 

Question No. 172. 

This tax is usually levied on tickets of admission to 
entertainments or amusements■, of which the cinema is 
by far the most important. In this regard, the Cinema¬ 
tograph Industry Enquiry Committee considered the in¬ 
cidence of the tax on the industry too heavy. Do you 
agree with this view and, in particular, do you consider 
that the rates have reached the point of diminishing 
returns'! 

The Committee also suggested uniformity in the rates 
of duty which differ widely from State to State. Do you 
agree with this view ? If so, how should it be achieved'! 

How far would you apply graduation in the rates of 
entertainment tax ? 

What modification in the system of leavy would you 
suggest ? 

So far as the rate of tax on the entertainments is con¬ 
cerned, I am obliged to differ with the view of the Cine¬ 
matograph Industries Enquiry Committee that the inci¬ 
dence of taxation is heavy. No doubt the entertainment 
tax is being paid today by common man in the State 
who wants to enjoy his evening yet there is a certain 
effect with these luxury taxes and the burden of this 
taxation is mostly borne by better class of people. In 
this State the incidence of taxation in this respect is 
four annas a rupee which has been gradually brought 
up from two annas per rupee. I can say with confidence 
in regard to my own State that the higher incidence of 
taxation had not made any difference either in regard to 
the Government revenue or the number of cinegoers. 
Though no definite proof is in my possession yet I am 
informed that some other sister States of the Union are 
levying higher rate of . tax than levied in this State and 
I am §ure that they would agree with my view that the 
rates imposed by them have not shown any point of 
deminishing return; I also do not agree with the sug¬ 
gestions of the Committee so far as the uniformity of 
rates of duty is concerned. The imposition of duty on en¬ 
tertainment do not lead to the evasion to the extent of 
inter-State evasion and, therefore, all the States should 
be allowed to levy such rates of duty as suits them and 
their economy. The rate of entertainment is introduced 


in this State as follows: — 

1 . Not exceeding annas 4 



As. 

t 

a. Exceeding As. 4 but not As. 8 . 


• 

2 

3 . Exceeding Re. 1 but not Rs. 1 / 8 / 

• ■ 

• 

6 

4 < Exceeding Rs. t/ 8 / but not Rs. 2 



8 

5 . For subsequent any one rupee . 

• 


4 


Whatever the rate of tax be levied on the entertain- 
jnents I am of the view that the same graduation should 
apply in all cases. This Government has no modification 
to suggest in the system of levy of Entertainment Duty 
as the present form of the levy of tax by way of affix¬ 
ing entertainment duty stamps on the tickets for en¬ 
trance to a premises is easily manageable. 




In this State mostly the entertainments tax is realiz¬ 
ed from Cinemas and only a meagre amount of tax i.e, 
Rs. 10,000 to Rs. 15,000 is realised from Casual Enter¬ 
tainment, such as Circuses and performances like 
dramas, etc. 

Question No. 173. 

What principles would you adopt in regard to exemp¬ 
tions'! Should the criterion be :— ( 

(i) character of the entertainment (e.g., education¬ 
al films); 

(ii) nature of object to which net receipts are ap¬ 
plied (e.g, charity show ); 

(in) class of persons admitted to entertainments 
e.g, lowest class of tickets ); 

(iv) any other factory 

This State has already allowed exemption to such 
entertainments where the whole of the net receipts of 
the entertainment is to be devoted to the Philanthropic, 
r l e ’ education or scientific purposes. This covers 
Part I and Part II of the questionaire. Moreover under 
the rules the State has also extended the provisions of 
exemption to soldiers, sailors and airmen in uniform 
The persons claiming such exemptions should apply to 
the Commissioner before 10 clear days before the date of 
entertainment and then a certificate of exemption in 
the prescribed form is issued by the Commissioner. It 
shall, .therefore, be seen that all such entertainments as 
referred to above, are already exempt and they have to 
£° m Py only with the conditions as laid down on the cer¬ 
tificates issued. As regard the Defence Officers in uni- 
form the exemption is granted to them when they pre¬ 
sent themselves in uniform for purchasing tickets at the 
box office. The Government has no other factor on 
criteria in view to allow exemptions to entertainment to 
the persons who seek the admittance to entertainment 
premises except that we may consider that all such 
entertainments who give exclusive shows by allowing 
admittance for less than four annas per individual may 
be allowed to charge no tax at all. 

..I will have no objection if the shows of educational 
films released by the Government of India is exempted 
from anv entertainment tax. The criteria in all exemp¬ 
tions referred to above is obviously the nature of object 
to which net receipts are applied, which may be allow- 
j tp continue except in case of religious performance 
admitted on payment and which are performed only to 
vities thS expenses of cele brating certain religious festi- 

Question No. 174. 

j * s evasion of the entertainments tax 
ana what methods of evasion are practised ? What steps 
would, you take to minimise evasion? Should there be a 
or } th e number or proportion of complemen- 
by^stamps? lssue< ^' Should collection be more generally 


serious notice of such offence and may treat it as minor 
incident whereby the Proprietor of the Entertainment 
may get incentive to continue to indulge in those mal¬ 
practices again and again. From the executive point 
of view of the Department is to avoid many prosecutions. 
Moreover law takes its own course to prosecute the 
offender and the results are not very effective. Left to 
the departmental head, such matters will be decided 
sooner and will keep the offenders under control. 

The issue of complementary tickets do not in any way 
harm the exchequer because the Government realizes 
the Entertainment Duty on the issue of these tickets. 
The collection of this duty should always be affected 
by affixing stamps on the tickets as this is the only ap¬ 
propriate way of collection as well as of checking. 

Question No. 175. 

Would you suggest the extension of the scope of ap¬ 
plication of the tax to any other organised and conve¬ 
niently taxable forms of entertainment not taxed at 
present? Would you recommend the exclusion from the 
scope of the tax of any kind of entertainment which is 
taxed at present. 

There appears to be no suggestion in hand to make 
any extension of the scope of this tax. We may also, 
however include religious performances shown by dra¬ 
matic clubs or by the efforts of few individuals in the 
exemption from payment of entertainment tax even if 
the admission is by payment. We may also consider to 
exclude the casual entertainment of mobile nature 
where there is no distinction of class and the admission 
price of which does not exceed annas three. 

AGRICULTURAL INCOME-TAX 
Question No. 130. 

A few States .levy agricultural income-tax, but in al¬ 
most none is it among the more important sources of 
revenue; the progress of the land reforms will further 
reduce its yield. Would you, in order to increase the 
yield from this tax or for other reasons (which may 
please be specified), make major modifications in the 
present system of taxation of agricultural income? If 
so, please indicate the modifications you would make. 

No agricultural income-tax is levied in this State. 
Hence the question of suggesting any modification in it 
does not arise. Thre are very few big land-holders as 
the holdings of a majority of them are either small or 
of medium size whose agricultural income will have to 
be exempted from such tax. 

Question No. 140. 

In particular, do your suggestions involve: 

(a) correlation, and if so, to what extent, of agri¬ 
cultural with non-agriculturcU income-tax; 

(b) alteration, and if so, in what manner, of the 
levy of land revenue? 


,,®° m ® t , im . es the evasion under the entertainment tax 
duty Act, is very noticeable as the amount of tax invol- 
Y** ln regard^ to every individual entrance is pretty 
!*£“**. ^e. following methods of evasion are gene- 
rally practised by the Proprietors: ' 

(1) By admitting persons without admission tickets 
as well as evading the fixation of duty stamps. 

(2) Keeping duplicate sets of accounts and ticket 

DOOKS. 

(3) By affixing used stamps. 

(4) By misusing certain provisions of the Act and 

thI e i-'T, h ! re i the d x ty stam Ps are not applied on 
the tickets-for entrance. 

(5) Discretion by declaring the different rates of 
different classes or box in an entertainment 
premises. 

Can onIy b ? minimized if heavy punish¬ 
ment should be prescribed by Government for contra- 
Provlsions of the Entertainment Duty Act 
f nd tallies and more powers should be given to the check- 
Tbe Taxa ti°n Commissioner, who is 
?hnu?J 1 l ed tc * corn P° und the offences under this Act 
sb0U L d be empowered to decide the cases of evasion 
which normally go to a Court of Law for decision in the 
absence of the consent of the Proprietor of an Enter¬ 
tainment to agree to the composition of the offence It 
may be argued in this connexion that the department 
who has to deal with the administration of the Act is 
better position to know about the misdeeds of the 
Cinema Proprietors which a Court of Law or a Masis! 
trate who is to decide such cases may be ignorfnt of 
and such a Magistrate .may refuse to take such a 


As regards (a), if the correlation suggested takes the 
form, of the levy of a single tax on the total of non- 
agricultural and agricultural income, instead of the pre¬ 
sent separate Central and States taxes, please deal with 
the constitutional, administrative and other problems in¬ 
volved, including the apportioning of proceeds among 
State Governments. Alternatively, if the State Govern¬ 
ments continue separately to levy a tax on agricultural 
income, but the rates of levy are based on the total of 
the two types of income, agricultural and ncm-agricul- 
tural. What are the specific problems which arise, and 
how would you deal with them? 

As regards <b), please indicate the probable not effect 
of the suggested measures on the revenues of Govern¬ 
ment. What administrative or other issues are involved 
and how would you deal with them ? 

(a) Question of correlation of agricultural with non- 
agricultural income-tax does not arise as the former 
does not exist. 

(b) No alteration in the manner of levy of land re¬ 
venue is suggested. 

Question No. 141. 

How would you determine taxable income in the com¬ 
parative absence of accounts in rural areas? What treat¬ 
ment should, in particular, be given to the following: 

(i) expenses of cultivation, harvesting, preparation 
for the market etc; 

(ii) agricultural losses owing to a calamity or other 
reasons; (In this connection, would you favour 
giving the assessee the discretion to choose the 
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alternative of averaging his income over a 
number of years—say 3 to 5 years in order to 
cover good and bad years); 

(iii) depreciation in respect of — 

(a) live-stock. 

(b) implements and carts, 

(c) means of irrigation, e.g. wells etc. 

(d) buildings. 

, It is true that the cultivators do not generally main¬ 
tain accounts of their agricultural income in rural areas. 
Amount of land revenue payable by a person will be 
easy and convenient criterian to judge whether he 
should be exempted from agricultural income-tax or 
not. Persons paying land revenue below a particular 
sum should be -exempted. This sum should be fixed dift- 
rently from pre-war and post-war settlements. Land re¬ 
venue here is generally one half of the estimated money 
value of the net assets which were determined at the 
time of the settlement. Having determined.names of per¬ 
sons who have to pay the tax, the next question will be 
as to how to determine their taxable agricultural in¬ 
come in the absence of accounts. 

Patwaris record the estimated yield per field in their 
kha'sras. Total estimated yield received by a cultivator 
in a particular year can- thus be determined from this 
record for assessment purposes. 

(i) Margin for expenses of cultivation, harvesting pre¬ 
paration for market etc., can be given at some fixed 
percentage of the total yield, as it would be difficult 
to work out expenses on each and every item. 

Another alternative is to allow expenses of cultiva¬ 
tion etc., at some flat average rate' for the cropped area 
in addition to land revenue on the entire area in the 
holding. This flat rate can be fixed for different tracts 
after conducting experiments on selected holdings. Ex¬ 
penses of cultivation differ with different soils and diffe¬ 
rent crops. It will, therefore, be difficult to get the ex¬ 
penses calculated soil-wise on all individual holdings 
under assessment. Taxable income can also be deter¬ 
mined in multiple? of revenue paid or payable. In this 
alternative there will be no question of calculating ex¬ 
penses of cultivation. This will be easiest method to 
work out amount of tax but it will be a very crude way 
and open to objections on the ground that present land 
revenue was not fixed on one and the same time and 
that it was fixed high or low as suited the covenanting 
States at different times. 

(ii) The loss on account of calamity or other reasons 
will be found reflected in the estimated yield and as 
such no separate margin will be necessary. If, however, 
the accuracy of the yield recorded by the Patwari is 
challenged the burden of proof should be on the assesses 
and that too should be determined at a certain percen¬ 
tage of the yield. The assessee should be given the dis¬ 
cretion to choose alternative of averaging his income as 
in this case it will be average income that will be taxed 
which will make margin both for extraordinary years 
of good or bad harvests. 

(iii) Margin in depreciation in respect of live-stock, 
implements etc., etc., should also be at a fixed percen¬ 
tage of the total estimated yield. 

Question No. 142. 

What'rates ivould you prescribe for agricultural in¬ 
come-tax and how would you graduate them ? Is it pos¬ 
sible to have uniform rates in all the States? What 
exemption limits would you lay down ? 

As it is the net agricultural income that is proposed 
to be taxed, rates should be uniform in all the States 
as is the case with the non-agricultural income tax. 

The exempted limits should be the same as in the 
case of non-agricultural. income-tax for the sake of uni¬ 
formity. The tax should be a graduated tax. As the 
conditions in PEPSU are akin to those of Punjab, the 
rate of tax and limit of exemption should be as fixed 
for that State. It has not been found possible to work 
out the exact rates of tax and progression which should 
be so fixed as to bring the amount of< this tax at par 
with the amount Government would have got as if the 
income were from non-agricultural sources. 


LAND REVENUE AND LAND CESSES 
Question No. 143. 

For areas already under or likely hereafter to be 
brought under ryotwari or similar tenures, do you con¬ 
sider that land revenue policy should be based on some 
form of periodical settlement ? 


If not, what alternative would you suggest? How 
would you work it? What would be its probable net 
effect on Government’s revenues ? 

With the abblition of Biswadari in PEPSU the occu¬ 
pancy tenants will become landowners who will be pay¬ 
ing their shares of land revenue. The policy so far has 
been that of periodical settlements and this policy 
should continue as it is administratively convenient and 
is liked by the cultivators. 

Question No. 144. 

If . you are in favour of periodical settlements, what 
modifications, if any, would you make in the practices 
and principles which have been followed •hitherto, and 
why? In your reply, please refer in particular to the 
following — 

(i) Period of guarantee—Should this be shorter than 
in the past? Would you suggest longer periods 
in special circumstances, e.g., when ryotwari 
tenure is introduced for the first time ? 

(ii) Scope of guarantee—Should a fix assessment be 

guaranteed for a specific piece of land (or for a 
proprietary body, as for instance, in the Pun¬ 
jab)? Altematicely, should a basic rate be 
fixed and limits guaranteed within which it may 
vary ? What factors would you take into ac¬ 
count in varying the rate, e.g., area, nature of 
crop, yield, prices, etc? 

(iii) Basis of assessment—How should the basic rate 
be fixed? Would you introduce an element of 
progression? 

(iv) Incentive to production—Would it be feasible so 
to regulate assessment as to provide an incen¬ 
tive for — 

(a) larger'agricultural production; 

(b) shifts in production, e.g., from cash crops 
to food crops or vice versa; 

(c) capital improvements to land? 

(v) Payment in kind—Would it be possible to pro¬ 
vide for payment in kind either partially or in 

•full? Please discuss the advantages, difficulties, 
etc., 

(vi) Uniformity between States—In the application of 
these principles what degree of uniformity bet¬ 
ween different States would be desirable and 
possible? 

Land revenue can either be fixed for a number of 
years as in periodical settlements or it is allowed to 
fluctuate with fluctuations in prices over a certain limit. 
In calculating the market value of net assets for assess¬ 
ment purposes, an average price is fixed for a cycle of 
years during last 20 years after excluding abnormal and 
subnormal years. Sufficient margin is then left for fluc¬ 
tuations. This is why periodical settlements run suc¬ 
cessfully in spite of normal changes in prices of agri¬ 
cultural produce. The tagging of the assessment to price 
level is also possible. This, however, involves the work¬ 
ing out of the fresh demand with rise or fall in prices 
over a certain limit. The accuracy of working out a 
fluctuating demand based on price level will depend 
upon the efficiency of the land records staff. It would 
take some years before the land records staff in PEPSU 
comes at the required level of efficiency. For practical 
purposes here the settlement for fixed number of years 
will be more convenient. 

PEPSU has been formed by the integration of 8 States, 
the settlements of which were taken up in different 
years and their terms will expire as shown in the attach¬ 
ed statement. The revenue in most of the States was 
fixed at the rate of half net assets. In Malerkotla 
however, nearly full net assets were taken as revenue. 
Now in Punjab which adjoins PEPSU the percentage has 
been reduced to one fourth and we will have to apply 
this percentage here in PEPSU. Normally this should 
have decreased the land revenue by half but this will 
be counter-balanced by corresponding or more rise in 
pdice level. On account of there being notified principle 
in common with the Punjab territory the PEPSU Gov¬ 
ernment had to give rebate of 2$% or revenue in Kapur- 
thala and Malerkotla tehsils because of the revenue in 
them being more than in adjoining Punjab villages. 

(i) The general policy should be to have short term 
settlements in the initial stages and also in settlements 
undertaken in periods of slumps and booms. In PEPSU 
steps are being taken for the first time to resettle the 
areas where revision settlement is due on uniform shares 
of net or gross assets and price level. The records will 
also need careful preparation consequent on refugee pro¬ 
blem, allotment of evacuee land and abolition of biswa¬ 
dari rights in favour of the tenants. So records of 
rights for the post partition period now for the first 
time will be prepared. It will be necessary to revise 
them earlier than for part A States where they have 



become stable on account of incorporation of latest 
changes duly checked. In PEPSU the question of change 
in tenure consequent on the abolition of the biswadari 
system and conferral of rights on tenants at will, if order¬ 
ed will give added reasons to have a shorter term than 
40 years. It will therefore, be desirable to fix the term 
of present settlements for 20 years. 

(ii) Fixed assessment guaranteed for a particular 
period gives an impetus to the cultivators which genera- 
rally is absent in the case of fluctuating revenue. 
Fluctuating revenue tagged to the area of the holding 
nature of crop or to yield will be comparatively difn- 
cult to work in a tract where land records staff, as also 
the revenue records are not up to the standard of Part A 
States. Once a land revenue is fixed it should not be 
varied during the currency of settlement unless for ex¬ 
traordinary reasons for which provision is made in the 
Land Bevenue Act. 

(iii) Basis of assessment. —This has been different 
at different times in different component-units of the 
Union. Popular opinion favours the tendency to reduce 
the share of the State which used to be half the net 
assets at one time but which has now been reduced to 
l/4th. In'Rajasthan the basic rate is fixed, on the money 
value of one-sixth of the gross produce at an average 
price of last 10 years excluding abnormal and subnor¬ 
mal years. As between a fixed demand for the fixed 
period of settlement and fluctuating demand tagged to 
the priee level the latter may appear to be comparative¬ 
ly more equitable but working it out from time to time 
with the changes in prices will involve extra work to 
the land records staff whose duties have already in¬ 
creased of late. It will also be more expensive to work. 
It is true that the net assets do not remain same for all 
the years of settlement but for assessment purposes an 
average is taken which gives margin for good and bad 
years. From administrative point of view and also hav¬ 
ing regard to the public opinion the basic rate should 
remain fixed for the period of settlement. 

Progression for land revenue assessment may look or 
reasonable and more so ifihe graduated system of agri¬ 
cultural income tax is introduced. Some minimum limit 
of fixed rates will have to be fixed if the progression is 
to be graduated just 5s is done in the case of income 
tax It will, however, be difficult to work. The amount 
of land revenue will have to be changed with the chan¬ 
ge in the holdings of individuals from year to year. 
The idea of discrimination involved in progression 
assessment will also make the measure unpopular. It 
will also result in encouraging fragmentations of hold¬ 
ings to avoid the rigour of progressive assessment. 


(iv) (a) Incentive to production. —-It is intensive and 
better looked after cultivation that pays high dividends 
and not necessarily the larger holdings. Any conces¬ 
sion if given for larger agricultural production based 
on larger farms will necessarily be for the big land 
holders. If incentive for increase in production is to be 
given it can be given by offering prizes to cultivators 
who 'show good results as at present in some States. 
The grant of concession in revenue will introduce an 
element of discrimination as between big and small 
holders. To avoid discrimination the rates should con¬ 
tinue to be uniform both for big or small holdings. 

(b) Incentive to shift in production can be given in 
the shape of subsidy whenever the change from one 
crop to another is desirable in the wider interest of the 
country. There should, however, be no point for dis¬ 
crimination in assessment. 

(c) Improvements are exempted from assessment. 
Thus if a land holder executes any work of improvement 
on his holdings e.g., construction of wells, tanks, level¬ 
ling or bunding fields on large scale etc., the land irri¬ 
gated by him is assessed as if it was not improved and 
this concession continues for the term of settlement. The 
exemption of improvement from assessment is thus suffi¬ 
cient incentive to make landholders invest money and no 
further concession is necessary. 


(v) Payment in kind.-^This form of Assessment is 
very primitive and every where it is being substituted 
by cash payments. The importance of this kind of pay¬ 
ment in kind is felt some years back when Government 
had to adopt the policy ot procurement or levy when 
grain was needed by it. The inherent defects are about 
the collection at only central places, their storage, mix¬ 
ing of different qualities of the same grain etc. Pay¬ 
ment in cash shQuld therefore be the rule. 


(vi) Uniformity between states .—It will be desirable 
to have uniformity between the different States so far 
as the principles of assessment are concerned. 

23 —a T. E, Com, 


Question No. 145- 

In regard to a resettlement as distinguished from an 
original settlement, what additional principles, if any, 
would you suggest ? 

In original settlement new survey of land is done, re¬ 
cord of rights are prepared for the first time and asses¬ 
sment is made. In re-settlement fresh survey may not 
be necessary and so also revision of records of rights 
if they are kept up to date by the Land Records staff by 
incorporating in them the changes that have taken 
place from year to year. The method of assessment should 
also not be very elaborate as in the original settlement. 
Villages with sijnilar soils, marketing facilities, railway 
communications and road transport are grouped into 
assessment circles. In assessing land revenue on mdi- 
dividual villages within a circle consideration is made 
for different kinds of soils, irrigation, distance from the 
Abadi, position or the lie of the land etc., and rate for 
these lands differ in proportion to their productivity as 
estimated by the local cultivators. The classification 
of the soils can either be very elaborate by sub-dividing 
Chahi, Barani and Nehri soils int<? a number of sub¬ 
classes or simple by keeping their sub-divisions small 
in number. In the revision settlement the aim is towards 
the simplification of soil classification by regarding the 
number of sub-divisions of the three mam classes. 
Particular attention will, however, have to be devoted 
to lands which have been brought under plough during 
the currency of the settlement and also to the changes 
that have taken place from Barani to Chahi or Nehri or 
vice versa. 

Consolidation operations are in progress for the last 
two years on a vast scale. It is now aimed to complete 
these operations by 1955-56 with an added strength of 
field staff for which a Five Year programme has been 
drawn up. There is a demand from the cultivators that 
revision settlement operations should not be undertaken 
prior to consolidation. This is reasonable. The maps 
and other records prepared in the revision settlement 
will have to be replaced by records prepared in conso¬ 
lidation. The expenditure and labour spent on map 
correction and resurvey operations will be a waste if 
consolidation operations follow soon because in conso¬ 
lidation the holdings are changed and new shape 
given to fields. In settlement the assessment is arrived 
at by having different rates for different soils on the 
basis of their productivity. The land is divided into 
Chahi, Nehri and Barani with a number of sub-divisions 
and their relative value is expressed in factors. In con¬ 
solidation, soil classification of a field as it is done in 
settlement, is not taken into consideration at all. Its 
productivity or the value of the field is expressed in 
anna valuation. It is on the basis of this valuation that 
exchanges are worked out. If this valuation can be 
utilised for working out the relative rates for asses¬ 
sment purposes much duplication about soil classification 
will be avoided. It will perhaps be equally reasonable 
basis for assessment as it is for exchange. I will give 
this change a trial in one circle in the revision settle¬ 
ment operations that are now being taken up simulta¬ 
neously with consolidation by amalgamating these two 
operations i.e., consolidation and settlement. 

Question No. 146. 

Where resettlement is overdue but cannot yet, for ad¬ 
ministrative or other reasons, be undertaken what transi¬ 
tional steps would you recommend in order to bring the 
old rates into conformity with changed conditions '? 

Would you levy a surcharge on the old'rates graduat¬ 
ed if need be with reference to such factors as crop 
grown, size of holdings etc. ? 

How would you provide against the possibility of such 
a surcharge accentuating the disparity already present 
as a result of settlements of different areas having been 
undertaken at different times'! 

If the existing disparity is itself of a significant de¬ 
gree, what steps would you take to reduce it ? 

Question No. 147. 

Since a certain degree of disparity may be present — 
(i) between the pre-existing and the newly merged 
areas of a Part A State ; or 

(ii) between the different units which have gone to 
form a Part B State; 

What steps, if any, would you take, pending a gene¬ 
ral resettlement of such areas, towards removal or re¬ 
duction of disparity ? 

The simplest way is to levy a surcharge at a certain 
percentage on the existing rates that may be justified 
by the increase in the price levy, general development 
of the tract and conditions of the people. The taking 
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of resettlement on the old elaborate lines is both costly 
and troublesome to the cultivators. The disparity 
already present in .the different units because of settle¬ 
ments having been taken at different times and by diffe¬ 
rent officers can be removed by levying proper rates of 
surcharge. Where the existing rates of assessment are 
already high the percentage of surcharge should be less 
than in tracts where the existing rate is comparatively 
low. If graduation is done the disparity will tend to 
minimise. The loss of revenues in the areas in which 
the term of settlement has expired or where it is about 
to expire can be made good by levying a surcharge the 
rate of which Government may fix after considering fore¬ 
cast reports for those tracts. Officers are being put on 
this job. Having once arrived at a conclusion, after 
hearing the objections of view points of the cultivators, 
it will be easy to demand the surcharge at this uniform 
rate from the land owners. The working will not be 
difficult, but will be done by the staff now incharge of 
collecting the demand. This system is open to some tech¬ 
nical objections that every land and every land-holder 
will be required to pay at one and the same rate of 
increase irrespective of changes that may have occurred 
in their land. Cultivators will perhaps be found agree¬ 
able to pay surcharge rather than to pay the same after 
elaborate settlement operations. The rate of surcharge 
should be uniform and should not depend upon the 
nature of crops grown or size of the holding etc. The 
rate of surcharge should be based considering the dis¬ 
parity already present as a result of settlement of diffe¬ 
rent areas having been undertaken at different times. 
The forecasting officer will take into consideration these 
factors in making recommendation and to modify his 
recommendation there will be view of the cultivators 
which will be invariably invited. ' 

Question No. 148 . 

Where, ryotwari or similar tenures are introduced for 
the first time, on the abolition of Zamindaris, but settle¬ 
ments cannot yet be undertaken, what interim steps 
would you take to regulate assessments? 

In this connection, how would you deal with the 
following special problems: 

(i) fixation of post-abolition assessment with refer¬ 
ence to (a) pre-abolition rent and (b) compen¬ 
sation payable by the State and/or the occu¬ 
pant; 

(ii) paucity of sufficiently detailed land records or 
of economic data, e.g., market rents; 

(iii) lack of trained staff required for work in re¬ 
gard to (a) land records, (b) new surveys and 
(c) new settlements? 

Would these problems be present in an aggravated 
lorm in permanently settled areas, such as West Ben¬ 
gal? 

Royatwari or , similar tenures are not being introduced 
in PEPSU. The rates of different kinds of land should 
be fixed and the land owners in possession should be 
asked to pay a total revenue of the land in their pos¬ 
session at those rates. The average rates in different 
kinds of lands will first have to be fixed to enable a 
demand to be made from ryots or holders whosoever 
may be required to pay direct to the Government after 
the abolition of the middle-men. 

There are cases in which land is held either by occu¬ 
pancy tenants or tenants-at-will. The rent of a holding of 
an occupancy tenant is fixed by the revenue court in case 
of disputes. Land revenue is fixed by the Settlement 
Officer and it remains fixed during the currency of the 
settlement. The rate at which a tenant should be made 
to pay sho.uld be the rate'at which a land owner is re¬ 
quired to pay to the State. In the case of tenant-at-will 
rents are fixed on a contract basis as agreed upon bet¬ 
ween him and the landlord. It has no relationship 
whatsoever with the land revenue that the land owner 
pays for it. In such cases if the tenant-at-will is to be 
protected he should be treated at par with an occupancy 
tenant. His rent should also be fixed not by a contract 
between him and his landlord but by the Settlement 
Officer on the same principles on which rents of occu¬ 
pancy tenants are fixed. 

(i) Generally speaking pre-abolition rent should be 
fixed as post-abolition assessment if the State has paid 
compensation to acquire middle men’s rights. If, how¬ 
ever, these rights are being bought out by cultivator by 
paying compensation it will be reasonable to allow him 
to retain the difference between the rent paid by him to 
the owner and the revenue which was paid by the owner 
to the State to compensate him for what he has spent 
in buying out the landowner’s rights. 

(ii) & (iii) Any work other than land records will 
be new to the land records staff and unless they are spe¬ 
cially trained in that work they will not be in a position 


to do it. Consolidation operations on a vast scale are 
in hand in PEPSU in the course of which killas are 
formed and demarcated and every field is valued in 
terms of annas to denote their productivity. If the 
assessment is to be tagged to the valuation fixed in con¬ 
solidation instead of being based on the soil classifica¬ 
tion the difficulties envisaged in this para, will disappear 
to a large extent. A little training to the existing con¬ 
solidation staff will solve the difficulty, as the burden of 
this work will not be on the land records staff but on 
the consolidation staff. 

Question No. 149 . 

Do you think that the principles of assessment of land 
revenue will require modification if co-operative farm¬ 
ing is more widely adopted? If so, in what directions? 

Principles of assessment will not require any modifica¬ 
tion if co-operative farming is widely adopted as the 
basis of assessment is the present productivity of the 
land irrespective of the fact whether it is individually 
cultivated or • cultivated on co-operative basis. If the 
idea is to give some sort of encouragement for coope¬ 
rative cultivation the best course, in my opinion, will 
be by way of concession and not by way of.different 
rate for lands under co-operative cultivation. 

Question No. 150 . 

Have you any comments to make on policies in respect 
of— 

(i) alienation of land revenue in forms in which 
such alienation subsists and may continue to 
subsist (e.g., devasthaniams) ; 

(ii) concession in land revenue, both ad hoc and re¬ 
gulated, e.g., on (a) sale of land belonging to 
or at the disposal of Government or (b) trans¬ 
fer of such land either on special tenure such 
as impartible or inalienable tenure or on ordi¬ 
nary tenure to special classes of lessees such 
as educational or charitable institutions and co¬ 
operative societies; and 

(iii) suspensions and remissions? 

(i) Grants for religious, charitable, education and 
social purposes are reasonable. Any grant other than 
to charitable educational institutions, public welfare 
institutions will be out of date in the present set up. 

(ii) Concession in land revenue should be given only 
to educational or charitable institutions. When land is 
given to them it has been custom here to sell the lands. 
It will be more advantageous if grants are made instead 
of leases or sales to these institutions subject to cer¬ 
tain conditions the failure of which should entail the 
resumption of the grant. It will not be possible to see 
or to enforce that the lands are properly used for the 
purposes for which they were sold. Conditional sales 
may give rise to litigation. In future, therefore, it ap¬ 
pears desirable that grant should be made subject to 
such conditions as the Government may like to impose. 

Question No. 154 . 

Are there any suggestions which you would make in 
regard to the assessment of 

(i) agricultural land in rural areas, used for non- 
agricultural purposes; 

(ii) land classed as agricultural but now part of an 
urban area and used for non-agricultural pur¬ 
poses; and 

(iii) land classed as non-agricultural, whether in 
rural areas or in urban areas, and used for non- 
agricultural purposes? 

The urban land which has a site value should pay 
land revenue at a rate which should be different from 
the rate of the land as agricultural land. Without any 
direct efforts of the land owner the value of the urban 
land generally increases with the growth of the town 
and other amenities provided by the State. In the ab- 
sense of any rules for the change in assessment conse¬ 
quent on diversion of agricultural land for building pur¬ 
poses the entire unearned benefit of land goes to the 
land owners. It is reasonable to expect Government to 
get a share out of it. This will be possible only if as¬ 
sessment is fixed on the urban land and if it is to be re¬ 
vised periodically just as is done in revision settlements 
for agricultural lands in rural areas. With this comes 
the question whether the urban land, should be disclosed 
of in free-hold or in lease-hold rights. If it is to be 
sold in free-hold rights without reserving any revenue 
for future the entire unearned increment from that land 
will go to its owner. If Government is to get its due 
share land should be given in lease-hold rights on re¬ 
ceipt of premium determined in open auction generally 
and on annual -rent which should be revised periodically 
in settlements. From financial point of view it is also 



desirable that revenue should be received continually in¬ 
stead of taking it only in shape of commutation. At 
present there is no provision in the Land Revenue Act 
for changing the assessment of agricultural land in rural 
areas on its being diverted for non-agricultural pur¬ 
poses. As a general rule, the value of land which is 
diverted for non-agricultural purposes in rural area is 
greater than its value as agricultural land. The land 
holder should, therefore, be made to pay an enhanced 
revenue with reference to its increased value. 

(ii) In urban areas also land can be both agricul¬ 
tural and non-agricultural. Whatever justification has 
been given in (i) above for land for non-agricultural 
purposes for fural areas holds equally good in the case 
of urban areas. This will only be possible if a suitable 
provision is made in the Land Revenue Act for assessing 
agricultural land in its diversion to non-agricultural use. 

(iii) Non-agricultural land for residential or commer¬ 
cial purposes deserves to be assessed as building land 
with respect to its situation in villages or in towns. The 
aim of periodical settlement for agricultural land is to 
give to Government its due share by way of increase 
in revenue as a result of change in prices, developments 
of the tract in respect of communication, irrigation 
facilities etc., etc., which the cultivators get without 
any special effort on their part but as the result of 
general development. Similarly with the growth in the 
importance of towns and amenities the value of non- 
agricultural land increases considerably and it is but 
reasonable to expect the Government to have a share in 
the unearned incerase in the value of non-agricultural 
land. This can only be done if such land is let out or 
or sold in lease-hold right. The assssment on building 
land for residential purposes will have to be different 
from assessment of land under industrial purposes as 
the value of land for the former is comparatively less 
than its value as industrial land. 

Question No. 152. 

Is the administrative system, in so far as it is concern¬ 
ed with the collection of land revenue, adequate? Is 
there a tendency to enlarge the functions of the reve¬ 
nue staff, especially at the village level, so as to include 
“development” or “extension’’ duties'! If so, how far is 
such tendency likely to affect the efficiency of revenue 
collection and administration? 

The work of a village patwari has increased with a 
number of development plans coming into existence as 
it is he who has the custody of the records on the basis 
of which different schemes originate. Addition of mis¬ 
cellaneous work to the duties of patwaris has affected 
efficiency of land records kept by him. 

Question No. 153. 

Is there a tendency to delegate the functions of the 
State Government in respect of land revenue to local 
bodies? 

In what areas, to what extent and subject to what 1 
conditions has the delegation taken place, and what les¬ 
sons. if any, may be drawn from the experience hitherto 
gained ? Do you consider such delegation fiscally and ad¬ 
ministratively desirable ? Would it improve the position 
if the revenue collected under it was earmarked for spe¬ 
cific local purposes'! 

It can be argued that the duty of collection of revenue 
should be enstructed to the’ local Panchayats and they 
should be given some percentage of the collection which 
at present is being given to the Lambardars. This will 
give them some additional funds. This will, however. 

Statement showing term 


add to their work. Before adopting this as a general 
policy this experiment may be tried in a selected group 
of villages to see how this system works. 

The advantage of car marking, certain percentage of 
collection for specific local purpose will be an incentive 
for improving collection by the local Panchayats. On 
the other hand it seems desirable that the amount to 
be spent for specific local purposes of utility should not 
be dependent upon the Panchayat’s quality or quantity 
of collection work but On the merits of the utility work. 

Question No. 154. 

« 

(i) What should be the basis of levy of land cess? 
Should it be land revenue or anual value? 

(ii) Would you introduce a degree of graduation in the 
rates of land cess? 

(iii) (a) To what extent do you consider it suitable 
that land cesses should be placed within the purview of 
local bodies? 

(b) Should the cesses be earmarked for specific pur¬ 
poses more closely related to the rural tax-payer? If so, 
please give your suggestions. Alternatively, do you pro¬ 
pose one consolidated cess for local purposes? 

(iv) Are there any special problems involved in the 
assimilation of the rates of land cess. (a) in the merged 
areas of Part A States and (b) in Part B States? 

(i) The advantage of levying a graduate cess will be 
that big land holders will pay more than what they 
would pay at a flat rate. But this is likely to increase 
fragmentation of holdings to avoid the rigour of gra¬ 
duate cess. Another difficulty will be that it will have to 
be worked out from year to year on the occurrence of 
changes in the holdings. This is why a uniform rate 
is recommended being easy of working. 

(ii) Cesses should be uniform anal there should be no 
degree of graduation on their rates for one and the same 
cess. 

(iii) There are no local boards or district councils in 
PEPSU. 

(a) Responsibility to open and maintain schools and 
roads is that of the State and so long as this continues 
there is necessity to place the land cess within the pur¬ 
view of the local bodies. The Panchayats can be given 
grants at present without any specific portion of the cess 
being allotted to them. 

(by It is more advantageous to have a consolidated 
cess for local purposes leaving its allocation to the dis¬ 
cretion of the Government. If the cesses are earmarked 
for specific purposes the discretion to Government will 
disappear. Moreover collections on account of cess from 
individual villages annually will not in way be 
sufficient to meet its needs. While making apportion¬ 
ment of the general cesses Government does take into 
consideration the local needs of the rural population. If 
the cesses are to be divided for different purposes ins¬ 
tead of a consolidated one, it is likely to cause dissatis¬ 
faction if those purposes are not achieved in the village 
concerned. Taking all these factors into consideration 
it will be better to collect a consolidated cess. 

(iv) It is reported that the rates of cesses were diffe¬ 
rent in different erstwhile States and enclaves from 
other Provinces now forming a part of PEPSU. They 
have to be brought on uniform basis but no special diffi¬ 
culties have arisen in this work. 

settlement in PEPSU 
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WATER RATES 

1. The water rates (Occupiers Rates) are levied 
under Section 36 of Northern Indian Canal Drainage 
Act VIII of 1873.” This section of the Act gives powers 
to the State Governments to frame rules for charging 
and fixing scale of rates. The rates in Patiala and Pun¬ 
jab on Sirhind Canal and Western Jumna Canal systems 
were same and this practice continued till kharif 1924. 
After the first great war the question of enhancing the 
water rates to be in keeping with high prices of the ag¬ 
ricultural produce came to be seriously considered both 
in the Punjab and Patiala. Notifications for enhancing 
the rates were issued by both the Govrnments in April 
and May, 1924. This was met with* serious objection 
from the public and the Punjab Government had to 
modify the rates in October 1924 while the PEPSU Gov¬ 
ernment whose rates were comparatively pitched high¬ 
er than Punjab did not make any amendment. The 
rates which were prevalent in different States are given 
below:— 


As soon as any cultivator gives water to his land, the 
Village Patwari makes an entry in Khasra Shudkar. If 
it is initial watering he mentions the same, otherwise 
he enters the name of the crop. The entry is continued 
to be made in the register as the crops are shown by the 
Cultivator. . 

After the maturing of the crop the demand statements 
are prepared by Patwaris and the water rates are char¬ 
ged on the basis of Schedule of Rates for different crops. 
These statements are then consolidated villagewise and 
are sent to the Executive Engineer after Zilledars and 
Deputy Collector have checked them. The Executive 
Engineer then sends thfe statements to the Collectors, 
i.e., Deputy Commissioners who collect the Revenue 
through the Tehsildars etc. 

There is no appeal against the assessment but under 
rule 70, the owner of the land or the Lumberdar of 
the village is allowed to appeal before the Executive 
Engineei regarding wrong entry of rates etc. 


Principal crops on perennial <— 
Canals 


Rate per acre. 



Punjab 

Patiala 

Nabha 


Rs. As. 

Rs. As. 

Ps. 

Rs. As. Ps. 

Sugar cane . . . • . 

ii 

o 

15 0 

°*7 

12 00-7 

Cotton .... 

4 

8 

6 11 

4-8 

5 8 

Wheat Barley oats 

4 

4 

6 9 

7-2 

5 4 

Maize ..... 

4 

4 

6 0 


5 0 

Oil seeds .... 

4 

4 

5 8 

48 

4 4 

Bajra, Gram Masur, Pulses . 

3 

4 

4 

9’6 

3 4 

Jawar, China, Gram and Fodder 

2 

8 

3 8 

0 

1 8 


crops. 

The agriculturists of erstwhile Patiala State, later on 
of PEPSU, were vociferously clamouring for reduction 
of rates so as to be at par with the Punjab. The dis¬ 
parity between Punjab and Patiala were two glaring 
and therefore after thorough consideration P.W.D. re¬ 
commended the following rates on 12-1-1950— 

( 1 ) The’schedule of water rates for the PEPSU 
should be the same as may be in force 
in the Punjab from time to time, and any in¬ 
crease or decrease should be introduced simul¬ 
taneously in PEPSU. 

(2) To cover the seigniorage charges, additional 
levy of 0-1-0 a Rupee should be made. 

(3) An annual grant of Rs. 3 lakhs should be made 
for five years to the effect long over due re¬ 
modelling improvements in the irrigation sys¬ 
tem. 


When a cultivator feels that a crop is not up to stan¬ 
dard, he can apply to the Executive Engineer, Deputy 
Collector, or S. D. O. for remission under Rule 20 of the 
Act. The site is then inspected by Zilledar. He informs 
the Zamindar at site about his decision. Certain per¬ 
centages of checking work of Zilledars has to be done 
by the S.D.O. and the Deputy Collector, if the owner 
still finds that the remission given by the Zilledar is. 
not adequate, he can file an appeal to S.D.O. Deputy 
Collector or Executive Engineer against the orders of 
Zilledars • while to the Executive Engineer against the 
orders of the S.D.O. and Deputy Collector. The Execu¬ 
tive Engineer is the final assessing authority. 

For general failure of crops due to natural calamity, 
the villagers have to approach the Government. Remis¬ 
sion of general nature can be given by Executive En¬ 
gineer and Deputy Commissioner jointly up to Rs. 25,000 
in a Division, while Superintending Engineer and Com¬ 
missioner can give remission to the extent of Rs. one 
lakh. Remission above Rs. one lakh in one Division can 
be given jointly by Chief Engineer and Financial Com¬ 
missioner (Revenue) who are the final authority on this 
subject. 

Annexure C shows separately the receipts from water 
rates and the working expenditure. The average work¬ 
ing expenditure was drawing Rs. 25 lakhs while the Re¬ 
ceipts were about Rs. 63 lakhs during the last three 
years. The working expenditure includes the total ex¬ 
penditure incurred on assessment of Revenue, distribu¬ 
tion of water, maintenance of Canals and other connec¬ 
ted items. 

6 . The area under irrigation is increasing since 1948-49 
due to remodelling of channels; The receipts during 
1952-53 are comparatively lower than 1951-52. This is 
due to the fact that Tawans levied due to cuts or un¬ 
authorised irrigation were high during 1951-52. 


Before the rates in PEPSU could be revised, the Punjab 
incrased their rates by 50% and this changed the en¬ 
tire position. The proposd Punjab rates were higher 
than the existing rates in Patiala and other covenanting 
states. After going through the whole question the Gov- 
vernment decided not to decrease the rates any further 
and to keep on charging the same rates with slight modi- 
ncation. The rates in Punjab and PEPSU are given in 
Annexure *A\ 


There was however a lot of agitation because of this 
increase in Punjab and they had to reduce the increase 
of the principal crops to 25%. But rates in the PEPSU 
have not been varied. 

2. No amendment has so far been made in Section 36 
of this Act. 


7. This Department has nothing to do with the Col¬ 
lection which is entirely a function of Revenue Depart¬ 
ment. There are heavy arrears. The collection of 
arrear depends on the efficiency of the Revenue autho¬ 
rities under Deputy Commissioner. 

The irrigators try to conceal irrigation, but the check 
exercised by the Department is very strict in this case, 
and there are very few chances of Patwaris mixing with 
cultivators in concealing the irrigation. The check is 
exercised by Zilledar, Sub-Divisional Officer, Deputy 
Collector and the Executive Engineer. Any case of 
cheating which comes to the light of the officers is dealt 
with very severely. If the charges are proved, the Pat- 
waries are immediately dismissed. The loss of revenue 
from cheating is very negligible. 


ANNEXURE ‘A’ 


3. There are only one type of rates and there are no 
concessional or special rates. There is no exemption of 
water rates except iq case of failure of crops or general 
failure due to some natural calamity. The claims for 
exemption on account of failure of crops are made to 
the Executive Engineer by the owners of the land under 
Rule 20 of the above Canal Act. 

4. Water rates are fixed by the Government as men¬ 
tioned above. Based on these rates, Patwaries, Ziledars 
under Deputy Collector prepare demand statements vil- 
lagewise and send them to the Executive Engineer con¬ 
cerned who sends the same to Deputy Commissioner 
for realization of revenues after scrutiny and signatures. 

5. The Executive Engineer is responsible to the Super¬ 
intending Engineer and Chief Engineer while for realiza¬ 
tion purposes. Deputy Commissioner works directly under 
Revenue Department. 


Revised schedule of Occupiers’ Rate's in force in PEPSU 
From Rabi 1950-51. 


Class Name of crop Per bigha Per acre 



Rs. As. 

Rs. As. 

Ps. 

I. Sugar Cane .... 

3 2 

15 0 

0 

II. Sugar Cane on Kharif Channels . 

2 1 

9 14 

4*8 

III. Water Nuts 

1 12 

8 6 

4-8 

IIIA. Rice . . . . 

1 12 

8 6 

4-6 

IV. Indigo and other dyes. Tobacco, 

1 7 

6 14 

4-8 

Poppy, Spices and Drugs. 



IVA. Cotton. 

* 7 

6 14 

4-8 



*75 


ANNEXURE ‘A ’—Contd. 


Glass 

Name of crop 

Per bigha per acre 

V. 

Gardens, Orchards and Vegetables 
except turnips. 

Rs. As. 

* 7 

Rs. As. Ps. 
6 14 48 

VI. 

Wheat . . 

Barley and oats (except on kharif 
channels). 

1 6 

1 5 

649-6 

649-6 

VII. 

Melons, Maize, Fibres (Other than 
cotton) and all crops not other¬ 
wise specified). 

1 4 

600 

VIII. 

Oil seeds (except Rabi oil seeds 
on kharif channels). 

J 2 

5 6 4-8 


IX. Rabi Oil seeds on Kharif channels i i 
Lobia, Been, Peas, Sown in fields. 

X. Bajra, Gram, Masur and Pulses . i o 

XI. Jawar, Grass, which received a or o 13 

more watering and all fodder 
crops including turnips, china. 

Xlf. Water for ploughing not followed o 5 
by a crop in the same on succeed¬ 
ing harvest. Village and Dis¬ 
trict Board Plantation. 


5 * 7 -a 

4 ta 9 6 
3 9 3 

180 


1 Any number of water kharif 

O 

5 

I 

8 

0 

2. One watering in the Rabi 

0 

5 

I 

8 

0 

3. Two or more watering in the rabi 

0 

to 

3 

0 

0 

4. Grass, single watering in kharif or Rabi 

0 

5 

1 

8 

0 

5. Gram if sown mixed with wheat or 
barley. 

I 

3 

5 

it 

2*4 

6. Hemp, Indigo and Goawara sown as 
green manure before 15th September.” 

0 

5 

1 

8 

0 


Nora.—Half the rate 15 to be charged on lift irrigation and on areas served 
by the Banur Canal, PEPSU (u) Areas served by Sunder Sub-Branch of the 
Western Jumna Canal would be levied the same rates as in force in the Punjab. 


ANNEXURE ‘B’ 

Proposed Rates of Batterment Fee 


Amount of Amount of the in¬ 
betterment stalment if the pay- 
. charges ment made by in- 

Type of irrigation per acre of stalments. 

C.C.A. in¬ 
cluded in 
the pro¬ 
ject. 


Rs. 

Perennial 

180 Rs. 8 per year during 
non-perennial stage 
& two half yearly 
instalments of Rs. 8 
during perennial 

stage. Total instal 
ments 36. 

Restricted perennial 

130 One instalment of 
Rs. 5/12/- per annum 
during kharif stage 
and two instalments 
of Rs. 5/12/- in a 
year during peren¬ 
nial stage. 

Non-perennial . ... 

102 30 half yearly instal¬ 
ments of Rs. 4/8/- 
each. 

Sirsa Branch area . 

55 30 half-yearly instal¬ 
ments of Rs. 2/8/- 
each. 

Pepsu area lying south west of 
the line joining Ferozepur 
withjakhal. (Sirhind Canal). 

84 30 half-yearly instal¬ 
ments Rs. 3/12/- 
each. 

Pepsu area lying north east of 
the line joining Ferozepur 
withjakhal. (Sinhind Canal). 

25 30 half yearly instal¬ 
ments of Rs. 1/2/- 
each. 


APPENDIX C 

Preface to Questions No. 155 to 161 —Major Irrigation Schemes 


Name of Work or Works 


Total 

Capital 

outlay 


Area r - 

irrigated Water 
(in acres) rates 


Total Receipts 
Cesses Pc 


Portion of Other 
land reve- receipts 
nue due to (to be 
irrigation specified) 


-—> Working Interest Net Revenue 

Total expenses charges 


* 948-49 


Sirhind Canal 

* 449**07 

720598 

4184141 

N. A. . 

• • 

N. A. . 


' • 

Western Jumna Canal . 

1263893 

149612 

810838 

N. A. 


N. A. 


. . 

Total . 

*5755000 

870210 

• 

4994979 

.. N. A. 

* 949-50 


4994979 

708975 

•• 

Sirhind Canal 

* 449**07 

763*05 

4533472 

N. A. 


N. A. 

.. 

» • 

Western Jumna Canal . 

1263893 

152106 

804696 

N. A. 


N. A. 

- 


Total . 

*5755000 

9 ** 52 ** 

5338168 

N. A 

*950-51 


5338168 

708975 

- 

Sirhind Canal . . 

14491107 

822574 

5101785 

N. A. 


2172902 

652100 

29J28883 

Western Jumna Canal 

1263893 

186480 

1026999 

N. A. 


306383 

56875 

720616 

Total . 

*5755000 

1009054 

6128784 

N. A. 

* 95*-52 


6128784 2479285 

708975 

3649499 

Sirhind Canal 

* 449**07 

805253 

5618026 

N. A. 


j- 2591706 

652100 


Western Jumna Canal . 

*263893 

*99890 

1161053 

N. A. 


56875 

• • 

Total . 

*5755000 

1009816 

6779079 

N. A. 

* 95**53 


6779079 

708975 

4187371 

Sirhind Canal 

* 449**07 

827614 

4819069 

N. A. 


j- 2467005 

652100 

. . 

Western Jumna Canal . 

. 1263893 

217682 

1197108 

N. A. 


56875 

. . 

Total . 

*5755000 

1045098 

6016177 

N. A. 

.. 

60x6177 .. 

708975 

3549 1 72 
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BETTERMENT? 

The irrigation projects in the past were served from 
perennial flows of the rivers. These have now exhaust¬ 
ed and storage in the period of surplus supplies has to 
be resorted to. Besides, Bhakra Nangal Project is being 
constructed at a time when labour and material cost is 
very high. It has thus become a non-prodpctive scheme. 
To make it financially productive, it is necessary to levy 
betterment charges on proprietary lands that are in¬ 
cluded in the project. The scheme will result in consi¬ 
derable increase in the value of land coming under 
Bhakra command. The individual owner of the land to 
be irrigated by Bhakra will be the real gainer whereas 
the State would have to shoulder the burden of the un¬ 
profitable working of the scheme. The great increase 
in the personal wealth of the land owners will not be the 
result of individual efforts. The individuals who will 
gain will be making no contribution towards either the 
solution of the financial problem or refugee problem. 
It is, therefore, both necessary and proper that a portion 
of the unearned increase should be appropriated by the 
State for the service of the community as a whole, more 
particularly as the State will be financing this scheme 
from loan money. 

Regarding the amount of the betterment charges the 
act provides that it shall not exceed one half of the 
difference between the value of the land with reference 
to such data prior to the commencement of any work 
in connection with the irrigation scheme as the Govern¬ 
ment may, by notification in the official gazette fix in 
this behalf and their estimated value with reference to 
such other data after such commencement as the Gov- 
ment may similarly fix. The act also provides that the 
recovery of Betterment charges and acreage rates may 
be made in instalments provided that where the charges 
are allowed to be paid in instalments, interest shall be 
payable in respect of such instalments at such rates as 
may be prescribed and such interest shall be recovered 
in the same manner as the betterment charges and 
acreage rates. 

The actual betterment charges are to be fixed by State 
Government after carefully going through the whole 
problem. In the Bhakra Nangal Project the following 
rates have been taken into account for preparing finan¬ 
cial returns and may be taken as a good guide:— 


Type of irrigation Amount of betterment 
charges per acre of 
C. C, A. included 
in the Project 

: Amount of the instal¬ 
ment if the payment 
made by 
instalment 


Rs. 


Perennial .... 

180 

Rs. 8 per year during 
non-perennial stage 



and two half yearly 
instalments of Rs. 8 
during perennial 

stage. Total instal¬ 
ments 36. 

Restricted perennial 

130 

One instalment of 
Rs. 5/12/- per annum 
during kharif stage 
and two instalments 
of Rs. 5/12 in a year 
during perennial 



stage. 

Non-pitennial . . . 

102 

30 half-yearly instal- 


ments of Rs. 4/8/- 
each. 

Sirsa Branch area . 

55 

30 half-yearly instal¬ 
ments of Rs. 2/8/- 
each. 

Sarsti Canal 

70 

30 half-yearly instal- 


ments of Rs. 3 each. 

PEPSU area lying south west 

84 

30 half-yearly instal- 

of the line joining Ferozepur 

ments of Rs. 3/12/- 

with Jakhal. 


each. 

PEPSU area lying north east 

25 

30 half-yearly instal- 

of the line joining Ferozepur 

ments of Rs. 1/2/- 

with Jakhal. 


each. 


The acreage rates are intended to cover the expendi¬ 
ture incurred by the Government in undertaking rec- 
tangulation, sub-rectangulation or killa band!, levelling, 
topographical surveys, soil surveys, construction of water 


courses or villages roads therein. The above mentiofl- 
ed works shall be carried out entirely in the interest of 
cultivators and, therefore, the charges are rightly de¬ 
bitable to the owners of the land. These shall be reco¬ 
vered from the zamindars through the levy of acreage 
rate. 


On 28 th October, 1950 , Government of India, inform¬ 
ed all states that they should arrange to levy a better¬ 
ment fee on land brought under irrigation through non¬ 
productive river valley projects before they could ad¬ 
vance any further sums as loans. The proceeds of such 
levy should be specially earmarked for the payment of 
Central loans. 


In 1951 , the Planning Commission addressed all the 
State Governments on the subject of levying a better¬ 
ment fee on lands to be benefitted by new irrigation pro¬ 
jects. 


The Punjab Government enacted the Punjab better¬ 
ment charges and Acreage rates act, 1952 under Presi¬ 
dent’s rule and it was published in the “Gazette of India” 
Extraordinary New Delhi dated 18 th January, 1952 as 
President’s act No. Ill 1952 . This Act was repealed by 
the Punjab State Legislature and a fresh bill embody¬ 
ing all the clauses of the Act was passed by both houses 
of the Punjab State Legislature as “The Punjab Better¬ 
ment Charges and Acreage Rates bill 1952 ” bill No. 32 
1952 and was enforced in the Punjab on 24 th December. 
1952 . 


Bhakra Nangal Project is a point enterprise of Pun¬ 
jab, PEPSU and Rajasthan and, therefore, it is essential 
that a uniform practice should be adopted in its entire 
working. It is, therefore, imperative that a similar bill 
should be enacted in this state at the earliest. 


Non-perennial irrigation to certain area of Bhakra 
Project has already been started and the‘realization of 
betterment fee etc. should be started immediately. Any 
delay in making the public conscious of these charges 
would only create complications. The PEPSU better¬ 
ment charges and Acreage Rate bill 1953 has been pre¬ 
pared exactly on the same lines as in the Punjab. The 
bill is of a very urgent nature and its enforcement can¬ 
not be delayed any further. It should, therefore, be 
enacted as President’s Act as early as possible. 


IRRIGATION RATES AND BETTERMENT LEVY 
Question No. 155. 

Would you recommend any of the following taxes, 
either singly or in combination, where a major irrigation 
work has been constructed by the State : — 

(i) o betterment levy representing a portion of the 
incrase in the value of land ? 

(ii) an irrigation rate for the water actually sup¬ 
plied; 

(iii) a small compulsory cess for all lands under com¬ 
mand whether the water is actually utilized or not; 

* 

(iv) any other tax or taxes, as an alternative to or in 
conjunction with the above ? 

No betterment fee is recommended for major irriga¬ 
tion works already constructed by the State unless the 
existing water allowances and capacity factors of the 
system are enhanced. 

This State is partner in Bhakra Nangal Project. 
PEPSU’s share in the project is 22 - 43 %. It is proposed 
to levy betterment fee on all new Bhakra areas and also 
in old areas where supplies are being increased due to 
the Project. The betterment fee in Bhakra areas will be 
uniform in all the participating States and will to some 
extent represent a portion of increase in the value of the 
land. 

(ii) It is not proposed to charge irrigation rate on the 
basis of water actually supplied from irrigation projects 
(excluding tube wells). Present water rates are fixed at 
crop rates and are independent of waterings. The rates 
are different for each crop. The existing rates are given 
in annexure ‘B’. 

(iii) A small cess will be very desirable on all areas 
under irrigation irrespective of areas already irrigated. 
This cess may, however, lead to agitation from the culti¬ 
vators and is, therefore, not recommended. 

(iv) No. 
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Question No. 156 . 

(i) What portion of the increment in land value may 
he reasonably absorbed by the State as betterment levy ? 

(ii) How should it be assessed, in what instalments 
should it be collected and by what administrative machi¬ 
nery 1' 

(Hi) How would you time the recovery in relation 
to development i.e., before the projects come in to full 
operation or afterwards when substantial increment value 
is actually realized? 

( iv) Would it be proper and practicable to impose a 
betterment levy on lands already benefitted by an exist¬ 
ing of irrigation work ? 

(v) Should the proceeds from the levy be earmarked 
for a specific connected purpose e.g. contributing towards 
the cost of particular irrigation project or of other irri¬ 
gation projects? 

(i) The betterment charges leviable should not exceed 
one half of the differences between the value of the 
lands before the scheme came into operation and the 
estimated value after the coming into operation of the 
scheme. 

(ii) It should be assessed on culturable commanded 
area in money or kind. The cultivator should be given 
the option to pay it up in kind or in money in one ins¬ 
talment or 30 half yearly instalments. When charged 
in instalments, interest charges should be added. The 
rates proposed on Bhakra Nangal Project are given in 
annexure ‘A’. 

The betterment fee should be collected through the 
agency who are collecting water rates. 

(iii) The realization of the betterment fee should be 
started one year after the water Jtias been made avail¬ 
able to the area concerned. 

(iv) No, unless supplies are enhanced. 

(v) Yes; but in case the scheme has been financed 
from loan money, the receipts should be first utilized 
to clear the loan. 

Question No. 157 . 

(i) Should the irrigation rate be no more than an ade¬ 
quate charge for the water supplied or should it also 
contain an element of additional levy on the increased 
yield of crops'! Can you indicate with reference to con¬ 
dition in your State whether, and if so to what extent, 
there is an element of additional levey in respect of (a) 
old irrigation works (b) new irrigation works'! What 
limits would you place on the quantum of additional 
levy in respect of (a) old irrigation works (b) new irri¬ 
gation works. 

(ii) Would you base the irrigation rate primarily on 
(a) area irrigated, (b) quantity of water supplied, (c) 
crop value, (d) any other factor'! 

(iii) Are you in favour of periodical revision of water 
rates'! If so, with reference to one or more specified 
States, what period would you consider appropriate in 
confirming with economic considerations and in the 
light of administrative convenience'! 

(iv) Do you advocate concessional or incentive rates, 
particularly in the initial stage of development, with a 
view to encouraging the production of specific crops or 
the adoption of desired farming techniques'! 

(i) The irrigation rates should be based on primarily 
on the quantum of water required for each crop. How¬ 
ever, they may be revised periodically on the basis of 
fluctuation in market value of agriculture produce. There 
should be no additional levy on account of increase in 
yield. The present rates applicable to old irrigation 
works are low and 25 % increased will be very jus¬ 
tified. This will apply to new schemes also where at 
present proposed rates are the same as old rates. It 
may, however, be pointed out that any increase is 
bound to create lot of agitation. ' In the Punjab the 
water rates were increased by 50 % during 1950 and 
there was great agitation. Tile increase had to be re¬ 
duced to 25 % only. Present water rates in PEPSU are 
just equivalent to old Punjab rates with 50 % increase. 

(ii) It is proposed that irrigation rates should be based 
on area irrigated. However, to arrive at these rates for 
different crops, the water requirements and other fac¬ 
tors should be taken into consideration. 

(iii) The water rates rrjay be revised periodically 
keeping in view the market value of agricultural pro¬ 
duce. A revision once in 10 years may be considered 
appropriate. 


(iv) It is not considered necessary to allow any con¬ 
cessional or incentive rates. The demand for canal 
water irrigation is very keen and no more incentive is 
required. 

Question No. 158. 

How would you fix the compulsory irrigation cess? 
Would you make it a small fee relatable to the annual 
cost of maintenance of the work? 

No compulsory irrigation cess is recommended. 

Question No. 159. 

If the item mentioned above—betterment levy, irri¬ 
gation rate and irrigation cess—were discussed in con¬ 
nection with a minor irrigation work, or a tubewell 
scheme, to what extent would you replies have to be 
modified 

It is recommended that uniform policy for levy of 
betterment fee, irrigation rates, and irrigation cess 
should be adopted in the minor as well as major irri¬ 
gation works. A tubewel scheme is linked with con¬ 
sumption of electric energy and ordinary flow rates 
cannot be made applicable to such schemes as running 
cost is very high. The tubewell rates should preferably 
be on volumetric basis and in no case less than twice 
the ordinary rates. The Betterment charges should be 
about 50 % of the charges applicable to ordinary flow 
irrigation. 

Question No. 160. 

In what circumstances would a consolidated rate of 
land revenue—where the assessment includes an ele¬ 
ment of water rates —be preferable to a scheme of sepa¬ 
rate irrigation rates and cesses? 

The land revenue is chargeable on all the areas in¬ 
cluding barani areas whether under irrigation or not 
while water rate is charged on actual irrigation. It is, 
therefore, not considered suitable to have a consolidated 
rate. 

Question No. 161. 

What is the scope for the imposition of a surcharge an 
the irrigation rates based on (a) crop values; (b) sizes 
of holdings, etc., for the purposes of financing projects 
of a local character. 

There is no scope for the imposition of any surcharge 
on irrigation rates in addition to betterment charges. 

TAX ON THE CONSUMPTION OR SALE OF ELEC¬ 
TRICITY 

Question No. 176. 

A tax on the consumption or sale of electricity is 
levied in several States in India. Do you consider that 
this is a suitable tax and may be adopted by other 
States? Would you restrict it to consumers of energy for 
domestic purposes or would you extend it to sales for 
industrial .uses also? 

It is not proposed to levy .any duty or tax on the sale 
of electricity in this State. In May 1949 a surcharge of 
pies six per unit (killowatt hour) was imposed on all 
the consumers of electricity but this had to be with¬ 
drawn during June 1952 on account of public agitation. 

Question No. 177. 

In respect of domestic purposes — 

(a) Should a distinction be drawn between the elec¬ 
trical energy consumed for lights and fans and the 
energy consumed for other domestic purposes (frigidares, 
heaters, radios, etc.)? On what principles would you de¬ 
termine the rates of duty? 

(b) What exemptions would you suggest and on what 
basis? Would you apply a lower rate of duty to small 
consumers? 


(a) There should be a distinction between electricity 
consumed for lights and fans and energy consumed for 
other domestic purposes such as frigidiares, heaters, 
radios, etc. 

The tariff rates to be charged on Bhakra Nangal Pro¬ 
ject were discussed in “The Electricity Tariff Advisory 
Committee” on tariffs for the supply of power from 
Bhakra Nangal Projct and Uhl river system and sliding 
scale of rates have been proposed by the Committee. 
The findings of the Committee in this respect are re¬ 
produced below: 


“The Committee has considered the prima facie slow 
rate of improvement in returns, in the light of the tariffs 
recommended by it and has come to the conclusion that 
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it will not be in the overall interest of power develop¬ 
ment, or indeed of the project, to make any further 
increase in the rate levels. In fact, it is doubtful whether 
there would be any substantial increase in revenues by 
raising tariffs, as this might have the effect of reducing 
the volume of sales and retarding the growth of load. 
The Committee would, for these reasons, and also be¬ 
cause it is most important that there should be some 
degree of certainty and continuity in tariffs, so that'all 
the interests concerned know exactly where they stand, 
recommend most strongly that the tariffs recommended 
in this report should be deemed as pitched at the high- 
practical level, and should normally not, be increased 
at least for a period of five years.” 


ernment of India whereby the Indian Motor Vehicles 
Act, 1939 , was made applicable to all Category ‘B’ States 
including PEPSU. The proposal to replace the Patiala 
Motor Vehicles Rules by the Punjab Motor Rules 1940 
is prompted by the fact that the Patiala Motor Vehicles 
Rules being static are found to be defective at places 
whereas the Punjab Motor Vehicles Rules have been 
brought up-to-date by a series of amendments carried 
from time to time. Thus the Punjab Motor Vehicles 
Rules are definitely more suitable and thorough for the 
present day requirements and this change is bound to 
improve the efficiency of this office and thereby afford 
considerable convenience and facility to the travelling 
public. 


(b) No duty in addition to the electricity tariff rates 
is proposed to be introduced. 

Question No. 178. 

If you are in favour of a duty on energy used for in¬ 
dustrial purposes; on what principles would you deter¬ 
mine the rates of duty ? What exemptions would you pro¬ 
vide for and on what basis ? 

Industries can develop if the rates of energy are low. 
Special concessional rates have been proposed by Bhakra 
Nangal Tariff Advisory Committee for industrial pur¬ 
poses and no extra duty is recommended. 

Question No. 179. 

How would you modify your suggestions in reply to 
the foregoing questions of electrical energy — 

(i) is entirely supplied by Government undertaking 
in a State, 

(ii) is supplied by Government undertakings in some 
areas of of a State and private under takings in 
other areas"! 

The rates should be different for hydro-electric and 
thermal generation. There should be no distinction in 
rates of private or Government undertakings., 

Question No. 180. 

What degree of uniformity as between different States 
would be desirable in regard to the levy of electricity 
duty"! How would you achieve it"! 

It is recommended that no duty should be levied in 
addition to the ordinary tariff rates. The electricity 
rates are governed by the cost of generation which 
differs from place to place and as such uniformity bet¬ 
ween States is not practicable, unless on completion of 
major hydrel projects all major projects are linked to 
a national grid. 


NOTES ON THE MOTOR VEHICLES TAXES AND FEES 
IN PEPSU 

Section I. 

1 . The Indian Motor Vehicles Act 1939 was made ap¬ 
plicable to PEPSU with effect from 1 - 4 - 1951 , the date 
on which this Act was extended to other category ‘B’ 
States. Prior to that the Patiala Motor Vehicles Act 
and Rules 1998 Bk. were operative. The Patiala Act 
was also based on the Indian Motor Vehicles Act, 1939 
with such minor changes as were considered necessary 
to fit in with the local administrative set up. Likewise 
the Patiala Motor Vehicles Rules are based on the 
model Rules circulated by the Government of India. 
The Patiala Motor Vehicles Rules are still operative as 
also the Patiala Motor Vehicles Taxation Act and Rules. 
There is a proposal to adopt the Punjab Rules with minor 
modifications to suit the requirements of this State. 
This too is likely to be a provisional arrangement 
because in the ultimate analysis the authorities do con¬ 
template to publish rules of their own. This proposal 
will, however, have to, wait till the amendment Bill is 
enacted. The Motor Vehicles Taxes and Fees are asses¬ 
sed in accordance with the following enactifients: — 

( 1 ) The Indian Motor Vehicles, Act, 1939 ; 

( 2 ) The Patiala Motor Vehicles Rules, 1939 ; 

( 3 ) The Patiala Motor Vehicles Taxation Act; and 

( 4 ) The Patiala Motor Vehicles Rules. 

read with local Accounts Manual and the orders issued 
by the Finance Department from time to time regarding 
the mode of their realization. 


3 . Schedule of Motor Vehicles Taxes and fees in 
PEPSU which is determined by the Patiala Motor Vehi¬ 
cles Rules and Taxation Act is as under:— 


(i) Fees. 

Rs. 

For issue of Drivers licence ... 5 

Driving test fee for each test ... 5 

Duplicate driving licence fee . .5 

Renewal fee for each year ... 3 

For issue of Learners licence . . . 2 

For renewal of Learner’s Licence . 2 

For issue of Conductor’s Licence . 1 

For renewal of Conductors Licence . . 1 

(ii) Registration Fee. 

(a) For Motor cycles, invalid carriage Trailer 8 
of 2 wheels not exceeding one ton. 

( 4 ) For L. T. Vehicles including trailers . 16 

(c) Heavy Transport Vehicles . . 32 

(d) Fee for issue of duplicate Registration 

For L.T.V..3 

For H.T.V.5 

(«) Fee for trade registration mark up to 10 100 


P.A. 


(iii) Permit/Countersignaturc fee (Regular 
permits). 


(a) H.T.V. for first year of validity 

45 

( 4 ) For each subsequent year 

36 

(c) Transport Vehicles other than heavy 
for fust year of validity. 

30 

(d) For each subsequent year 

24 

(e) For issue of duplicate copy of permit 

Part A . . . Rs. 5. 

Part B « . Rs. 2. 

(iv) Permit Fee (Temporary permit). 

7 

K'- 

Fee for every 4 months 

(v) Temporary permits issued for one return 
journey 

54 

Valid for not more than two days 

3 

Valid for more than two days but not 
exceeding one week. 

7 

For each subsequent week . 

3 

(vi) Fee for transfer of vehicle with route permit 

9 

(vii) Fee for entry of hire purchase in the 
Registration book. 

5 

(viii) When transfer of a vehicle which is subject 
to hire purchase agreement. 

Taxes — 

Private vehicles 

2 

Rs. As. 

(i) Motor Cycle up to 1 1/4 H. P. 

3 t2 per quarter 

(it) Motor Cycle upto 5 H.P. 

7 8 

(ft*) For side cars if attached 

2 8 


Cars and Jeeps (Private.) 

Rs. 5 per seat 


2 . The only amendment brought about in the imme¬ 
diate past has been, as stated above, in respect of Motor 
Vehicle Act, the Patiala Motor Vehicles Act, 1939 beip$ 
replaced by the Indian Motor Vehicles Act 1939 . Tal« 
was in accordance with the general orders of the Gbv- 


Cabs, on seating capacity. 

(i) Vehicles not seating more than 12 8 Per seat 

4 persons ’ per quarter 

(ii) Vehicles seating more than 4 per- 18 12 ,, 

sons but not exceeding six persons. 
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Buses on seating capacity 

Rs. 

As* 

Vehicles seating upto- 20 passengers excluding 
driver and cleaner. 

40 

0 

For every extra passenger. .... 

X 

8” 

For more than 32 passengers . . 

Goods Carrier (On unladen weight). 

175 

0” 

Not exceeding one ton but exceeding 12 Cwt. 

10 

0 

Vehicles not exceeding 2 tons but exceeding one 
ton. 

18 

12 

Vehicles not exceeding 3 tons but exceeding two 
tons. • • • . . . 

50 



Perseat for quarter 

Vehicles not exceeding 4 tons but exceeding three 

tons. <7= 


Vehicles exceeding 4 tons . . . . too ,, 

Per quarter 

If trailer attached . . . . 10 

All these scales are ordinary scales. There are no spe¬ 
cial or concessional scales sanctioned. However, certain 
categories of vehicles are exempted from Motor Vehi¬ 
cles Taxes. For instance vehicles which are government- 
owned for those which are maintained by the Education¬ 
al Institutions or Medical Institutions. The underlying 
principle in such case presumably is to encourage lite¬ 
racy and for the extension of medical facilities with¬ 
out additional burden of taxes. Then again such vehi¬ 
cles as are engaged in agricultural undertakings are 
also exempted from the payment of taxes with a view to 
encourage ‘Grow More Food Campaign’ in the country. 

There is another general provision for according ex¬ 
emptions from the payment of taxes under the Motor 
Vehicles Act. Such exemptions are accorded in cases 
where a vehicle registered in a State is taken off the 
road for a specified period and prior intimation is given 
to the Registering Authority. The Registration book is 
also deposited. In such cases the presumption- and like¬ 
lihood is that there has been no operation of the vehicle 
during the period and exemption of taxes is allowed. 

Previous to the introduction of these scales of Taxes 
and fees the scales of fees and taxes were these prescrib¬ 
ed under the Patiala Motor Vehicles Taxation at which 
were considerably lower than what they are now. These 
scales were introduced in view of the fact that the scales 
prevalent in the adjoining States of Punjab, Delhi and 
Himachal were considerably higher. In view of the fact 
that the routes in the Punjab, PEPSU and Himachal 
Pradesh are contiguous and many of them are joint, it 
was felt that the conditions of working prevalent in 
there have been further increases in the scales in the 
Punjab. It is, therefore, under contemplation that the 
existing schedule of taxes and fees should further be 
raised with a view to bring them at par with what they 
are in the adjoining States of Punjab and Himachal Pra¬ 
desh. These increases which are still under contem¬ 
plation when sanctioned will yield an increase of 
Rs. 71,960 on account of revenue under the Motor Vehi¬ 
cles Act and Rules. The Revenue under this head ac¬ 
cording to the present scales is Rs. 4 , 05 , 845 - 14-0 (Year 
1952 - 53 ). 

4 . In the administrative set up in respect of the 
Motor Vehicles Taxes and fees the State Transport De¬ 
partment plays the role of a nucleus organisation. Be¬ 
fore the formation of the PEPSU Union there was no 
proper Transport Organisation as such in the erstwhile 
covenanting States. The Transport work or whatever 
little bit of it there was used to be attached as a side 
show to some other department invariably the Police 
Department. On the formation 61 the Union a regular 
Transport Department was set up in this State. Thus 
the present organization is itself of recent origin. Till 
very lately all the Transport work was centralized in 
the Transport Department itself.. The result was that 
payment of motor vehicles taxes and fees used to be 
made through the department itself. Thus ^considerable 
sums of money used to be handled by the Staff with 
opportunities for defalcation. Consequently a change in 
the procedure of realization was effected under orders of 
the Finance Department, according to which all pay¬ 
ments on a account of Motor Vehicles Taxes and fees 
are now required to be made in the Treasury on the basis 
of a challan issued by this department. As this led to 
certain inconvenience to the various operators and car 
owners in far off places, decentralization has been 
effected to the extent that payments on account of quar¬ 
terly, taxes and renewal charges for driving licences can 
now be made through the office of the Deputy Com¬ 
missioner concerned at the District Headquarters. Thus 
for such petty routine work a vehicle owner need no 
longer come all the way to the State Capital, 
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In the Transport Department itself the administrativt 
set up consists of:— 

Transport Secretary ...... 1 

Wholetime Transport Controller .... I 

Assistant Transport Controller (This Officer is of the 1 

status of D. S. P. on deputation from the police 
department and in addition to other work he is also 
incharge of the Mobile Traffic Staff). 

Non-gazetted office establishment. Executive Police 
staff and Motor Vehicles Inspector Staff. 

At the district headquarters where quarterly dues and 
renewal fee in respect of driving licences is realized 
the work is usually done through the licence clerk who 
besides transacting the work connected with Transport 
also handles cases of Arms Licences etc. The Deputy 
Commissioner in each District is the Controlling officer. 
As in the case of Transport Department the remittances 
in the Districts on account of Motor Vehicles fees and 
taxes are made through the treasury on the basis of a 
challan to be issued by the Deputy Commissioner’s 
office. 

(a) Arrangements for assessment .—Assessment of all 
Motor Vehicles taxes and fees is made at the scheduled 
rates. There are definite regulations regarding the time¬ 
limit during which such taxes and fees are payable 
beyond which penalty is imposed at a sliding scale up 
to a certain maximum allowed by the Taxation Act 
which may be twice the amount of the fee or tax. When 
an operator or a car owner turns up for payment of 
due taxes the relevant, file of the vehicle is put up and 
the Assistant concerned checks up the file with a view 
to find if any arrears are realizable in respect of that 
vehicle. In case previous taxes are up-to-date, he makes 
a report to that effect and also indicates the amount of 
tax or fee which is - realizable for the ensuing period. 
On the basis of that report the challan -Clerk prepares 
the challan in quadruplicate which is got signed by the 
owner of the vehicle or his agent and endorsed by a de¬ 
partmental officer. The challan is then handed over to 
the owner or his agent who produces it before the Trea¬ 
sury officer for realization of fees. Fees are then paid 
into the Treasury in accordance with the figure in the 
challan which is in quadruplicate. One copy of the 
challan is retained in treasury. The seal of the "Treasury 
is stamped on the other three counterfoils which are 
all handed over to the remitter. The remitter then re¬ 
tains one of these counterfoils himself as a cash re¬ 
ceipt and hands in the remaining two to the Transport 
Department or the office of the Deputy Commissioner 
as the case may be. On basis thereof the office con¬ 
cerned makes necessary entries in the concerned docu¬ 
ments regarding payment of fees and issues any further 
documents like tax token etc., as may be required in 
each case. This arrangement has on the whole worked 
very well. There has been no noticeable leakage of re¬ 
venue and certainly no opportunities of defalcations 
because the staff is denied opportunities of handling 
cash within the office. However, there have been com¬ 
plaints that the process is lengthy and inconvenient. On 
occasions when the treasury accounts are closed for 
occasional check ups the task of those who want to 
deposit money is rendered particularly unpleasant in 
of such complaints, a move has been made to the Gov¬ 
ernment with a view to permitting payment of such 
taxes being made in the form of revenue stamps up to 
a certain maximum. When sanctioned this will cover 
the vast majority of cases eliminating the cause of such 
complaints to a very large extent. All payments of 
larger sums of money will, however, continue to be 
made in the Treasury direct as at present. 


(b) Appeal and Revision .—According to the rules in 
force the Government i.e., the Secretary Incharge Trans¬ 
port is the Appellate authority in respect of appeals 
that lie against the orders of assessment by the Licens- 
ing-cum-Registration authority Rules 2 • 5 ( 1 ) 3 - 5 ( 2 ) and 
and 4-58 of the Motor Vehicles Rules govern this arrange¬ 
ment. Besides the revision on appeal which power is en¬ 
joyed by the Appellate Authority, the Licensing-eum- 
Registering authority may and does review cases of 
assessment on review applications. Wherever it is prov¬ 
ed to the satisfaction of the Licensing/Registering Autho¬ 
rity after making such enquiries as are deemed fit or 
after hearing the person if that person desirous to be 
head, that excess assessment has been made, the Licens¬ 
ing/Registering Authority may afford such relief as is 
warranted by circumstances of each case. 


<c) Collections .—Collection of taxes as explained 
earlier is present being made thing the Trading is respec¬ 
tive of the fact whether the taxes are deposited on basis 
of a challan issued by the Transport Department or from 
the office of the Deputy Commissioner concerned. 




5. Cost of administration in respect of the Transport 
Department as per estimates provided in the budget 
for the year 1953-54 is Rs. 86,000. This amount also in¬ 
cludes salary of staff which purely deals with the ac¬ 
counts. The cost of collection approximately works to 
Rs. 15,000 reckoned on the basis of personnel of the 
Transport Department engaged on tax collection duties 
and salary and other allowances of the concerned staff 
in the -offices of the Deputy Commissioners. The total 
receipts of the department during the year 1952-53, for 
which complete figures are available is Rs. 4,05,845-14-0. 


So far as efficiency of tax administration is concerned 
it is very efficient and evasions are few and far bet¬ 
ween. However it is not quite so convenient from the 
point of view of the operators or economical from the 
point of view of the Government. Slight variations in 
the procedure of tax collection might render it even 
more efficient, convenient and economical and thus 
satisfy' the essential fundamentals in the levy of a tax, 
viz., economy, efficiency, convenience and equity. Equi¬ 
table it is even now and there is no complaint on that 
score. From the point of view of the tax payer facility 
is of paramount importance. If a tax has got to be paid 
the tax payer would prefer to have it credited with the 
least futs and inconvenience. In the present arrange¬ 
ment a tax payer has first to attend the Transport De¬ 
partment get his tax verified, then have a challan pre¬ 
pared in quadruplicate, carry it to the treasury, have 
payment effected there, then get equipped with three 
counterfoils of the challan duly stamped by the Trea¬ 
sury and bring these back to the Transport Department 
or. the_office of the Deputy Commissioner as the case 
may be. This entails quite a lot of personal discom¬ 
fort. A proposal that fees and taxes on account of motor 
vehicles be made realizable in the form of revenue 
stamps up to a certain limit has therefore been made. 
While it will ensure speedy realization of taxes on the 
one hand cost of collection will also be reduced because 
cases will not be required to pass through many stages 
as in the case of remittances through the treasury. The 
essential advantage of making remittances through the 
treasury will also be retained inasmuch as the staff will 
have no opportunities of handling cash. The tax payer 
on his part has to pay the amount be it in the form of 
postal order, through the treasury or in revenue stamps. 
What he cares about is the amount of convenience in 
the mode of payment. The proposed arrangement will 
certainly afford a lot more of convenience than the pre¬ 
sent one. 


Another point that needs attention is that the receipts 
might have been considerably more, but for the fact 
that not many new routes could be opened on account 
of limited road mileage. The income under the Motor 
Vehicles Act and Rules rises proportionately with the 
increase in road mileage. There is a lot of scope for 
construction of new roads and metalling of the existing 
Kacha roads in PEPSU particularly in the Barnala, 
Bhatinda and Narnaul Districts of this State. The need 
for more roads is particularly felt in the former two 
districts where on account of limited means of commu¬ 
nications the crime is comparatively higher. With more 
road mileage mobility of the forces of law and order 
will greatly improve and besides resulting in greater 
income under the Motor Vehicles Act and Rules it will 
also bring better peace in the illaqa. 


Certain proposals are also under consideration, which 
if sanctioned, will result in raising receipts under the 
Motor Vehicles Act and Rules very considerably. A 
proposal to raise the scales of various fees and motor 
vehicles taxes to the level of those now prevalent in the 
adjoining States of Punjab and Himachal Pradesh. 
Another very useful source could be the imposition of 
tax on passengers and goods carried by road. This has 
already been introduced in the Punjab where it has re¬ 
sulted in a revenue of about 30 lacs a year. The sug¬ 
gestion originally was to impose this tax simultaneous¬ 
ly in PEPSU as well to which effect a meeting was held 
in Patiala on 22-1-1952 between the representatives of 
the two governments. Certain preliminaries were set¬ 
tled and details and mode of imposition of the tax was 
also tentatively agreed upon. In view of legal quibble 
requiring prior concurrence of the Central Government 
in such cases in respect of Category B States we have 
lagged behind while the Punjab being an A Category 
State was in a position to go ahead with this tax. Our 
anticipated earnings on account of the imposition of this 
tax were estimated at Rs. 3,79,601). 


Since the work regarding the collection of quarterly 
taxes and renewal fees was decentralized in the Dis¬ 
tricts no powers were given to the Deputy Commission¬ 
ers concerned regarding any justifiable remission claims. 
Thus in the case of a person who has such claims and 
is eligible to some remission, the Deputy Commissioner’s 


office is not in a position to do so. He has to come to 
the Transport Department in this behalf and seek redress. 
Likewise when the Deputy Commissioner’s office is given 
the authority to transact some work in respect of trans¬ 
port the Transport Authorities should also be equipped 
with some supervisory powers in respect of that work. 
Such supervisory control, it is learnt is exercised by the 
Transport Authorities in the neighbouring province of 
the Punjab. This would certainly act as a check against 
possible leakage of revenue under the Motor Vehicles 
Act and rules. Past experience indicates that some such 
check is necessary with a view to ensure against any 
possible abuse. 


6 . Receipts.—Receipts under Motor Vehicles Act and 
Rules on the account of taxes and fees amounted to 
Rs. 4,05,845/14/- during the year 1952-53. Comparative 
figures for the preceding four years were as follows: — 

Rs. As. Ps. 

August J948 to March 1949. . . . 1 , 58,509 9 o 


For the year 1949-50 ..... 2 , 50,606 14 o 


For the year 1950-51 . 3 , 88,205 15 9 


For the year 1951-52 . 2 , 97,364 4 0 

As would be observed from the above quoted figures the 
trend in the case of receipts has been a steady incline. 
The increase in income during the years 1949-50 and 
1950-51 was very great. This was because of the open¬ 
ing of a large number of new routes in consequence of 
the signing of agreements with Punjab, Delhi and 
Himachal Pradesh on matters concerning Transport, 
as a result whereof a large number of permits were 
issued for the various routes as in turn brought many 
more vehicles on the road. The increase in subsequent 
years has been on account of better scrutiny and gradual 
realization of pending arrears. 


7. The tendency on the part of motor vehicles own¬ 
ers, both of private and transport vehicles, to fall in 
arrears is quite evident. A sum of Rs. 1,64,695-13-0 was 
left in arrears during the year 1949-50 to 1952-53. Out 
of this a sum of Rs. 65,223-12-0 was realised leaving a 
sum of Rs. 99,472-1-0 still pending in arrears. The diffi¬ 
culty is in respect of vehicles which are taken off the 
road or sold out as scrap but no information is passed 
by the owners to the Transport Department. The re¬ 
sult is that arrears on account to taxes continue to be 
shown against them. The bulk of the amount of arrears, 
viz. Rs. 99,472-1-0 is probably on account of such cases. 
However repeated notices keep on issuing from this 
office and where there is no satisfactory explanation for 
the delay the Revenue authorities are moved to realize 
them as arrears of land revenue, as laid down in the 
Motor Vehicles Taxation Act. 


8 . There is not much chance of evasion or avoidance 
of taxes under the Motor Vehicles Act, for one thing be¬ 
cause all remittances are required to be made in advance 
before any documents are issued by the office. The only 
possible method which in very rare cases is practised 
by the owners of vehicles is by apprising this office that 
the vehicle shall be off the road but is actually kept 
operating. In such cases where intimation is received 
the office has devised a procedure which ensures an effi¬ 
cient check against possible evasion of taxes. Imme¬ 
diately on receipt of intimation the office requires the 
owner to surrender the R.B. of the vehicle for the period 
the vehicle is intended to be kept off the road. 
Thereafter an acknowledgment is issued to the owner 
to the effect that intimation regarding the vehicle being 
off the road and that the R.B. has been received and 
taxes noted for exemption. A copy of this acknowledg¬ 
ment is forwarded to the Mobile Traffic staff as well as 
to the District Revenue and Police authorities with the 
request that in case the vehicle in question is noticed on 
the road during the period for which off the road intima¬ 
tion has been given by the owner the matter should be 
brought to the notice of this office for serious action. 
In cases as these the maximum’ penalty allowed by law 
is imposed and no exemption whatsoever is alldwed. 
Furthermore a similar future request by such a person 
is guarded against. Fortunately there have not been 
many cases of this type. The method devised for de¬ 
tection and enforcement has proved to be very effective. 



Rates recommended 
by the Taxation 
Enquiry Committee 
per annum 


Current Rates in 
PEPSU 
per annum 


Motor Cycles ..... 

Motor Cycle combination 
Motor Cars 3 seaters . 

Motor Cars 4 seaters . 

Goods Vehicles having 6500 lbs. U. L. W. 
Goods Vehicles having 9500 Lbs. U. L. W. 
Goods Vehicles having 14,500 lbs. U. L. W. 
Cabs 3 seater ..... 
Cabs 4 to 8 seaters .... 


. Rs. 

18 ... 

Rs. 

15 Up to 200 Lbs. ULWF or 
those exceeding 200 Lbs. 
U.L.W. 

. Rs. 

24 ... 

Rs. 

40. 

. Rs. 

75 ... 

Rs. 

60. 

. Rs. 

100 . . 

Rs. 

80. 

. Rs. 

345 ... 

V 

Rs. 

200. 

. Rs. 

510 

Rs. 

300. 

. Rs. 

810 

Rs. 

400. 

. Rs. 

300 ... 

Rs. 

50. 

. Rs. 

400 plus Rs. 50 for every 

Rs. 

75 For a six seaters. 


additional pasenger above 
four. 


Buses 8 to 26 persons . 


Buses 26 to 32 persons . 


Rs. 600 plus Rs. 80 for every 
additional for passenger be¬ 
yond 8. Tax for 20 seats 
Rs. 1,560 and for a 26 
seater Rs. 2,040. 

Rs. 2,040 plus 60 per every 
additional for passenger be¬ 
yond 26. Tax for 32 seats 
Rs. 2,400. 


Rs. 160 Fixed from 6 to 20 seats 


Rs. 160 from 20 to 30 for 20 plus 
Rs. 6 p. a. per additional 
seat. For a 26 seater Rs. 
196* For 3a seater Rs. 232.' 


Buses 32 and above 


Rs. 2,400 plus Rs. 40 for every Rs. 700 fixed, 
additional passenger be¬ 
yond 32. 


NOTE ON THE QUESTIONNAIRE DEALING WITH 
TA XE S ON MOTOR VEHICLES. 


Question No. 168. 

Taking into account (a) the several taxes, Central, 
State and Local, which affect motor transport directly 
and business, trade etc., indirectly, (b) the variation in 
some of these taxes from region to region and between 
different categories of vehicles, and (c) the relative 
financial needs of the different taxing authorities, both 
generally and, in particular, for the maintenance, im¬ 
provement and extension of roads, what changes, if any, 
would you introduce in the present system of motor 
vehicles taxation ? What degree of uniformity do your 
suggestions involve ’ Instead of several taxes by different 
authorities, a consolidated tax has been suggested: do 
you consider this feasible ? How would you apportion the 
proceeds among the different authorities concerned ? 


The correct basis for taxation on motor vehicles 
should have as its aim promotion of safe, adequate, eco¬ 
nomical and efficient road services. Transport being an 
essential industry in the State discriminatory taxes on 
it should be avoided. Normally some co-relationship 
between motor vehicle taxes throughout the country is 
desirable, but considerable difficulty is likely to be en¬ 
countered in view of the different features of economy of 
different States. For instance such a co-relationship 
would be comparatively easy to achieve in the so called 
non-octroi States by having a consolidated tax instead 
of having many taxes by different authorities at vary¬ 
ing scales from area to area and from region to region. 
A system with a large number of taxes is certainly 
vexatious and costly, but in the Octroi* States the intro¬ 
duction of a single consolidated tax is bound to present 
difficulties. For instance in a State like PEPSU aboli¬ 
tion of Octrois from which the yield is about 37 lacks an 
year could not be easily achieved because even if motor 
vehicles taxes are raised to the highest level of those 
recommended by the Taxation Enquiry Committee yield 
from the latter may still be considerably less than what 
the Local Bodies now get out of Octrois. All the same 
it may not be denied that octroi is a very bad form 
of tax. The suggestion regarding freezing of octrois in 
octroi States is, however, fully worthy of examination. 
Such a freezing will imply firstly no more increase in 
the existing rates, secondly that octroi would not be im¬ 
posed on any new commodities and thirdly no local 
body not having octroi should be permitted to levy it 
in future. An objection is sometimes raised that even 
the freezing of octrois may not be possible in the case 
of certain States in view of the poor state of finances 
of Local Bodies as it might result in impeding future 
development of local bodies. In such cases the claims 


for compensation to such Local Bodies as are likely to 
suffer owing to the introduction of a policy of freezing 
octroi; could be examined. This could be done either 
by allocating some funds out of the increased yield 
under the Motor Vehicles Taxation as a result of re¬ 
vised schedule of taxation or by finding other suitable 
avenues like property, house and cycle taxes for such 
areas. Even the question of imposition of some better¬ 
ment charges should be examined in such cases. 

Question No. 169. 

To what extent and in what manner, in your view, 
should the proceeds from motor vehicles taxation be ear¬ 
marked for road maintenance and development ? 

It is highly desirable that there should be the quickest 
■possible road development. Of necessity the pace of 
road development has to be determined by the avail¬ 
ability of finances. This could be done either by set¬ 
ting up non-lapsing State road funds or earmarking a 
certain percentage of the proceeds from the Motor Vehi¬ 
cles Taxes for maintenance and construction of roads. 
But in view of the peculiar financial position of States 
like PEPSU it may not be possible straightaway to. ag¬ 
ree to either of the two propositions because there 
would be a certain risk of loosing flexibility of financing 
thereby. Therefore for some years to come it should 
be enough to guarantee assured funds for Roadways de¬ 
pending for the rest upon grants from the Central Gov¬ 
ernment. But for the risk of loosing flexibility of finan¬ 
ces, we might begin by earmarking 60 % of the proceeds 
from our motor vehicles taxes for maintenance and con- 
strution of roads, even though actually speaking it may 
not touch more than a mere fringe of the problem. 

Question No. 170. 

Have you any specific capiments to make on the mam 
recommendations of the Motor Vehicles Taxation En¬ 
quiry Committee, 1950 ? 

In view of the circumstances peculiar to PEPSU and 
other octroi States there may be difficulty for sometime 
in finding alternative taxes. The recommehdation of 
the Technical Committee that octroi should be abolished 
against compensation to be made under some suitable 
formula, may also not be quite so simple to adopt. The 
suggestion that is often advanced regarding raising the 
motor vehicles taxes in place of octroi sounds rather 
unfair in dealing with the problem because whereas the 
vehicle taxes effect the whole States in which the vehicles 
is moving, octroi exists only in towns or cities. 

Some States may find it rather difficult to set up Non¬ 
lapsing State Road Funds. In such States difficulty may 
arise with regard' to the contributions from the Highway 
Fund. In cases where the road funds exist or are set. 











up the Central Contribution should be paid into that 
fund and where such continue cannot be set up, Central 
Contributions should continue to be made on the basis 
of the existing Central Road Fund Rules. 


Question No. 171. 

Have you any suggestions to make regarding the ex¬ 
tension of taxation to, or increase of present taxation on, 
users of roads other than motor vehicles ? How would 
you classify the users, what rates would you suggest and 
who, in your view, should be the taxing authorities ? 
How would you dispose of the proceeds'! 

The motor vehicle is not the only user of the road. 
Nobody can deny that there were roads even before the 
advent of the motor vehicles and somebody or the other 
used them. Roads give access to property. They are 
used by over 8 miles bullock carts in India and parti¬ 
cularly by the entire population. In fact these roads 
are available for “general community” use. Telephone, 
telegraph and public lines fall along the road. Their stra¬ 
tegic potentiality is great. They are necessary for the 
maintenance of law and order, the police and army trek 
along them. Even the United Nations have recommend¬ 
ed the principle that loss incurred on any form of 
transport maintained for purposes of defence or national 
welfare should not throw any additional charge on 
transport user. Even in India we have accepted the 
principle to a large extent, for example losses on strate¬ 
gic railway lines are not debited to the railway budget. It 
follows, therefore, that it is very reasonable to demand 
that there should be some payment for the “community 
use” of roads even though it may be admitted that the 
main burden for the road up-keep should fall on the 
motor vehicle user himself. Some contribution should 
therefore, be made towards the cost of maintaining and 
building roads by those various users individually or 
by the tax payer as a whole. In this behalf various 
proposals could be advanced, for instance levy of a re¬ 
venue cess or taxes on indigenous carts or some con¬ 
tributions towards the. road funds could also be ear¬ 
marked in the budget of the railways, defence services, 
the law and order services and communications Depart¬ 
ment etc. With a view to reduce expenses on collection 
and making procedure of collection of taxes, brief 
and simple so far as possible, it is suggested that there 
should be as few taxes and as few collecting centres 
as possible. Even the Post Offices might service for the 
purpose as in certain European Countries. The ques¬ 
tion of disposing off the proceeds is bound to be full 
of difficulties. By way of a suggestion it may be stated 
that from out of the entire proceeds under the Motor 
Vehicles Taxes it would be a fair allocation if from 60% 
to 75% of the receipts were to be earmarked for road 
building and the rest may be treated as a contribution 
towards the general revenues. The allocations which are 
made by other departments for the Community use of 
roads may for the present be utilized for welfare acti¬ 
vities by Local Bodies who are effected by adopting a 
policy of freezing of octrois. 


STAMP DUTIES 

The stamp duty in this State is realised under the 
provisions of Indian Stamp Act, 1899 and Indian Court 
Fees Act, 1870, which are in force in this State mutatis 
mutandis. Under item 63 of the State List under 
Seventh Schedule of the Constitution, the State Govern¬ 
ments are empowered to determine the rates of stamp 
duty except those specified in the Union List. In view 
of it, the rates of duty are changed from time to time 
and in doing so the rates prevalent in the Punjab are 
followed. The latest position in this respect is indicated 
in the PEPSU Stamp (Amendment) Act, 2,008. Besides 
this, stamp duty is levied on miscellaneous applications 
vide Revenue Department Notification No. RD 7(3)GS- 
53/G dated 7-5-1953. The probate and succession 
duties are realised in the form of court fee stamps 
in accordance with the provisions of the Succession, 
Probate and Administration Act. 


The income from stamps during the last five 
given below:— 

years is 

Rs. 

Actuals for the year 

'949-50 

12 , 97,258 

Actuals for the year 

1950-51 

> 5 , 47,266 

Actuals for the year 

i95'-52 

18 , 65,671 

Revised Budget Estimates 

>952-53 

18 , 50,000 

Budget Estimates . 

• >953-54 

> 9 j 52;000 


Question No. 162. 

Under the Constitution — 

(1) The Union is empowered to fix the rates of stamp 
duties in respect of bills of exchange, cheques, 
promissory notes, bills of lading, letters of credit, 
policies of insurance, transfer of shares, deben¬ 
tures, proxies and receipts, and 

(2) the States are empowered to fix the rates of all 
other stamp duties. 

As regards both (1) and (2), have you any suggestion 
to make for the levy of a stamp duty where it is not 
already levied, or for an increase or decrease of the 
present rates where a stamp duty already exists? Please 
give reasons for your suggestions. Are there any gene¬ 
ral principles which you would propose for adoption in 
regard to the fixation of rates of stamp duties ? 

As regards (2) since the rates vary from State to State 
what degree of uniformity do you consider desirable and 
feasible, and how do you propose to achieve it ? 

If possible, please estimate the net effect of your pro¬ 
posals on the revenues of States. 

As the rates were enhanced recently, any change 
therein at this stage does not seem desirable. 

Such measures of taxation depend upon the economic 
condition of the people and budgetary position of the 
State. As these conditions vary from State to State, uni¬ 
formity in the rates of tax, however desirable, may not 
be feasible throughout India. 

Question No. 163. 

Certain States (e.g., Bombay) levy stamp duties on 
transactions in forward markets. What is your view 
regarding the complaint that these duties have tended 
to affect the business in these markets, particularly that 
of the middle class traders? If you consider that the levy 
of stamp duties on transactions in these markets is a 
suit and potentially important means of securing, reve¬ 
nue what administrative and other measures would you 
suggest for the efficient collection of such duties ? Alter¬ 
natively, in place of stamp duties, would you suggest 

some other form of taxation of transaction in stock 

exchanges and future markets ? If so, please elaborate 
your suggestion. 

As regards duties on transactions in forward markets 
as is levied by the State of Bombay, it is not possible 

to give any views as no such duty is levied in this 

State. 


Question No. 164. 

In this country, the stamp duty is ordinarily a tax on 
documents which constitute evidence of legal rights. 
There are, however , certain taxes, such as the entertain¬ 
ments tax, which are sometimes collected in the form of 
stamps, and suggestions have been made that this system 
may be appropriately cr tended to the collection of taxes 
on the sale of goods or on other transactions.. Do you 
agree with this view? If so, what taxes would you extend 
the scheme? 

Entertainment tax in this State too is collected by 
affixing stamps and the question of collection of duty on 
passengers and goods transported by means of vehicle 
transportation through stamps would be considered 
after the said tax is levied. This method of collection 
of tax can profitably be extended to other taxes also 
where tickets are issued for services rendered. 

Question No. 165. 

What are the more common methods of evasion or 
avoidance of payment of stamp duty? What■ means of 
prevention would you suggest. 

The Stamp Act fully provides measures against eva¬ 
sion and avoidance of such duties vide section 35 and 
various sections included in Chapter 7 of the same Act. 
These provisions are a sufficient guarantee against pay¬ 
ment of a deficit duty. Besides the sufficiency of stamp 
duty or court fee is duly checked in the courts first by 
the ministerials and then by the Presiding Officers with 
the help of lawyers, if any, engaged in the cases. In 
addition two stamp inspectors are posted to examine the 
records of the cases to find out whether there is any 
deficiency in the payment of stamp duty or court fees 
in any case. All these checks leave litttle scope for 
evasion or a avoidance of payment of stamp duty or 
court fees in the courts. The Registration Department 
has also an inspector to check the stamps used on re¬ 
gistered documents. 



MEMORANDUM V 


Question No. 185. 

Do you.consider that the system of local taxation in 
India is generally satisfactory and that the need for 
improvement is confined to matters of relative detail . 


No such tax has been levied in this State. 

Question No. 191 & 192. 

No comments. 


If not, what in your view are its major defects ? To 
what extent are they related — 

(a) to the framework-constitutional, legal etc, with¬ 
in which the system operates, or 

(b) to the actual operation of the system ? 

If possible, please illustrate your reply by reference to 
the position as you know it in one or more States. What 
remedies would you suggest ? 

The present system is satisfactory, No drastic changes 
are needed. 

Question No. 186. 

If the framemark is defective, is any part of its in¬ 
adequacy traceable to the Constitution ? Please explain 
your point of view in some detail. In particular, would 
you recommend the inclusion in the State List (from 
which all local taxes are derive) of any taxes which are 
particularly suitable as items of local taxation, but which 
do not now figure in that List ? Are some of these taxes 
altogether now taxes or are they included in the Union 
List ? More specifically, have you any, comment to make 
on the recommendation of the Local Finance Enquiry 
Committee that "terminal taxes or goods or passengers, 
carried by railway, sea or air” should be transferred 
from the Union List to the State List. 

This question does not arise in view of answer to 
question No. 185. 

There is hardly any necessity to transfer the terminal 
tax an goods or passengers carried by railway, sea or air 
from the Union list as octroi without refund yields much 
better income than the terminal tax. 

Question No. 187. 

Arising from the foregoing question, what considera¬ 
tions would you take into account in judging the suit¬ 
ability of a particular tax for purposes of local taxation ? 
In so far as a tax suitable in relation to one local body 
may not be suitable in relation to another, what charac¬ 
teristics of the local body itself, as a tax authority, would 
you include among the considerations relevant for the 
assessment of suitability ? Please relate your answer to 
the different categoris of local bodies, viz. broadly : 

I. Urban : 

A. City Corporations, 

B. Municipalities (including Cantonment Board). 

II. Rural : 

C. Local Boards. 

D. Village Panchayats. 

Indirect taxes are not better than direct taxes. More¬ 
over, they should be easy of realisation. But the present 
condition in this State do not warrant a change. 

Question No. 188. 

Assuming that the State List is, or can be made, ade¬ 
quate, is the frame work defective in individual States 
in the sense that it fails, at important points, to ensure 
proper devolution, i.e. (in this context) proper transfe¬ 
rence of tax-power from the State List to local bodies ? 
If so, please answer Questions 189 to 194 with reference 
to the actual arrangements for devolution (as they 
emerge from the sum-total of the relevant State laws, 
rules, administrative orders and administrative practices) 
in the particular State or States to which your comment 
relates. 


Question No. 193. 

Does not arise in view of reply to question 188. 
Question No. 194. 

Is the devolution defective in that there are concurrent 
and over lapping powers exercisable by the State Gov¬ 
ernment and the local body ? Please give instances and 
explain the disadvantages involved in actual practice. 

No. There is no such over lapping. 

Question No. 195. 

Does not arise in view of reply to question No. 194. 
Question No. 196. 

Apart from defects traceable to the Constitution (Ques¬ 
tion 186) or to the legal and other arrangements for 
devolution in individual States (Questions 188 to 194) or 
to inadequate co-ordination between the different tax- 
structures, Central, State and Local (Question 195) are 
there any other important types of defects in the frame 
work . of the system ? Please give instances. What 
remedies would you suggest ? 

No such defects are visible so far as Pepsu is concern¬ 
ed. 

Question No. 197. 

No comments. 

Question No. 198. 

Do you consider that local bodies fail to make full use 
of the tax resources available to them ? Would you agree 
that they should use their powers of taxation fully 
before receiving further grants-in-aid as a means of ad¬ 
ding to their resources ? 

The Local Bodies do not make full use of the tax 
resources available to them. But this should not be a 
reason for not giving them grant-in-aid. The Govern¬ 
ment should help them as far as possible and also use 
their power to make them use their power of taxation 
fully. 

Question No. 199. 

If it was necessary to equip local bodies with addi¬ 
tional resources beyond their powers of taxation, which 
of the following alternatives would you prefer and 
why : — 

(i) Transfer of additional powers of taxation; 

(ii) Assignment of a proportion of a tax or taxes 
collected by the State Government, within the 
area of a local body, (a) with the local body 
exercising no responsibility in respect of the 
tax or taxes, (b) with the local body exercising 
responsibility of diffemt degrees, (e.g. for 
assessment, collection, etc.) in respect of the 
tax or taxes; ' 

(Hi) Grants-in-aid ? 

Please elaborate your answer with reference to the 
particular taxes you have in view in regard to alter¬ 
natives (i) and (ii). 

Alternative II is preferable. The Local Bodies may be 
given some share out of motor tax and the entertain¬ 
ment tax. 

Question No. 200. 


In this State no such defect has come to notice. All 
the powers are enjoyed by the Committees. The Govern¬ 
ment only exercises proper supervision and enforcement 
of rules. 

Question No. 189. 

Does not arise in view of reply to question 188. 

Question No. 190. 

Is there failure to prevent the devolution of unsuitable 
taxes ? In other words, are taxes allowed to be levied 
which are manifestly unsuitable for levy by the parti¬ 
cular category of local bodies ? Please give instances. 


Since (a) lands under non-Agricultural use, (b) build¬ 
ings and (c) income from both these are subject to taxa¬ 
tion : 

(1) the Union (section 9 of the Income tax Act). 

(2) the States (non-agricultural assessment and, in 
some State, urban immovable property tax); and 

(3) Local Bodies, 

it is sometimes contended that there is multiple taxation 
of the same source of income and that, in any case, there 
is need for correlating these different taxes into a more 
rational system. Do you agree with this view ? If so, 
what scheme would you suggest for the purpose ? Would 



184 


you adopt a uniform basis of valuation for all the taxes 
concerned, Central, State and Local ? What basis would 
you adopt :' the capital value of the property or its 
annual rental value. 

The taxes by the State and those by the local bodies 
should be correlated. The tax should be based on the 
rental value of the building and should be collected by 
the State. A portion should be given to the local bodies. 

Question No. 201. 

If the question of valuation as confined to the levy of 
urban immovable property tax by States and general 
property tax by local bodies, what basis would you 
adopt; capital value or annual rental value ? Do you 
agree with the recommendation of the Local Finance 
Enquiry Committee that “there should be no change 
from the well-tried basis of rent to the more or less 
uncertain basis of capital value”, but that where 
“municipalities are actually adopting capital value as 
the basis and there is no complaint, that basis may 
continue” ? 

The rental value should be the basis. 

Question No. 202. 

As regards the urban immovable property tax, the 
Local Finance Enquiry Committee says in effect that 
even though property tax generally should be left to be 
exploited by local bodies, it would be both expedient 
and suitable for the Government (i) to levy an urban 
immovable property tax when a municipality fails to 
levy a property tax in spite of a statutory obligation to 
do so or (ii) to continue to levy the tax when a munici¬ 
pality refuse to increase its property tax to the extent 
the State Government is prepared to reduce its urban 
immovable property tax. Do you agree with this view ? 
Have you any other comments to make on the urban 
immovable property tax ? If you consider it a suitable 
form of taxation for the States, what modifications, if 
any, would you suggest in regard to exemptions, rates 
of levy, mode of assessment and procedure for collection? 

The local bodies should levy this tax. If they fail to 
levy it the Government should take action against the 
committees but they should not usurp the power of taxa¬ 
tion of the Committees. 

Question No. 203. 

What principles would you recommend for adoption 
in regard to the general property tax ? Would you 
exempt rental values below a particular level ? How 
would you deal with the properties of owner occupiers 
or of charitable or educational trusts or of cooperative 
housing societies ? What remissions, if any, would you 
give for vacancies ? So far as new buildings are con¬ 
cerned would you recommend exemption for the first 
few years after construction, with a view to encouraging 
house building ? 

The dwelling houses of poor people, widows, orphans 
should be exempted. This tax should be realised on 
houses with a monthly rental value of more than Rs. 25. 
Charitable institutions should also be exempt. Remissions 
should be given for vacancies and also for first five years 
after construction. Owner occupiers should be exempted 
up to a rental value of Rs. 50 p.m. 

Question No. 204. 

Should property tax be progressive ? If so, how and to 
that extent ? 

Yes. it should be progressive. The rate of tax should 
be increased by 25% after every 50 rupees. 

Question No. 205. 

What categories of Local bodies should be empower¬ 
ed to levy property tax ? What should be the extent of 
the power in each case, and what conditions if any, 
should be attached to the exercise of the power ? 

Local Bodies with a population of 20,000 or more 
should levy this tax. 

Question No. 206. 

Have you any suggestions to make in regard to the 
administrative machinery and procedure for the asses¬ 
sment and collection of the property tax in relation to 
the different categories of local bodies ? 

The procedure should be as simple as possible. 

Question No. 201. 

No comments. 

Question No. 208. 

No comments. 


Question No. 209. 

Please state your views on the relative merits of octroi 
and terminal tax, in one or more of the forms in which 
they prevail in different parts of the country, from the 
stand-point of — ■ ■ 

(i) the local body concerned; i.e., revenue derived 

and, in comparison with it, cost of collection, 
size and complexity of administration, scope for 
evasion, etc; 

(ii) The person who pays the taxcertainty as to 
amount payable and convenience of collection; 
and 

(iii) the trade, the consumer etc., incidence and 
effects of incidence, in so far as these can be 
broadly assessed. 

Are octroi and terminal tax mutually exclusive sys¬ 
tems, or would it be permissible and desirable, in cer¬ 
tain circumstances, to combine the two system ? 

On an examination of the relative merits of (a) octroi 
(b) terminal tax and (c) any desirable form of combina¬ 
tion of the two, which particular alternative would you 
recommend for general adoption by local bodies? Do any 
constitutional or legal difficulties stand in the way of 
implementing your suggestions? 

Octroi can be imposed: 

(a) with refunds 

(b) without refunds. 

The first is generally assessed adv. and the 2nd by 
weight; only previous articles are charged Adv. The lat¬ 
ter system is more easy of collection and convenient to 
the trade. There are less chances of evasion. Munici¬ 
palities generally impose octroi without refunds. Local 
Bodies which have octroi with refunds are gradually 
replacing it with Octroi without refund. 

Municipal Committees cannot impose terminal tax 
without sanction from the Centre. 

Question No. 210. 

Does your examination lead to the conclusion that 
both octroi and terminal taxes are unsuitable as forms 
as local taxation and should, therefore, be abolished? 
If so, what substitutes would you recommend? Do you 
consider the suggestion that local bodies should be al¬ 
lowed to levy surcharges on sales tax feasible and 
desirable? 

Terminal tax without refunds is not suitable. The 
suggestions regarding levy of surcharges on sales tax 
does not appear to be suitable. 

Question No. 211. 

No comments. 

Question No. 212. 

What rates of levy, exemptions, procedure for collec¬ 
tions and for refunds and arrangements if any of “bond¬ 
ing” woiild suggest? 

Octroi should be levied on actual consumption in the 
local area of a Municipality. 

Question No. 213. 

Should the basis of assessment for octroi be ad valo¬ 
rem or by weight etc.? How would you provide against 
procedure delays and difficulties? 

Octroi should be by weight in order to avoid proce¬ 
dural delays and difficulties. Precious articles should 
however, be charged ad valorem. 

Question No. 214. 

V/ould an extension of the nationalisation of motor 
transport make it possible to adopt a similar and more 
effective system of terminal taxes on goods transported 
by road? 

Yes. 

Question No. 215. 

Have you any suggestions to make in regard to the 
better correlation of octroi or terminal tax with allied 
forms of State and Central taxation such as sales tax, 
excises and customs? 

No. 

Question No. 216. 

Taxation on goods carried by road is only one of the 
items covered by entry No. 56 of the State List, viz., 
taxes on goods and passengers carried by road or on 
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inland waterways. Have you any comments or sugges¬ 
tions to make in regard to the utilization of this entry 
for purposes of local and/or State Taxation? 

No. 

Question No. 217. 

Should the “pilgrim tax” levied by certain local bodies 
be more widely adopted? Do you consider that a suit¬ 
able form of taxation on the floating population in the 
bigger cities can be devised? 

There is no pilgrim tax in this States. 

Question No. 218. 

No comments. 

Question No. 219. 

(a) Have you any suggestions, not already covered by 
your previous answer, e.g., on motor vehicles taxation), to 
make regarding the levy of taxes on vehicls, animals 
and boats for purposes of local and/or taxation? 

(b) Do you consider tolls a suitable form of local and/ 
or State taxation ? In what circumstances ? 

(a) Municipalities should be given part . of the 
motor vehicles tax levied by the State Governments. 

(b) No. 

Question No. 220. 

No comments. 

Question No. 221. 

Certain local bodies/States levy a “theatre tax" (on 
each performance e.g., each cinema show) Under entry 
No. 33 of the State List. This in addition to the enter¬ 
tainment duty lined by the State Government under 
entry No. 62 of the State List. What are their views on 
the suitability of this for more general adoption ? 

This taxation is desirable, there is no reason why only 
the theatre goess should pay tax and not those who earn 
enormous profit out of this trade. 

Question No. 222. 

No comments. 

Question No. 223. 

No comments. 

Question No. 224. 

Have you any general suggestions to make regarding 
the fuller utilization, through tax resources by different 
categories of local bodies ? 

No suggestion. 

Question No. 225. 

Have you any general suggestions to make regarding 
assessment and collection of taxes by different categories 
of local bodies with a view to making the administration 
in this respect more efficient and more economical. 

No suggestion. 


Question No. 226. 

No comments. 

Question No. 227.\ 

No comments. 

Question No. 228. 

No comments. 

Question No. 57. 

(i) Should the business profits of co-operative enter¬ 
prise which are now exempt, be charged to income-tax 
and super-tax? If sc, should co-operative societies be 
treated as companies or should a lighter levy be imposed? 
In case the exemption is continued, should it be restricted 
to certain categories of co-operative enterprises? 

(ii) Do you agree with the view that the income deriv¬ 
ed by co-operative housing societies by way of rent should 
not be treated as income from property assessable to 
income tax? Would you, in this respect, differentiate bet¬ 
ween tenant co-partnership housing societies and other 
types of housing societies? 

(iii) It has been suggested that there are divergent 
decisions by different income-tax authorities in respect 
of assessment of income of co-operative societies from 
sources other than business. If this is so, please indicate 
such decision and the measures you would suggest to 
secure uniformity in assessment. 


(i) Co-operation has been selected by the Government 
as a golden mean between the different economic struc¬ 
tures and is considered more or less as a panacea for all 
our economic troubles. The 5 Year Plan has given this 
system considerable importance. Certain exemptions 
and facilities had been given to the Co-operative Socie¬ 
ties with a view to encouraging the same. It is, there¬ 
fore, necessary that not only the exemptions and facili¬ 
ties be continued but they should be improved, if pos¬ 
sible. We are, therefore, of the opinion that the busi¬ 
ness profits to Co-operative enterprises should remain 
exempt from income-tax and Super-tax. 


(ii) With a view to encouraging Co-operative Housing 
Societies and the construction of houses by such socie¬ 
ties it would be desirable if the rental income thereof 
is not treated as income from property assessable to 
income-tax. ' 


(iii). So far none of our societies has experienced any 
difficulty on this score. As such this Department can¬ 
not quote or discuss any such decision relating to it. 
All the same it is necessary that steps should be taken 
so as to place this matter on a definite basis ensuring 
exemption as discussed in (i) and (ii) above. 

Apart from concessions in respect of income-tax it is 
urged that concessions regarding registration, fees stamp 
Act etc. already available with the Co-operative Socie¬ 
ties should be continued. 

It would give a great philip to the consumers Co¬ 
operative Movement, if sales affected at consumers Co¬ 
operative Stores are exempt from the operations of the 
Sales Tax Act and sales therein can be affected without 
levy of sales-tax. This concession, if given for 3 years 
will help the consumers movement to gain a strong 
foothold. 



RAJASTHAN 
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MEMORANDUM I 


General Note on 

The State of Rajasthan, as at present constituted, 
came into existence in stages. At first, on the 17th 
March, 1948, the States of Alwar, Bharatpur, Dholpur 
and Karauli were integrated to form what is called 
the Union of Matsya. Subsequently, the States of • 
Kotah, Tonk, Bundi, Jhalawar, Partabgarh, Dungarpur, 
Banswara, Kishangarh and Shahpura and the Chiefship 
of Kushalgarh were integrated on the 25th March, 1948, 
but before it started functioning, Udaipur also jointed 
to form what is commonly known as Former Rajasthan. 

By the merger of the States of Jaipur, Jodhpur, Bikaner, 
Jaisalmer and Former Rajasthan, Greater Rajasthan 
was formed on the 30th March, 1949, and it commenced 
functioning as one integral unit on the 7th April, 1949. 
Matsya was also incorporated in it on the 15th May, 
1949, and the major portion of the former Sirohi State 
on the 26th January, 1950. 


The economic backwardness of the State of Rajasthan 
is a patent fact. It has a wide area of low density of 
population which mainly subsists on agriculture or on 
pastoral occupations. Diversity of employment is lack¬ 
ing. The total area of the State is 1,30,000 sq. miles, out 
of which 42-5% is cultivated and 57-5% uncultivated. 
Only 9% of the former is irrigated area and the rest is 
rain fed. The uncuiturable portion consists of desert and 
large hilly tracts. Cultivation is mostly dependant on 
rainftll which is both scanty and erratic over wide part 
of the State. On an average, in a cycle of 10 or 11 years 
and every two or three years, total or partial failure of 
rains take place respectively. Canal irrigation is known 
only in the Ganganagar District in Bikaner Division. 
The other means of irrigation are tanks and wells. The 
former need urgent repairs being ignored for some time, 
obviously, due to financial difficulties. The latter dry-up 
on the failure of rains. Occasional famine has thus be¬ 
come, more or less, a regular phenomenon every other 
year which involves heavy expenditure on relief work 
and also affect revenue adversely. 


The State maintains a fairly large population of 
Scheduled Tribes and backward classes which have low 
earning capacities and need, on the other hand, some 
provision for social and welfare schemes to raise their 
standard of living. 


The urban population, living in towns with over 5,000 
persons, is only 17% and there is a grave lack of diversi¬ 
fied employment and avocation opportunities. There are 
very few factories, two sugar mills, one cement factory, 
five cotton spinning and weaving mills in operation at 
present. The only important industries are the weaving 
of muslin, dyeing and stamping of cotton cloth, the'"' 
manufacture of carpets, rugs and other woollen fabrics, 
enamelling, pottery and work on ivory, lac, brass, wood¬ 
carving and stone and marble work, etc. These are all 
small scale, more or less, cottage industries not produc¬ 
tive of much capital wealth. 

Figures in Lakhs 


State Taxation 

The existing social service in Rajasthan is pretty low. 
Out of the total population of about 24 lacs of children 
of school-going age, only 14% attend schools. Hospital 
service in the principal towns is fairly satisfactory, but 
there is a woeful lack in the rural area—one dispensary 
for every 79,000 people. 

The budgetary history of the State is very short and 
cannot possibly date earlier than the formation of Rajas¬ 
than. It was not possible to frame a regular budget for 
some time. Up to the end of September, 1949, the budgets 
of the covenanting States were in operation and for the 
period 1st October, 1949 to the 31st March, 1950. an in¬ 
terim budget was attempted. For the period 1st April, 
1950, to the 31st March, 1951, the first regular budget 
was framed, although with no small difficulty. Appendix 
I gives the Revenue and Expenditure Forecast for 1954- 
55 and 1955-56. Actuals for 1951-52, and Revised Esti¬ 
mates for 1952-53 and 1953-54 have also been given. The 
Revised Estimates for 1952-53 exclude assistance under 
the Finance Commission’s recommendations. The deficit 
shown during these years is. as under— 

1951 — 52 . . Rs. 24 '68 Lakhs (Actuals). 

1952 — 53 . . Rs. 221'25 ” (Revised Estimate ex¬ 

cluding assistance un¬ 
der Finance Commis¬ 
sion’s Recommenda¬ 
tions, Revised Estimates 
according to the bud¬ 
get, however, show a 
surplus of Rs. 35.65 
lacs.) 

1953— 54 • • Rs. 63-64 Lakhs (Revised Estimate) 

*954 — 55 • • Rs. 67-87 „ (Forecast) 

*955 —56 . • Rs. 195-65 „ (Forecast) 

It would be seen that in the forecast, due to the non¬ 
accrual of the income from the Agricultural Income Tax 
(as the Act will come into operation from 1-4-53 instead 
of 1-4-52) and short fall under Excise, deficit is fore¬ 
shadowed for the current year. The years 1954-55 and 
1955-56 are expected to end with a deficit of Rs. 67-87 
lakhs and Rs. 195-65 lakhs respectively. 

Impression is some time taken that perhaps the State 
of Rajasthan might be legatee of substantial capital 
assets from the integrating States, but it is entirely ill- 
founded. Some of the constituent units were not even 
able to balance their own budgets. By 1947-48 and 
1948-49, both Jodhpur and Bikaner had developed large 
deficits. Jaipur—small surplus in 1947-48—was again 
converted in deficit in the subsequent year. Taking all 
the States together, the total deficit in 1947-48 and 
1948-49 amounted to Rs. 111-93 and 84-66 lakhs respec¬ 
tively. 

Below is set out an analysis of the surpluses and 
deficits of the different States in 1947-48 and 1948-49,— 

if Rupees 


Former 

Jaipur Jodhpur Bikaner Rajasthan Matsya Total 


>947—48 

State field ..... 

. . io *66 

—143-23* 

—14-42 

35 ’ 06 

. . 

—>”•93 

Federal field ... 

. . . -10*27 

7 - 54 * 

—I2*6o 

— 5 i -52 


•-66*85 

Total . . . . , 

0-39 

—135-69* 

—27*02 

—16-46 


—178-78 

1948—49 







State field ..... 

. . . — 49 " >5 

— 53-50 

8*17 

—6*57 

16-39 

—84*66 

Federal field .... 

v • • >o - 33 

—15-20 

11 -08 

- 14*40 

—26-10 

—34-29 


Total . . . . . . . . —38-82 —68-70 19-25 —20-97 — 9 ' 7 i — 118-95 





This deficit would swell-up still further, but for the 
help from the Centre, if we take into view the pro¬ 
gramme of development of social service as envisaged in 
the Five Year Plan, the financial implication of which is 
set-out in Appendix II. 

The notion is some times entertained that as a result 
of integration, due to the pooling of capital of all the 
States and economy in the cost of administration, the 
budget picture should be fairly bright. The view taken 
appears to be apparently ill-founded. The lowest Class 
IV servants or clerks in the junior cadre which ate up 
the major portion of salaries and allowances, could 
hardly be reduced. Any considerable economy could 
not be possible even in the upper set of administration. 
On the formation of Rajasthan, it became necessary to 
set-up a common administrative organisation and fuse 
the cadres of various covenanting States into one in¬ 
tegrated whole. Every covenanting State had different 
scales of pay. In some cases it was fairly low. Jaipur 
might be quoted as an instance. In Jodhpur, the scales 
were comparatively higher. To even them all entailed 
a serious strain on finances. In fact, an attempt was 
called for to raise them to the scale prevailing in Part 
•A’ States. 
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Again, in some places, the administrative system was 
pretty simple. Almost one man rule prevailed. The scale 
of Government activities was also restricted one. a 
result of integration, a State with a wide area and large 
population came into existence. It, therefore, became 
necessary to set-up an administration of fairly complex 
nature which again meant an expensive proposition. 


Coming to the pertinent question of State taxation 
revenue, in Appendix I are set-out the heads of revenue. 
Those relating to principal taxes are indicated below:— 

VII—Land Revenue, 

VIII—State Excise, 

IX—Stamps, 

X—Forests, 

XI—Registration, 

XII—Receipts under Motor Vehicles Act, and 

XIII—Other Taxes and Duties. 


The percentage of tax revenue in Rajasthan is as high in any other Part ‘A’ or Part ‘B’ State as will be seen 

from the following comparative table: — 


SI. 

No. 

State 

Tax Revenues 

Revenue from Commer¬ 
cial and quasi-Gommer- 
cial Department 

Other R 

evenues 

T 

otal 

B 


51-52 



52-53 

51-52 

52-53 


Part 'A’ State 



• 





• 


I 

West Bengal . . 

- 

9-03 

8-6.7 

0-33 

0-29 

5.86 

5-53 

15 -20 

14-49 

2 

Bombay . . . . 


9.28 

862 

1-08 

0-98 

2-41 

2-06 

12-77 

n-66 

3 

Bihar .... 


3-»5 

■ *TsIi 

0-13 


5.66 

1 

8-94 


4 

Madhya Pradesh 


5-35 

4-76 

2- 06 

i-6o 

3-33 

3-37 

10-74 

9-73 

5 

Punjab .... 


6*02 

5-59 

2*42 

2-38 

5’32 

5-4i 

13-76 

13-38 

6 

Orissa .... 


3-15 

• • 

0-62 


3’44 


7-21 

• • 

7 

Assam . 



4.89 

0-48 

°'44 

5-35 

5-69 

11-23 

11*02 


Part <B’ State 










8 

Mysore .... 


6*03 

6-45 

2-77 

2-67 

6-42 

7-06 

15-21 

16-18 

9 

Saurashtra 


8-91 


0-30 

•• 

10-31 


# 


IO 

Madhya Bharat 


980 

9'94 

0-98 

I * 20 

3:46 

2-66 

I4*24 

13-80 

ll 

Rajasthan 

• 

7-39 

7-25 

o-53 

o’6i 

2-48 

2 - 80 

10*40 

io-66 


It will be observed that the State of Rajasthan raises 
more than 70% of its revenue from taxes and the per 
capita tax revenue raised here is much higher than 
the per capita tax revenue in Part ‘A’ States like Bihar, 
Madhya Pradesh, Punjab and Part ‘B’ States like Mysore. 
If allowance is made for the economic backwardness of 
the State, Its severity must be deemed to be as high 
as in Bombay. The following figures will indicate the 
increase or decrease in tax revenue since 1948-49 :— 


(In lakhs of rupees. 



Ac¬ 

counts 

* 948-49 

Ac¬ 

counts 

1950-51 

Ac¬ 

counts 

1951-52 

Revised 

Esti¬ 

mates 

1952-53 

Budget 

I Esti¬ 
mates 
1953-54 

Customs and 
Excise . 

587-42 

621-70 

7 i 8-33 

596 - 0 O 

II 

! 

6l9-0O 

Stamps & Regis¬ 
tration . 

31-78 

46-04 

5°-99 

55-75 

56-75 

Forests 

36-17 

40*00 

39-62 

40*00 

40*00 

Motor Vehicles 
Taxation. 

12*00 

18-92 

24-76 

30-15 

35 -oo 


From the above figures, it will be observed that since 
the formation of Rajasthan, revenue from the taxes 
mentioned above has been considerably augmented and 
there appear to be little scope for further taxation. 
25—2 T. E. Com. Bom. 


AGRICULTURAL INCOME TAX 

Tax on agricultural income will start flowing in from 
1-4-54, but much cannot be expected therefrom. The 
forecast was that of Rs. 15 lacs. With the resumption 
of Jagirs, it would be reduced to negligible figure. Even 
otherwise, prospects of receipts, at least as high as 
Rs. 15 lacs, were not very hopeful and bright in view 
of the fixation of fairly high taxable quantum and 
liberal concessions allowed to the Hindu Undivided 
Families in their assessments. 


State Excise 

The estiinate of Rs. 290-00 lakhs for 1952-53 includes 
Rs. 58 lakhs on account of duty and licence fee in res¬ 
pect of opium. This would be completely wiped off in 
1959-60, as, according to the policy of the Government 
of India, there is to be no issue for consumption in that 
year. From the revenue point of view, there is hardly 
any further elasticity from this source. As a result of 
the revision of the excise duties, the highest rates in 
force in any of the integrating State-were adopted. The 
rates for certain categories of liquor have been recently 
raised. All this explained an appreciable increase in 
revenue from year to year from this source and also 
established, to a great extent, that further scope was 

S >t possible. The low purchasing capacity of the popula- 
on here is also a fact not to be ignored. Although the 
estimate for the current financial year was placed at 
Rs. 2-70 crores, the actuals show a downward trend. 
We, cannot, therefore, expect any increase. 
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Stamps and Registration 

Under these two heads, the revenue yield is about 
Rs. *57 lacs (Revenue Estimate for 1952-53—Rs. 55 - 75 
lacs) and there is hardly any chance of any further in¬ 
crease. In revising the list of stamp duties and registra¬ 
tion fes, an attempt has been made to follow the highest 
rates prevailing in any other Part ‘A’ or Part ‘B’ State. 
The two tariffs now proposed to be adopted have been 
appended in dealing with these duties in the subse¬ 
quent Chapters. 

Inter-State Transit Duties 

This forms tha major portion of State revenues. Dif¬ 
ferent rates in this respect prvailed in different con¬ 
stituent units. These were all unified for application of 
unified tariff. At present, the revenue yield is near about 
rupees four crores. But this impost is to be replaced 
by Sales Tax—the dead line for the purpose being fixed 
as the 31st March, 1955. Sales Tax, though based on 
Multi-point system, is not likely to bring in even half 
the revenue yield derived from custom duties, in spite 
of the fact that in framing the Bill, every attempt has 
been made to save as little a fall as possible in revenue 
by this substitution. 

Entertainment Tax 

Except in Bikaner, which annually yields about a lac 
of rupees, the revenue from Entertainment Tax in the 
rest of the places is appropriated by the local bodies. 


To sum up, it may be stated that there appeared to be 
no hopeful prospect for any further expansion of taxa¬ 
tion here in Rajasthan. Our main hopes rest on land 
revenue, royalty, betterment fees and capital gains taxes. 
With the development of various schemes, e.g., Bhakra- 
Nangal Project, Chambal Project, large tracts of land 
now constituting arid deserts, will be brought under 
cultivation. 

Rajasthan is on the threshold of industrial develop.- 
ment and if cheap power and means of communication 
are provided, there is a scope for the development of 
small scale and cottage industries as well as of large- 
scale industries. 


The State is rich in mineral deposits, the most impor¬ 
tant mineral being worked is coal at Palana in Bikaner, 
copper and iron ores are found in some parts. The rocks 
of Rajasthan are rich in building material. Lime stone 
is abundant in several parts. Sandstone is plentiful al¬ 
most everywhere. There are large deposits of mica, 
gypsum and soapstone. 


With the lapse of time and availability of funds, 
these deposits will be properly and fully exploited to 
yield revenue income from royalty. The royalty fixed by 
the Central Government on a considerable low scale has 
minimised our income from Mines. 


APPENDIX ‘A’ 


Part I 

Revenue and Expenditure Forecast—Receipts 




Revised 

Estimates 


1 

Forecast 


Head of Account 

Actuals 

1951-52 

1952-53 
excluding 
assistance 
under Fi¬ 
nance Com¬ 
mission’s 
‘Recom¬ 
mendation 

Budget 

Estimates 

1953-54 

Revised 

estimates 

1953-54 

Budget 

Estimates 

J 954-55 

Budget 

Estimates 

1955-56 

I 

2 

3 

4 

5 

6 

7 

II Union Excise Duties 

. . 

. , 

77'75 

77-75 

' 77-75 

77-75 

VI Taxes on income other than 
Corporation Tax. 

12-53 

> 3-25 

200’25 

185-25 

200-25 

200* 25 



i__ j 




VII Land Revenue . 

315-32 

380-00 

425-00 

400 ’ O 

485-00 

490-00 

VIII State Exci* 

298-85 

245-00 

270-00 

250’00 

250-00 

250*00 

IX Stamps .... 

47-32 

53 -oo 

54-00 

54-00 

55 -oo 

55-°o 

X Forest .... 

39-62 

40*00 

40’00 

40-00 

40*00 

40*00 

XI Registration 

3-66 

2-75 

2-75 

2-75 

3-oo 

3 - 0 ° 

XII Receipts under Motor . 
Vehicles Act. 

24-76 

30-15 

35 -oo 

35 -oo 

35-00 

35 -°° 

XIII Other Taxes and Duties 

' 420-45 

352-00 

350- 00 

350-00 

300-00 

300*00 

XVII Irrigation works for which 
capital accounts are kept. 

ti- 3 ° 

5-oo 

11-50 

11-50 

12-00 

12*00 

XVIII Irrigation works for which no 
capital accounts are kept. 

8-77 

5-75 

8-50 

8-50 

10-50 

12*00 

XX Interest . ... 

46-56 

52-50 

50-50 

50-5° 

50-50 

50-5° 

XXI Administration of Justice 

5 -i 7 

4'75 

4-75 

4-75 

5 -oo 

5-oo 

XXII Jails and Convict Settlements 

2-63 

3-00 

3-50 

3-50 

3-50 

3 - 5 ° 

XXIII Police .... 

2-49 

I* OO 

I *00 

I’OO 

I -00 

I *oo 

XXVI Education .... 

12-84 

14-25 

II* 10 

13-00 

1300 

13-00 

XXVII Medical .... 

3-52 

3-50 

3-60 

3-60 

3-50 

3 - 5 ° 

XXVIII Public Health 

12-23 

15-70 

17-60 

17- 60 

18-00 

18-00 

XXIX Agriculture . 

to -54 

3 - 9 ° 

4-90 

4-90 

4-oo 

4*00 

XXIXA Rural Development 

O’40 



•• 



XXX Veterinary .... 

3-15 

2-80 

2-80 

2-80 

2- 80 

2-80 

XXXI Co-operation 

0-15 





•• 




APPENDIX ‘A’— contd. 


Part I— contd. 


Head of Account 

Actuals 

I 95 I- 5 S 

Revised 
Estimates 
1952-53 
. excluding 
assistance 
under Fi¬ 
nance Com¬ 
missions’ Re¬ 
commen¬ 
dation 

Budget 

Estimates 

> 953“54 


Forecast 



Revised 

Estimates 

1953-54 

Budget 

Estimates 

1954-55 

Budget 

Estimates 

1955-56 

. 

Remarks 

I 

2 

3 

4 

5 

6 

7 

8 

XXXII Industries and Supplies 

13-70 

25-25 

26-00 

26-00 

25-00 

25-00 


XXXVI Miscellaneous Department . 

63-80 

56-75 

•58-50 

60-00 

60-00 

6o-oo 


XXXIX Civil Works 

8-78 

37-00 

81-00 

81-00 

14*00 

14*00 

' 

XLI Receipts from Electricity . 
Schemes 

-27-98 

—10*00 


—5-00 


-■ 


XLIV Receipts in aid of Super¬ 
annuity 

0-65 

o-15 

0-15 

0-15 

0-15 

0-15 


XLVI Stationery and Printing 

9-18 

10-50 

”•75 

10*00 

10*00 

10*00 


XLVI Miscellaneous 

121-89 

57-65 

8t-10 

8i-10 

20*00 

20*00 


XLIX Grant-in-aid from the 

Central Government. 

5-00 

44-25 

61-30 

61-30 

32-70 

40-70 


L Miscellaneous adjustments 
between Central and 
State Governments. 

0*01 

0-15 

0*25 

0-25 

0-25 

0-25 


LI Extraordinary receipts . 

74-14 

43 -10 

49-45 

49-45 

37-45 

\ 

26-30 


Total Revenue 

1551-48 

1493 -»° 

1944-00 

1880-65 

1769-35 

1672-70 



Part II 

Revenue and Expenditure Forecast—Expenditure 


Head of Account 

Actuals 

1951-52 

. 

Revised Es- 

‘ ■* rjV 


Forecast 


Remarks 

> 952-53 
excluding 
assist ance 
under 
Finance 
Commis¬ 
sion’s Re¬ 
commenda¬ 
tion 

Budget 

Estimates 

> 953-54 

Revised 

Estimates 

> 953-54 

Budget 

Estimates 

> 954-55 

Budget 

Estimates 

1955-56 

I 

2 

3 

4 

5 

6 

7 

8 

7 

Land Revenue 

89-40 

100*00 

> 30-94 

I10*00 

160-00 

160-00 


8 

State Excise 

21-91 

35 -oo 

38- 00 

35 -oo 

35 -oo 

35 -oo 


9 

Stamps . . . . 

o -93 

1-30 

1-42 

1-42 

>•45 

>•45 


10 

Forest . 

29-86 

29 - 75 

22 * II 

23*00 

22*00 

22.00 


II 

Registration .... 

i-08 

>•33 

>•52 

1-50 

>•50 

i- 5 ° 


12 

Charges on account of Motor . 









Vehicles Act . • . 

•• 

•• 

3->5 

3->5 

3-00 

3-oo 


*3 

Other Taxes and duties 

6o-12 

70-45 

65-93 

65-00 

62-00 

50*00 


•7 

Interest on Irrigation Works . 

0-5 0 

21*12 

25-78 

50*00 

75-00 

100*00 


18 

Other Revenue Expenditure, 









financed from ordinary 









revenue ... 

- 

47-52 

72-75 

73 - 5 ° 

73-50 

32*00 

32*00 


>9 

Construction of Irrigation . 

5-56 

20*30 

13-90 

13-90 

.. 




works 








22 

Interest on debt and other 









obligations 

20*29 

6-50 

10*40 

10*40 

10-40 

10*40 


23 

Appropriation for reduction 




' 





or adviodance of debt 


•• 

15-00 

> 5-00 

20*00 

20*00 


25 

General Administration 

174-30 

160-00 

> 53-90 

I 57-50 

>57-5° 

>75-00 


27 

Administration of Justice 

31-71 

33-00 

33-00 

33-00 

33-00 

34-00 



























APPENDIX A— contd. 
Part ll—contd. 


Head of Account 

Actuals 

Revised 
Estimates 
1952—53 
excluding 
assistance 
under Fin¬ 
ance Com¬ 
mission’s 
Recommen¬ 
dation 

1 


Forecast 




1951-52 

Budget 

Estimates 

1953-54 

Revised 

Estimates 

1953-54 

Budget 

Estimates 

1954-55 

Budget 

Estimates 

1955-56 

Remarks 

I 

2 

3 

4 

5 

6 

7 

8 

28 Jails and convict Settlements 

21-90 

22-50 

24-03 

24- 50 

24*00 

25*00 


29 Police .... 

240-46 

27I*00 

307 * OO 

307*0O 

313-00 

320*00 


36 Scientific Departments 

10-82 

11-65 

12*01 

12*01 

12-25 

12-50 


37 Education 

■ 229.78 

252*00 

291-90 

291-90 

300*00 

310*00 


38 Medical .... 

102*44 

108-30 

117-14 

M7-14 

119*00 

121*00 


39 Public Health 

41-92 

37-70 

45.60 

45-60 

35-oo 

35-oo 


40 Agriculture 

21-15 

24-85 

34-76 

34- 76 

25-00 

25-00 


40A Rural Development and 

Social Services . 

11*17 

I3-15 

13-95 

13-95 

14*00 

14*00 


41 Veterinary 

ii* 10 

12*00 

12*00 

12*00 

12*00 

12*00 


42 Co-operation 

5-47 

6-oi 

7-49 

7-49 

7-50 

7-50 


43 Industries and Supplies 

. i3‘ 10 

17*00 

>9-85 

19-85 

20*00 . 

20*00 


47 Miscellaneous Department 

48-48 

37-5° 

34-25 

34-25 

34-50 

34-50 


50 Civil Works . 

88-22 

I04*40 

104-14 

' 104*14 

105*00 

105*00 


50A Capital outlay on State Works 
met out of extraordinary 
receipts .... 


20-85 

64*95 

64-95 




52 Interest on capital out-lay on 
Electricity Schemes 

0-90 

5-5« 

6-68 

6-68 

12*00 

20*00 


52A Other revenue expenditure 
connected with Electricity 
Schemes .... 








54 Famine .... 

19-97 

! 

30-00 

30*00 

30*00 

30*00 


54A/B Privy Purses and allowances 
of Indian Rulers. , 

49-89 

42-06 

33-91 

32-91 

25-00 

17*00 


55 Superannuation allowances 
and Pensions 

34-59 

37-00 

37-oo 

37-oo 

38-00 

38-00 


56 Stationery and Printing 

22-73 

17-60 

18-78 

18-78 

t8-oo 

t8-oo 


57 Miscellaneous 

70-58 

61-40 

60-60 

6o-6o 

40*00 

40*00 


55A Commutation of Pensions 

•• 

•• 

0-50 

0-50 

0-50 

0-50 


63 Extraordinary charges 

48-31 

*7*33 

16- 66 

16-66 

15-00 

15-00 


63B Community Development . 
Project • • • - 

•• 

13-04 

62-25 

62-25 

* 24*12 

4*00 



1576-16 

I7I4-35 

1944-00 

7 - <I449*29 

1837-72 

1868-35 



APPENDIX B 

Statement showing the allotment under various heads for Rajasthan under the Five YearPlan 


{In lakhs of rupees ) 








Progress of 
expenditure 

Assistance received 
from the Centre 

SI. 

No. 

Name of Heads 

Centre’s 

share 

Rajasthan’s 

share 

Total 

1951-52 

(Actuals) 

1952-53 

^Revised) 

1953-54 

Budget 

1951-52 

1952-53 

I. 

Agriculture and Rural Develop¬ 
ment: 










1. Agriculture .... 

71-50 

37-7° 

log* 20 

8- 20 

29-30 

22*00 

. , 

i6-oo 


2. Veterinary and Animal Hus¬ 

bandry J 

3. Dairy & Milk Supply 

18-20 


18-20 

•• 


• • 


(C.H.F. 

Loan) 










APPENDIX B —contd. 









1 

Assistance received 







Progress of Expen- 

from the Centre 



Centre’s 




ditur 

e 



SI 

Name of Heads 

Rajasthan’s 

I( 

Totals (> 

351-52- 





No. 

share 

share 

Actuals) 

1952-53 

1953-54 











Budget 

1951-52 

»952“53 







(Revised) 




4. Forests .... 

20-00 

1-90 

21-90 


- - 

•• 

•• 



5. Co-operation 


3-oo 

3.00 

0-30 

o-6o 

o-6o 

' * 

• * 


6. Fisheries .... 


•• 



• * 

• ' 

’ * 



7. Rural Development 


15-00 

150-0 

2-00 

i ' 9 ° 

2-30 


* * 



109-70 

57'60 

67-30 

10-50 

31-80 

24.90 

•• 

16-00 

II. 

Major Irrigation & power Projects: 








1389 


1. Irrigation . . . 

447-60 

56-00 

503-60 

56-3° 

62 -6o 

140,IO 

2500 
{Ad hoc) 


2. Power Projects 


40-80 

40-80 

39.60 

it-50 

15-30 


50-34 



447.60 

96-80 

544.40 

95-9° 

74*io 

155-40 

25-00 

64-23 

III. 

Industries: 










j. Cottage Industries . 

15-00 

23.50 

38-5° 

3-9° 

5-70 

10-70 

* * 

* * 


2. Other Industries . . 

. . 

• • 

• • 

•• 

•• 

** 

* * 




15-00 

23 5° 

38-50 

3-90 

5-7° 

10-70 


•* 

IV. 

Transport: 










t. Roads . . . 

360-00 

400-00 

40-00 

12-10 

36-20 

61-6o 

1900 
(Ad hoc) 

* * 


2. Roads Transport . 

1*00 

•• 

1 -OO 

• • 

* * 

* * 


• • 


3. Ports and Harbours 

. . 



• • 

•• 

.1* * 

• • 

* * 


Social Services: 

361-oo 

40-00 

401-00 

12-10 

36*20 

6t-6o 

19-00 


V. 










1. Education . . 

10-00 

253-50 

263-50 

37-30 

51-60 

64-80 

16-50 


* * 


2. Medical .... 


82-00 

82-00 

21 -OO 

17-90 

■■ 



3. Health . . . . 

100-00 

35-50 

135-50 

20-70 

n-6o 

12-30 


1*00 
(Ad hoc) 


4. Housing . . . . 

• • 

2-00 

2-00 

300 

•* 

• * 


• * 


5. Labour and Labour welfare 


5.00 

5-00 



0-30 


• * 


6. Amelioration of Backward 
Classes 

15-00 

27-2C 

42-29 

8-80 

10-90 

11-20 

5-00 

6-20 



125-00 

405- 2 C 

530-20 

90-8c 

92-00 

105-10 

5-00 

7 - 2 C 


i Grand Total . 

1058-30 

623- It 

1681-40 

213*2C 

239-8c 

357-7c 

49-01 

67-40 


In the draft outline, the development plan for Rajasthan envisaged an expenditure of Rs. 1521-25 
was centre’s share. In the final plan the provision has teen raised to 168I 4 and it is presumed that the increase m 
Irrigation etc. will be financed by the Central Government. 


of which Rs. 900 • 00 lakhs 
the allotment under Roads, 




MEMORANDUM II 


General Note 

The system of local taxation in the various covenant¬ 
ing units that formed Rajasthan was not uniform. In 
some cases the local bodies were merely Government 
departments and their expenditure was met entirely 
from the revenues of the States. In some cases even 
though the Local Bodies could raise independent reve¬ 
nues; yet the heads assigned to them were based only 
on Executive orders. In most of the cases the local 
bodies were not able to meet their expenditure from 
the assigned revenues and they had to depend on liberal 
grants given by the convenanting States. 


The Rajasthan Government after merger inherited a 
Highbred legacy of local taxation which also involved 
considerable burden on the consolidated funds of the 
State, so that the local bodies could meet their day to 
day expenditure. The amount of grants which the Raj¬ 
asthan Government sanctioned during the first year was 
more than 20 lakhs. The liberal system of grants-in-aid 
and the fact that in a number of cases the local bodies 
were only Government departments created unusual 
impediments in the way of local bodies imposing new 
taxes. Besides, some of the taxes which in the other 
States are State Taxes, were being levied in this State 
by the local bodies, such as tax on motor vehicles. 

After the merger the policy with regard to local taxa¬ 
tion which the State Government has been following, 
is— 

(i) to bring up the taxation structure to a uniform 

pattern; 

(ii) to abolish all the archaic forms of local taxes 
which had no sanction in law; 

(iii) to give better avenues of income to the local 
bodies; 

(iv) to progressively reduce the grants meant only 
to balance their budgets and to substitute them 
for grants for specific development purpose. 

(i) The Rajasthan Town Municipalities Act was pro¬ 
mulgated on the 22nd December, 1951, and it assigned 
all sources of revenues to the local bodies that generally 
existed in Part ‘A’ States. The problem, however, was to 
persuade the local bodies to impose such taxes. There 
was less difficulty in the case of smaller towns but in 
the case of bigger ones where the rate-payers had been 


on Local Taxation 

living on doles given by the previous State Governments, 
attempts to levy taxes met with considerable resent¬ 
ment in most cases though there were honourable 
exceptions also such city Corporation of Udipur and 
Municipal Board, Bikaner, etc. The position existing as 
at present is that out of 139 Municipal Boards, house 
tax is levied only in one, i.e., Jaipur Municipal Council 
(and that too at a 5% of a rental value). Octroi is 
levied in 85 Municipal Boards. Vehicle Tax and Animal 
Tax are levied in all, but the most fruitful source of 
income in bigger municipalities is the Entertainment 
Tax which in other States is the State Tax. Pilgrims 
tax is being levied at two places, viz., Nathwara and 
Udaipur. Tolls are also levied in a number of Municipa¬ 
lities. Profession Tax, Poll Tax, general sanitary cesses, 
water tax, tax on use of electricity or lights are not 
being levied in any of the local bodies. 

(ii) The position in regard to the taxes which had no 
sanction in Law is that they are being gradually abolish¬ 
ed and are being replaced by Octroi. 

(iii) Besides, the provisions made in the Rajasthan 
Town Municipalities Act regarding assignment of sepa¬ 
rate sources of revenue. Government have been impres¬ 
sing upon the local bodies the need of standing'on their 
own legs and it has succeeded considerably. In the year 
1948-49, the incidence of local taxation was about Re. 1. 
This, at present, is computed to be at Rs. 2-4-9. 

Subsidy payable to local bodies is now being reduced 
gradually. The amount provided in the budget during 
the current year is Rs. 18,50,000. It was being given 
roughly on the basis of 0-8-0 annas per head in the 
towns and Re. 1 per head in the city to such of the 
Municipal Boards which were getting subsidy even in 
the pre-covenanting units. The basis of subsidy in the 
future is now under consideration. 

It need not be stated that the finances of the local 
bodies in the State are highly unsatisfactory as in most 
of the cases they are hardly able to meet their routine 
expenditure. No scope is left for expenditure on any 
development works. There is, at present, an apathy to 
the imposition of any form of new taxation even though 
civic amenities of elementary kind may not be available. 
Octroi is the most important source of income, but there 
is a general resentment in the public against this form 
of taxation, specially because of the prevalence of the 
Customs duty. 



MEMORANDUM HI 

General Note on Land Revenue 
Section I —General 


The State of Rajasthan was formed on the 7th April, 
1949. The figures regarding land revenue before World 
War II and during the War up to the year 1945-46 (in¬ 
clusive) are not available. The figures of the land 
revenue receipts areas given below:— 

1950-51 ........ 2-77 lakhs. 

• 951-52 .. 2-46 „ 

1952-53 • • • • • • ■ a-63i „ 

•953-54 .. 2-75 „ 

Since the formation of the Rajasthan the figures of land 
revenue have been more or less on an increase since 
1952. This slight increase in the land revenue demand 
is due to larger areas having been brought under settle¬ 
ment and cultivation as a result of Grow More Food 
Campaign. A major part of the culturable waste land 
was allotted under the Campaign and a large number 
of displaced persons were also provided with lands. 

There have been no statutory changes in the tenures, 
tenancies, rents, etc. for the present. 

Item No. 2A. 

Regarding the break-up of land revenue receipts as 
envisaged in item No. 2, no figure is readily available. 

As regards item (iii) the following tables will show 
different types of tenure, tenancies and crops:— 

(a) Types of tenure. 1. Zamindari 

2. Ryotwari 

3. Jagirdari 

(b) Types of Tenancies , . .1. Bapidari 

2. Ghair-Bapi 

3. Bhumidari (Bho- 
miya) 

4. Bhomidara. 

5. Izaredar. 

Types of crops (irrigated and non-irrigated, com¬ 
mercial and non-commercial, cereal and non-cereal, etc.). 

Irrigated Mon-Irrigated 


Wheat. 

Bajra. 

Barley, 

Jowar. 

Rice. 

Maize. 

Cotton. 

Pulses. 

Sugarcane. 

Seasamum. 

Potato. 

Gram. 

Rape and Mustard. 


Spices. 


Tobacco. 


Commercial 

Non-Commercial 

San-hemp. 

Food-grains. 

Cotton. 

Pulses. 

Sesamum. 

Spices. 

Groundnut. 


Linseed. 


Rape-Mustard. 


Sugar-cane. 


Tobacco. 


Cereals 

Non-Cereals 

Rice. 

Gram. 

Jowar. 

Pulses. 

Bajra, 

Tur, 


Cereals —contd. Mon-Cereals —contd. 

Wheat. Moong. 

Maize. Moth. 

Barley. Matar. 

Small-millets. Masur. 

Spices 

Local Rates and Cesses 




Rate 

SI. Cesses. 

No. 

Area 

Amount 

I 2 

3 

4 

t. Patwar 

Jaipur 

-/-/7 per rupee. 

2. Malba 

Bharatpur 

Jaipur 

(Jhunjhunu) 

Rs. 4/1/6 %up to Rs. 
too. 

Rs- 2/5/6 % up to 
Rs. 3000/- 

Rs. 1/4/- % onward. 

-hl 5 per rupee. 


Kotah 

(Bundi) 

-/-/3 P er rupee. 

3. Lambardari 

Alwar 

Banswara 

Udaipur 

(Chitorgarh) 

5% of assessed Land 
Revenue. 

-/-/6 per rupee. 

Rs. 5/- 

4. Local rate 

Sirohi 

-/-/6 per rupee. 


Item No. 2 B. 


No revision of assessment has so far been taken up 
in the Khalsa areas. Regular settlement in the Jagir 
areas is in progress on modern scientific lines. In the 
circumstances no variation of assessment has taken 
place. 

A brief note showing the history of land reforms legis¬ 
lation including the recent policies and measures is 
enclosed. (Appendix A). 

Item No. 4. 

The Land Revenue Code (Land Revenue Act and Ten¬ 
ancy Act) are under preparations. At present the unit 
revenue laws and rules as were in force in various 
covenanting units are still being followed. 

Item No. 5. 

Roughly more than 60% of the total area of Rajas¬ 
than is non-khalsa wherein the land holders pay fixed 
tribute to Government. This fixed tribute was not varied 
with any variation in the actual income of the. land 
holder and, therefore, settlement in non-khalsa areas 
was in respect of the tenant and the land holder only. 

In khalsa areas settlements were carried out on scien¬ 
tific lines after cadestral survey and systematic classi¬ 
fication of soil. Government share was generally fixed at 
l/3rd or l/4th of the gross produce. Thus in most areas 
the fixed system of assessment prevailed. In the only 
big canal irrigated colony at Ganganagar this question 
was examined afresh and the Punjab system was intro¬ 
duced whereby proposals were made for full fluctuations 
with classwise consolidated rates to be charged on the 
maturity of crops in both harvests. In other areas the 
main factors kept in view were the expiring demand 
which in many cases was fixed very long ago and the 
present conditions. 

In settlement operations now under way the main 
basis of assessment takes into account the net produce 
and the expiring annual rent. It is not customary to 
take into account annual value or net assets, though in 
the Ganganagar Colony and in some parts of Alwar 
the net assets were also calculated. But there also it 
was done primarily to provide a cross check on the 
fairness of rates arrived at by using gross producie and 
commutation prices* Present practice is to classify soil 
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with the standard Barani as the base , on which incidence 
per bigha is worked out by taking into account assumed 
yields and commutation prices. 

Item No. 6. 

In Rajasthan, taking into account khalsa areas only, 
revisions are due which cover an area yielding more 
than a crore of rupees as revenue (statement attached). 
Merging units even before had a psychological aversion 
to settlement which was often ordered to be carried out, 
at the least possible expenditure to the State. The posi¬ 
tion was made more acute due to World War II and 
other radical lands reforms contemplated in certain 
areas. After the formation of Rajasthan attention was 
concentrated upon the completion of the unsettled non- 
khalsa areas. Considerable progress has been recorded 
in this direction. 

A. comprehensive programme for revisional settle¬ 
ment has been drawn up. It is expected to overcome 
the difficulty in regard to personnel by making maxi¬ 
mum use of regular Patwaries and Girdawar Kanugos, 
the help of Surveys being supplied only where it is 
absolutely essential. The available of trained personnel 
can be augmented if experienced settlemnet staff work¬ 
ing on the general revenue side is transferred to the 
Settlement Department and fresh recruitment made in 
the general revenue side, as work there is of a less 
technical or specialised nature. 

Transitional problems in merged areas are of a 
greater magnitude and a significance. The disparity 
that exists is mainly resultment of two factors : — 

(i) The Government share, 

(ii) The date of last settlement. 

Pending regular settlement it has been contemplated 
to carry out summary settlements in large unsettled 
desert areas of Jaisalmer and Sheo. It is desirable to 
proceed with caution in respect of any summary settle¬ 
ments in former fully settled areas. 

Thus revisional settlements now can be utilised only 
to minimise disparity but not completely to do away 
with it as expiring demands must also be kept in view. 

Non-availability of data presents as greater obstacle. 
The main sources from which the figures for commuta¬ 
tion prices are collected are:— 

(a) Shop-keepers’ books in selected villages. 

(b) Harvest figures for each assessment circle. 

(c) Harvest prices in Government Gazettes. 

(d) Prices obtained from big land-lords who kept 
proper accounts. 

(e) Prices obtained from markets. 

The results obtained from these, however, are not 
satisfactory. Most village shop-keepers do not deal in 
grain. The figures recorded by Tehsildars are of little 
value as they represent transactions between shop¬ 
keepers and consumers only and not between cultivators 
and shop-keepers. Prices in Mandies are fairly accurate 
but are available for short periods only and are often 
not continuous. To these difficulties has been added a 
whole decade of abnormalcy. The only method is to use 
all available information holding no one source as the 
sole criterion for judgment. 

The main tendency of tenancy and rent legislation is, 
as elsewhere, to do away with the intermediary between 
the tiller and the Government. It is aimed to end insecu¬ 
rity of tenure and liability to eviction, which should 
simultaneously act as incentives to improvement upon 
land. 

Another. statement, attached, gives -the disparity of 
rates district-wise. As already stated revision at present 
will only level down, the disparity to some extent only. 

Keeping in view that there is nothing on which the 
happiness of the people and stability of Government 
more depend than the manner in which revenue is 
assessed and collected. Government share at present can 
be taken only as a hypothetical variable demand to 
ensure a fair, equitable and, above all, a moderate 
assessment. 


As regards Jagirs, Government have already enacted 
"The Rajasthan Land Reforms and Resumption of 
Jagirs Act, 1952 (Act No. VI of 1952)”. This enactment 
provides for the resumption of Jagir lands, with the 
exception of Jagirs utilised for the maintenance of any 
place of religious worship or for the performance of 
religious service and such Jagirs whose income does 
not exceed Rs. 5,000 per annum. This Act also contains 
provisions for payment of compensation at ten times 
the net income of the Jagir to the Jagirdars in lieu of 
their Jagirs. 

Item No. 8. 

The Rajasthan Government have introduced a scheme 
of Co-operative Farming in the State as a result of which 
large areas of Bunjar land have been brought under 
cultivation. Adequate concessions have also been given 
to the Co-operative Farming Societies in the shape of 
remission of land revenue for the first two years grant 
of taccavi loans for purchase of mechanised equipments, 
supply of improved seeds, grant .of loans for purchase of 
livestock, etc. As a rsult of this concession large areas 
of culturable waste land have been brought under 
plough. 

Item No. 9. 

During the last year the famine conditions were acute 
in this State. The State of Rajasthan comprises of a 
vast area of 130,207 Sq. miles and a population of 
15,200,797 souls. The average population works out to 
117 souls per sq. mile which is the lowest in all Part 
A and B States (except Jammu and Kashmir). Poor 
communications, lack of adequate irrigation facilities, 
scanty rainfall and vulnerability to famine and frequent 
damage to crops by locust affect the economy of the 
State. A major portion of this State is dependant on 
the vagaries of rainfall for cultivation which is precari¬ 
ous and erratic specially towards the West which is 
a desert sector and constitutes three-fourth of the whole 
State. The rain-fall in this area is very deficient with 
an average of 5" to 15" a year. The sub-soil water is to 
be found at a depth of about 300 ft. and is generally 
brackish and unfit for cultivation. In consequence of 
rain-fall average 5 out of every 10 years are famine 
years. Unfortunately the last three years have been 
famine years in this State. This regular periodicity of 
famine not only entails heavy expenditure on the State 
on relief works but also reduces the State revenues on 
account of suspensions and remissions in revenues which 
are to be sanctioned by the Government. 

Item No. 10. 

Rules regarding grant of remissions and suspensions 
in cases of agricultural calamities have been framed in 
the year 1952. These rules have been drafted on modern 
progressive lines and are intended to give the maximum 
relief to the tenants and other agricultural classes at 
the times of the agricultural calamities. Prior to these 
rules, there was no uniform or systematic set of rules, 
in the various covenanting units. A scale of relief has 
been provided in these rules for grant of suspensions and 
remissions calculated on the actual basis of loss to the 


crops. These rules 

are working quite 

satisfactorily. 

The following figures will reveal the amount of remis¬ 
sions and suspensions granted during the year 1951-52 
(against demand). 

Division 

Remission 

Suspension 

i. Jaipur 

7 , 39 , 064 / 8/9 

2 , 67 , 834 /-/- 

a. Jodhpur 

. 

8 , 96 , 073 / 12 1 - 

3 . Bikaner 

4 , 01 , 984 / 2/5 

4 , 68 , 226 / 6/7 

4 . Kotah 

15 , 20 , 135 /-/- 

... 

5 . Udaipur 

I7.33.984/-/- 

1 , 28 , 087 /-/- 

Item No. 11. 




The main cesses levied in different parts of the Rajas¬ 
than State are— 

(1) Malba, 

( 2 ) Patwar Cess, 

(3) Local rate. 

Out of these cesses local rate is realised by the 
Revenue Staff and is made over to Local Bodies after 
deduction of collection charges. No cess is allocated to 
any specific project. 


Item No. 7. 


Item No. 12. 


As remarked above, the question of abolition 
Zamindari System has not so far been taken as thi 
u no acute Zaminadn problem facing the Governme 


The Agricultural land when converted into a non- 
agricultural use i.e., Abadi, etc. is exempted from pay¬ 
ment of land-revenue and suitable compensation is paid 
or land of equal value in exchange is given when such 
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a land is required for town improvement purposes, it 
is acquired by the Urban Improvement Department and 
suitable compensation is paid to-the land holders of 
that area. The classification of such land is also changed 
from Agricultural into Abadi. 

As regards the significance of receipt from non-agricul- 
tural assessment in relation to land revenue, the figures 
of receipts from such town improvement areas are not 
available. The Urban Improvement Department is under 
the Local Self-Government Department and figures 
might be available there. In the circumstances, no com¬ 
parison of these figures is possible. 

Every effort is being made by the Urban Improve¬ 
ment Department for bringing more areas, under the 
town improvement scheme and thus increasing receipts 
from this source. 

Item No. 13. 

The hierarchy of the Revenue Administration of this 
State is as below— 

(1) Patwaries. —They are the custodian of records 
for the upkeeping and maintenance of which 
they are responsible. The Patwaries are gene¬ 
rally appointed in a circle with an average of 
four and five villages. The Duty of patwaries 
is to serve and enrol the newly taken up land 
and to exclude the Revenue rollsland that have 
been relinquished. They maintain village re¬ 
cords of khatas and keep other land records 
up-to-date and also help in the collection of land 
revenue. The total number of Patwaries in 
Rajasthan is about 6,000. 


(4) Tehsildar. —He is in charge of a Tehsil and is 
responsible for the land record and revenue 
work in the Tehsil and allotment of lands. 

(5) Sub-Divisional Officers (Assistant Collectors ).— 
They are in general Administration of land 
Revenue land records and Revenue work in 
their respective sub-divisions. 

(6) Collectors.—They are in charge of Revenue 
Administration of the entire District. 

(7) Commissioner „—He is in charge of the Revenue 
Administration of the whole of the Division 
and controls and guides the Collector in proper 
management of land revenue administration. 

(8) Board of Revenue. —Board of Revenue is the 
highest appellate court in revenue matters. It 

also controls the land revenue administration 
in whole of the State and guides the Revenue 
Officers right from the Commissioner to the 
patwaries in the land revenue administration. 

(9) Government in the Revenue Department. —They 
are the final authority in the Revenue Adminis¬ 
tration who dictate policies and control the 
officers. 


Item No. 14. 

Appeals against an assessment order passed by the 
Assistant Settlement Officer or a Settlement Officer lie 
to the Settlement Commissioner. A revision of the Order 
of the Settlement Commissioner also lies in the Board 
of Revenue. 


(2) Inspectors of Land Records (Girdawar, Kanu- 
gos). —They are in charge of five to six patwar 
circles. Their duty is to supervise the work of 
the patwaries by making regular inspections 
of the crops and records maintained by the 
patwaries. 

(3) Naib Tehsildar.-— Over four or five Girdawars 
or Kanugos there is a Naib Tehsildar, whose 
function as Revenue Officer, is to administer 
land records and to see that no land escapes 
assessment and allot land up-to powers. 


Item No., 15. 

Due to famine conditions as already stated above 
huge arrears have accumulated in last years. The de¬ 
tails of the arrears are given below:— 


Year 

1952 - 53 . 

Item No. 16. 
Nil. 


Figures 

Rs. 1 , 32 , 10,589 


Statement showing the different periods of Survey operation in the different States of Rajasthan 


Name of State 


Smt. or year 
when original 
settlement was 
done 


Smt. or year 
when revision 
was done 


Smt. or year 
when revision 
is due 


Remat ks 


1 Dholpur 

2 Bharatpur 

3 Karauli 

4 Alwar 
g Jaipur 

6 Kishengarh 

7 Kotah 
8 * Tonk 
9 Bundi 

to Dungarpur 

11 Banswara 

12 Kushalgarh 

13 Shahpura 

14 Udaipur 

15 Partabgarh 

16 Sirohi 

17 Jodhpur 

18 Bikaner 

19 Jaisalmer 

20 Jhalawar 


S. 1968 ( 1911 ) 
S. 1954 ( 1897 ) 
S. 1966 ( 1909 ) 
1917-18 
1924 
>943 

S. 1964 ( 1907 ) 
1914 

>934-35 

1942 

1938 

X 

>9>5 

>92> 

S. 1983 ( 1925 ) 
•>944 
>943 

1895 

S. 1982 ( 1925 ) 
Not done 
S. 1962 ( 1905 ) 


Not done 
1982-85 ( 1925 ) 
Not Done 
>934-35 
>944 
>953 

S. 1984 ( 1927 ) 
>944 

Not done 


1988 

>945 

1986 

1945-46 

1964 

>973 

>947 

1964 

>954-55 


X 927-30 

1950-51 

Revision is being 

carried on 

S. 2004 ( 1947 ) 

2004 to 2009 

1952-53 

1972-73 

Not done 

1952 

>925 

S. 2009 

Not done 

2004 

S. 1983 ( 1926 ) 

Not carried 


26—2 T. F,. Com. 
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Slatment showing the Circle rates per acre districtwise 
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A Note on steps taken for the implementation of land 
reform legislation in Rajasthan 

The following legislative measures have so far been 
adopted by the Revenue Department, Rajasthan Govern¬ 
ment, to ameliorate the condition of the Agriculturists : 

1. The Rajasthan (Protection of Tenants) Ordinance, 
1949 (No. IX of 1949).—This Ordinance was promulgated 
with a view to put a check on the growing tendency 
of land holders to eject or dispossess tenants from their 
holdings and in the wider national interest of increas¬ 
ing the production of food grains. The Ordinance pro¬ 
vided for summary, reinstatement of those tenants who 
were in occupation of the holdings on or after 1-4-48. 
This Ordinance has, also, been subsequently amended 
to remove certain legal difficulties which obstructed its 
effective and smooth implementation. This enactment 
has greatly ameliorated the condition of the peasantry 
in Rajasthan. 

2. The Rajasthan Agriculture Rents Control Act, 1952 
(Avt No. XIV of 1952).—It aims to control the rack-rent¬ 
ing activities which are being indulged in deliberately 
by land holders in some parts of the State to the detri¬ 
ment of tenants by fixing twice the assessed Land 
Revenue as the maximum rent with the exception of 
the cases of agricultural lands situated in urban areas 
(having a population of 1500 or more) and of widows, 
minors, disabled persons and students below 21 years. 
The maximum rent in latter cases has been fixed as 
thrice the assessed land revenue. In addition to this, it 
provides for a summary machinery for conversion of pro¬ 
duce rents into cash rents, on the basis of prevailing 
assessed rates in adjoining settled villages. 

3. The Rajasthan Land Reforms and Resumption of 
Jagirs Act, 1952—(Act No. VI of 1952).—This enactment 
provides for the resumption of~ Jagir lands, with the 
exception of Jagirs utilised for the maintenance of any¬ 
place of religious worship or for the performance of 
religious service and such Jagirs whose income does 
not exceed Rs. 5,000. The Act also contains provisions 
for allotment of Khudkasht land to Jagirdars and 
other land reforms like grant of Khatedari rights to 
Jagir tenants. 

4. The Rajasthan Minor Irrigation Works Bill, 1952.— 
The Bill has been passed by the Assembly and has 
been submitted to the President for his assent. 

This Bill is designed to improve the condition of exist¬ 
ing tanks and other minor irrigation works which are 
expected to help in the increase production of food¬ 
stuffs. 


Prior to the passing of this Act there used to be dis¬ 
putes between the landlords and the tenants over the 
share of the crops with the result that the harvested 
crops used to be held up under orders of courts which 
resulted in deterioration and waste of food-grains. As 
there was no unified Law in respect of the share of the 
landlord in the crop great difficulty was experienced by 
the courts in determining the share of the landlord. 
By this enactment traditional share of the State (Land¬ 
lord) in the crops as laid down by Manu has been 
adopted. This share has been made the basis of the 
settlement operations in several parts of India. 

Besides the above legislation the following enactments 
are also under consideration of the State Government : 

1. The Rajasthan Land Summary Settlement Bill, 
1952.—This empowers the Government to undertake 
summary settlement and simplified process for the 
evolution for • provisional cash rents in unsettled areas 
as an interim measure in accordance with the sugges¬ 
tions of the Venkatachar Committee set up by the Gov¬ 
ernment of India in 1949 for enquiry into Jagir matters 
m Rajasthan and Madhya Bharat. It is anticipated 
that by this process all unsettled areas will be settled 
within a period of two years, and this will provide 
relief to the tenants of unsettled areas to a great extent. 
This Bill has been passed by the Legislative Assembly 
and will shortly become an Act. 

2 . The Rajasthan Tenancy Bill, 1952.—This will 
introduce uniform tenancy law for the whole State and 
will remove the diversity of conditions prevailing in 
different parts of Rajasthan in respect of land tenures 
and relations of tenant and landlords. It is an attempt 
to pave the path of agricultural progress in Rajasthan. 

2-A. The Rajasthan Land Revenue Bill. —As no 
Revenue Act for whole of Rajasthan has so far been 
enacted, Rajasthan Land Revenue Bill is being drafted 
to consolidate, unify and amend the law relating to 
land revenue, the powers and Jurisdiction of the 
Revenue Officers and other matters connected with the 
administration Of land in Rajasthan. 

3. The Rajasthan Holdings (Consolidation and Pre¬ 
vention of Fragmentation ) Bill, 1953.—This objects of 
this enactment are—(i) to undo the evils arising out 
of fragmentation of agricultural holding which has 
taken place on account of the operation of law of succes¬ 
sion for generation past, (ii) to have resort to the pro¬ 
cess of consolidation of holdings to enable the tenants 
to have a compact holding with a minimum or optimum 
size so as to constitute an economic holding, and (iii) 
to place a statutory restraint to such fragmentation in 
future. 


5. The Rajasthan Produce Rents Regulating (Amend¬ 
ment) Act, 1952.—This Act fixes a maximum limit of 
l/6th of the gross produce as the share of landlord for 
each harvest. The object of this enactment was to mini¬ 
mise disputes between the landlords and tenants in res¬ 
pect of rents payable in kind in the unsettled areas. 


This enactment empowers the Government to deter¬ 
mine, in notified areas, the size of optimum holdings 
and to prohibit the transfers and partitions which are 
likely to reduce the size of a holding. This Bill also 
makes provision for the enforcement of the schemes for 
consolidation of scattered holdings. 
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This enactment, it is anticipated would meet the 
greatest demand of the day in the field of agrarian 
reforms. 

4. The Rajasthan Bhoodan Yagna Bill, 1953.—The 
following are the main features of this enactment: 

(i) It seeks to remove the legal difficulties arid 
ensure the achievement of the object of the 
Bhoodan movement launched by Shri Acharya 
Vinoba Bhave, by affording certain facilities to 
the donors. 

(ii) It provides for appointment of a Committee 
consisting of 4 to 7 members nominated by 
Shri Acharya to be entrusted with the task of 
acquiring, administering and transferring the 
gifts of land made by the land-holders towards 
the movement. 

(iii) The State Government will not intefere with 
the_ affairs of the committee which will be 
required to function under this Act. 

(iv) All donations made hitherto shall be regularised 
in accordance with the provisions of this Act. 

(v) The donations could be made merely by inform¬ 
ing the Tehsildar concerned. 

The Bill would be introduced in the next session of 
the State Assembly which is likely to meet in Septem¬ 
ber or October 1953. It is hoped that this enactment 
would greatly help in the movement which has been 
launched by Shri Acharya in order to introduce the 
most important agrarian reform with regard to distri¬ 
bution of land amongst landless tenants by non-violent 
and peaceful means. 

5. The Rajasthan Land Acquisition Bill, 1951.—Only 
some of the covenanting states had legislation for 
the acquisition of land required for public purposes. 
In the absence of uniform land applicable to the whole 
of Rajasthan much difficulty was experienced in acqui¬ 
sition of land for roads, improvement of towns and for 
other purposes. This enactment i$ designed to consoli¬ 
date, unify and amend the law relating to compulsory 
acquisition of land in Rajasthan and determining the 
compensations to be made on account of such acquisi¬ 
tion. 

The Bill has been passed by the Assembly and has 
been submitted to the President of Indian Union for his 
assent. 


Section II—Replies to Questions 

Land Revenue and Land Cesses " 

Question No. 143. 

Land revenue policy should be based on periodical 
settlement. Without periodical settlements variations 
in soil fertility and agricultural productivity cannot be 
known accurately. 

Question No. 144. 

(i) The period of guarantee should be thirty years. 
There is considerable diversity of opinion as to whether 
the term of settlement should be long or short. There 
are some who advocate as short a period as ten years, 
while there are others who would like to see it extend¬ 
ed to no less than 99 years. The main argument of the 
advocates of short period is that it enable the State 
and the community to benefit by getting their share of 
unearned increments which general progress brings in 
a country of vast potential resources like India, and 
that, in the event of declining prices and rents it makes 
possible a lowering of the assessment and a speedy 
relief to agriculturists. But the arguments of the advo¬ 
cates of reasonably long periods of settlement are more 
powerful. They are—(i) less disturbance to the revenue 
payer; (ii) greater possibilities of improvements in 
land through a careful husbandry of resources, human 
and material; and (iii) absence of psychological fear of 
loss of benefit on account of higher assessments. So the 
period should be fairly long, i.e., thirty years. But 
because land revenue demands are to be linked up 
with prices, so a provision is to be made to introduce 
variations in rates whenever they are warranted by 
marked variations, in prices. The land revenue com¬ 
puted according to usual rules is to be laid down as 
the maximum, but it is not to be paid in full unless the 
general price level of the chief staple products of the 
district during the two preceding seasons is as high 
as the computed price level. If, however, the prices are 
lower, a proportionate remission is to be granted. This 
system was recently adopted in the Punjab and has 
proved to be successful. The period of thirty years is 
quite reasonable. It should not be varied even when the 
ryotwari tenure is introduced for the first time in a 
particular region or State. A general rule should be 


made that the term of settlement will not exceed thirty 
years except when a revision is, in the opinion of the 
Government, inexpedient. 

(ii) The fixed assessment is to be guaranteed for a 
particular group of classified and homogeneous land 
(which will include specific pieces of land), and not for 
any proprietary body. 

(iii) So far there has been no single system of clearly 
recognised and consistently applied maxims of assess¬ 
ment of land in India. The basic principles have differ¬ 
ed from State to State, and a large amount of discretion 
has been allowed to the Settlement Officers. The Taxa¬ 
tion Enquiry Committee had recommended that a uni¬ 
form basis of annual value should be adopted in every 
province, and that the function of the Settlement Officer 
should be confined to the determination of the annual 
value under such conditions as may be required by the 
special circumstances of such province. By annual value 
the Committee meant ‘the gross produce less cost of 
production, including the value of labour actually 
expended by the farmer and his family, and the return 
per enterprise’. Further they recommended that the rate 
of assessment was not to be high the proportion of the 
annual value to be taken was not to exceed twenty-five 
per cent excluding local rates. As there were many 
rates for different provinces, so they had recommended 
practical difficulties in the determination of standard 
a preliminary expert enquiry in each and every pro¬ 
vince for ascertaining the rate exacted. These recom¬ 
mendations should now be implemented and other 
fundamental matters connected with the process of 
settlement, such, as factors which are taken into con¬ 
sideration in forming groups of land, exemption of the 
increase in the value of land due to private improve¬ 
ments from increased assessment and the limits of 
enhancement up to thirty-five per cent, should be 
regulated by statute in every State. Further, land reve¬ 
nue ought to be levied in accordance with the well- 
known canons of fair and equitable taxation. This 
implies, firstly, that uneconomic holdings should either 
be exempt from taxation or should be assessed at very 
low rates, secondly, there should be introduced an ele¬ 
ment of progression, and thirdly there should be an 
elasticity about its burden as well as procedure in view 
of diverse climatic and price factors. The State Govern¬ 
ment should be empowered to adjust the assessment 
in accordance with the rise or fall in prices of agricul¬ 
tural products in suitable cases. Obviously there can¬ 
not be one standard rate for all the States. 

(iv) It would be feasible so to regulate assessment 
as to provide an incentive for larger agricultural pro¬ 
duction shifts in agricultural production, e.g., from cash 
crops to food crops and vice versa, and capital improve¬ 
ments to land. Such an incentive can be given by the 
grant of necessary abatements in land revenue. For 
example, it may be provided in the Act that any culti¬ 
vator, who digs a well, constructs farm buildings, pro¬ 
duces a crop br crops most needed by the nation, or 
effects increases in the yields of crops through the 
employment of modern scientific methods or the use of 
new and improved seeds and fertilisers will be entitled 
to a rebate of five per cent. Thus the desired aim will 
be achieved. 

(v) It would not be possible to provide for, payment 
in kind either partially or in full, because the procedure 
is very defective inasmuch as the exact amount of the 
produce and the quantum of payment cannot be exactly 
known. Moreover, it will lead to rack-renting of the cul¬ 
tivators by the collectors of the produce. 

(vi) The standard rate may be fixed at twenty-five 
per cent of the annual value, but even then there are 
bound to be some variations in the exact rate from State 
to State. 


Question No. 145. 

In addition to the preparation of a cadastral record 
(village map, fiscal record and the record of rights) and 
the determination of survey nujnber, the demarcation 
of boundaries and the classification of soil according its 
depth, texture, moisture-retaining capacity and physi¬ 
cal properties, should receive the special attention of 
the Settlement Officers. This is essential because the 
success of our carefully prepared agricultural plan will 
depend, to a great extent, on large holdings whieh 
should be subjected to a very reasonable assessment. 

Question No. 146. 

If • re-settlement cannot be undertaken for adminis¬ 
trative or other reasons, the State Government should 
adjust the assessment in accordance with the rise or 
fall in prices of agricultural .products. Ad-interim 
changes should, of-course be minimum. At the earliest 
possible time the settlement operations should be started. 
The sur-charge .should be imposed only on the highest 
levels of land revenue. 



Question No. 147. 

The present rates should continue up to the time of 
the next settlement. If, however, the rates are lower in 
a particular area, the assessment for purposes of agri¬ 
cultural income-tax should be more. In this way the dis¬ 
parity will be removed, 


Question No. 148. 

In those States where Zamindaries has been abolish¬ 
ed, the old basis of assessment should be allowed to 
continue up to a time of the next settlement. If, how¬ 
ever, the post-abolition assessment is less than that 
which is considered fair by the competent revenue 
authorities, the rate of agricultural income-tax should 
be proportionately increased. A provision to this effect 
should be made in the local Agricultural Income Tax 
Act. If, however. It is more, the necessary relief is to 
be granted. The undertaking of settlement at the earliest 
possible time is absolutely essential because, otherwise, 
land records of an accurate and authentic character 
cannot be prepared. This fact has also received the 
attention of the Planning Commission. They say: “As 
the information at present available concerning the 
ownership and cultivation of land is extremely incom¬ 
plete and defective, it is proposed that during 1953 all 
•States in India should co-operate in undertaking a 
special census of land holding and cultivation”. Similar¬ 
ly, the Government of Rajasthan have not been able to 
find out any better method. Therefore, the following 
provision has been made in the Rajasthan Land Reforms 
and Resumption of Jagirs Act, 1952 : The revenue pay¬ 
able by a Jagirdar in respect of his Jagir is to be based 
on the rental income of his lands which is to be deter¬ 
mined by the Collector. The land revenue payable by 
him in respect of his Jagir will then be calculated as 
follows(a) for the agricultural year 1951-52 an 
amount equal to the amount of tribute payable by him 
to the Government for that year; (b) for each of the 
succeeding five agricultural years, one-eighth of the ren¬ 
tal income or the amount of the tribute, whichever is 
greater; and (c) for the agricultural year 1957-58 and 
subsequent years, one-fourth of the rental income from 
the Jagir lands. At present there is a shortage of 
trained personnel. So necessary training should be 
imparted in survey and land revenue work to persons 
in the ministerial as well as lower and higher cadres 
of administrative services. 


Question No. 149. 

The cultivation of small and uneconomic holdings, 
which are very common in India entails waste in a 
variety of ways. It destroys enterprise and results in 
a great wastage of the cultivator’s time, energy, money 
and land. This has also been admitted by the Planning 
Commission because they say that smaller and unecono¬ 
mic holdings are at the root of many of the difficulties 
in the way of agricultural development. So the evil has 
to be removed. The best way of doing it is to encourage 
and assist the small and middle farmers to group 
themselves voluntarily into co-operative farming socie¬ 
ties. These societies should be required to pay standard 
rates, i.e., the basis of assessment should be the same 
in their case. But abatement should be granted to them 
in proportion to the increase in the yield of crops which 
they are able to effect over and above the average yield 
in their respective areas. In this way yields will increase 
through the employment of modern scientific methods 
of farming and the use 'of new and improved seeds as 
well as fertilisers and manure, and co-operative farm¬ 
ing will be encouraged in the country. There will be 
no administrative difficulties. The loss resulting from 
reductions in standard rates will be more than made up 
by the increase in yields of acres. Incidentally it will 
provide a good fillip to the Grow More Food Campaign 
of the country. 


Question No. 150. 

(i) There should be no change for some time to come, 
say ten years, in the policy in respect of alienation of 
land revenue in forms in which such alienation subsists 
and may continue to subsist (e.p. devasthan inams). 
Afterwards the distinction should be abolished by pay¬ 
ing compensation to alienee through the capitalisation 
of the alienated land revenue. 

(ii) There is a need for ad hoc concessions in land 
revenue on sale of land belonging to or at the disposal 
of Government. - They will provide incentives, to the 
development of land. If, however, Government land is 
transferred or sold to educational or charitable institu¬ 
tions, alienation of land revenue permissible in (i) 
above should be allowed to subsist. Co-operative socie¬ 
ties are to be treated in the ordinary way. In the case 
of Co-operative farming societies only abatement is to 
be granted, is mentioned in reply to Question No. 149. 


(iii) There should be greater elasticity in the policy 
in respect of suspensions and remissions of land revenue. 
For a long time to come unfavourable monsoons or 
other natural calamities such as floods or locust inva¬ 
sions will necessitate remissions or suspensions of land 
revenue. So the necessary relief ought to be provided 
as and when required. 


Question No. 151. 

The assessment of agricultural land in rural areas, 
used for non-agricultural purposes, should be in a 
different way. Classificatory schedules should be 
appended in the Tenancy Acts for regulating such 
assessments. For example, agricultural land used for 
residential purposes should be assessed with a slightly 
higher rate. Similar should be the case with land used 
for the production of processed or industrial goods. Big 
factories should be assessed with still higher rates. It 
should not, however, exceed ten times the agricultural 
assessment in any case. 

(ii) Such lands should be assessed either in accor¬ 
dance with rates fixed by local authorities or in accor¬ 
dance with the importance of the locality and proximity 
to developed areas. 

(iii) The scheduled land revenue rate or the urban 
local rate will apply. 


Question No. 152. 

The administrative system, in so far it is concerned 
with the collection of land revenue, is not adequate in 
some States, and there is a marked tendency to enlarge 
the functions of the revenue staff, especially at the 
village level, so as to include ‘development’ or ‘extension’ 
duties. The Revenue Department, in addition to its execu¬ 
tive functions like maintenance of law and order, mak¬ 
ing of arrangements for the smooth conduct of elections, 
etc., has to perform its administrative duties like col¬ 
lections of revenues, distribution of taccavi loans, exter¬ 
mination of swarms of locusts, suspension or remission 
of revenue in the event of total or partial failure of 
crop, etc. Further, they are saddled with ‘development’ 
and ‘extension’ responsibilities. Obviously the revenue 
staff employed in some States is not sufficient to cope 
with a large increase in the amount of their work, and 
there is a consequent fall in the efficiency of revenue 
collection and administration. More trained staff should 
be recruited. 


Question No. 153. 

In Rajasthan, there rs not such tendency. Informa¬ 
tion regarding other States is not available. So no opi¬ 
nion can be expressed in this connection. 


Question No. 154. 

(i) The basis of levy of land cess should be land 
revenue which, in turn, will be based on annual value. 

(ii) A reasonable degree of graduation should be in¬ 
troduced in the rates of land cess. 

(iii) (a) Land cesses should be placed within the pur¬ 
view of local bodies. 

(b) Yes, the cesses should be earmarked for speci¬ 
fic purposes more closely related to the rural tax-payer. 
Some of the purposes for which the cesses are to be 
earmarked are; spread of primary education, mainten¬ 
ance of roads, supply of drinking water, sanitation, etc. 
There should be one consolidated cess for all purposes. 

(iv) On account of the absence of factual data no 
opinion can be expressed. 


Question No. 155. 

(i) -The levy of betterment fee on all lands irrigated 
by Major Irrigation Projects constructed or to be con¬ 
structed after the close of the second World War is 
recommended. Necessary legislation in connection with 
the levy of this fee on profits after the formation of 
Rajasthan has already been passed by Rajasthan Assem¬ 
bly. 

(ii) An irrigation rate representing the cost of service 
rendered should be levied for all water supplied from 
Government irrigation works for irrigation or for other 
purposes. 

(iii) A compulsory cess is not necessary so far as 
Rajasthan is concerned. The climatic conditions here 
are- such that water stored by Government Irrigation 
Works is always utilised. 
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addition to the taxation mentioned in (i) and 
( 11 ) above, it is necessary to enhance the land revenue 
on dry lands to the figure imposed on wet land, when 
canal irrigation is introduced. This enhancement should 
be credited to the receipts of the Irrigation works con¬ 
cerned. 


Question No. 156. 

The betterment fee to be levied after construction on 
an irrigation work should not exceed half of the net 
value resulting from the introduction of irrigation. 

The betterment fee should be assessed and collected 
m the same manner as land revenue by the District 
Revenue Authorities. It should be chargeable on the 
entire commanded cultivated area in which irrigation 
would be provided by the project. Cultivators should 
be given the option of paying it in one lump sum or in 
half yearly instalments by the end of each ‘Fasal’. In 
the case of recoveries by instalments, suitable adjust¬ 
ments should be made for interest charges. 

Recovery of betterment fee should commence one 
year after the water is poured into a canal. Only one 
instalment should be collected per year so long as the 
irrigation is nonperenial. 

It is not thought proper or practicable to impose 
betterment levy on lands already benefitted by an 
existing irrigation work. 


The proceeds from the levy of betterment fee should 
ordinarily be credited to the project in order to reduce 
the sum at charge. If, in any case, a project is remunera¬ 
tive without such credit, the fee may be used for financ¬ 
ing other projects. 


Question No. 157. 

(i) Irrigation rate should be adequate charge for the 
water supplied. No additional levy other than that in¬ 
dicated in clauses (i) and (iv) of reply to question No. 
155, should be levied. 


(ii) The irrigation rate for any crop should be based 
on :— 

(a) Area irrigated, 

(b) Quantity of water required to mature the crop, 

(c) Market price of produce, 

(d) Cost of cultivation! 

(e) Type of irrigation-flow or lift. 

(f) Cost ‘of constructing and operating irrigation 
works, and 

(g) Cost of irrigation from other sources. 

(iii) Water rates should be reviewed after 5 years, 
or if any large change occurs in the conditions enumerat¬ 
ed in (ii) above. 

(iv) No concessional or incentive rates are recom¬ 
mended in Rajasthan. Conditions here are so dry that 
cultivators do not need any initiative to use water. 

Question No. 158. 

No compulsory cess is recommended for Rajasthan. 

Question No. 159. 

The principle governing the irrigation rates would 
apply to Minor Irrigation works or tubewells also. 
Betterment fee need not ordinarily be levied in the case 
of works having commanded area of less than 5,000 
acres. ■ 


Question No. 160. 

* ■» 

It would always be preferable to levy water rates 
separately from land revenue. It is inadvisable to com¬ 
bine the two. 


Question No. 161. 

There is no scope for the imposition of surcharge on 
irrigation rates for financing local projects. Such sur¬ 
charges should be levied only as a measure of provin¬ 
cial taxation and should not vary with type of holding. 
The crop values will have been allowed from different 
irrigation rates in the first instance. 



MEMORANDUM IV 

Notes on Individual Taxes 


The Rajasthan General Sales Tax Act 

The State of Rajasthan, as it is now, came into exis¬ 
tence on the 30th March, 1949, Prior to that, every 
covenanting State had its own laws Sr the imposition 
of local taxes. In none of them there was anything like 
tax on the sales of goods. The only impost of some pro¬ 
minence and productive of revenue to balance the 
State’s budgets were inter-State transit duties. There 
were, of-course, other minor levies. Tax on the transfer 
of properties, tax on the registration of marriages, Haq 
Malkana in Dholpur and Bab in Sirohi are few instances, 
but these hardly deserve any mention. 


On the formation of Rajasthan, the continuance of 
inter-State transit duties became, obviously, anomalous. 
This implied restrictions and limitations on the free 
flow of internal trade of the country which had united 
into one. This was constitutionally open to serious 
objections. The Government of India could not counten¬ 
ance to this state of affairs. Decision was. therefore, 
taken to replace these duties by Sales Tax as 
early as the year 1950. The matter was considered from 
time to time and some how or other deferred till an 
officer was requisitioned from the Government of India 
to draw a scheme to step-up the progress in the intro¬ 
duction of tax on the sales of goods. Proposals to pro¬ 
mote three bills, viz., 

1. The Rajasthan General Sales Tax Act, 

2. The Rajasthan Sales of Motor Spirit Taxation 
Act, and 

3. The Rajasthan Sales of Cement Taxation Act, 

were approved and set into motion.. All these bills are 
well under way. The Sales Tax Bill awaits the assent 
of the President and thereafter will be introduced in the 
earliest session of the State Assembly. 

The main features of the Rajasthan General Sales 
Tax Bill are : 


It has been modelled after the Hyderabad pattern 
with certain departures made therefrom to suit our 
State. This has been, obviously done, because there too 
Sales Tax was to replace inter-State transit duty. 

The Bill levies a tax on the sale of goods generally, 
except those specially exempted. The taxable quantum 
proposed is Rs. 7,500. The levy is multi-point. The 
general rate is Re. 0-0-3 per rupee. An additional tax 
at Re. 0-0-9 per rupee has been proposed to be levied 
on certain articles of luxury listed in Schedule II to the 
Bill (appended herewith). The Bill provides for exemp¬ 
tion from the levy of Sales Tax a large variety of goods 
vide Schedule I to the Bill (appended herewith). 


Since the impost of Sales Tax is to replace inter¬ 
state transit duties, the former would be imposed on 
those articles alone which would be excluded from the 
tariff of the latter, for otherwise, it would mean double 
taxation. Thus the proposal envisaged the simultaneous 
working of the inter-State transit duties as well as 
that of Sales Tax, but the tariff schedules have been 
so framed that a commodity would either suffer custom 
duty or Sales Tax. 

In fixing the scale of rates, an attempt has been made 
to so adjust them on certain selective goods as to 
equalise custom rates. This has been apparently done 
to protect the interests of revenue as in the substitution 
of custom duties by Sales Tax a loss of over rupees 
two crores is easily apprehended. Dead line to replace 
inter-State transit duties by Sales Tax completely has 
been fixed as the 31st of March 1955. 

All dealers, under the Act, are required to be register¬ 
ed and only in that case they are empowered to charge 
Sales tax, on the sales made by them. 

The definition of ‘sale’ has been fashioned on the line 
envisaged in Article 286 of the Constitution of India, 

Two appeals and a reference to the High Court have 
been provided. 

In the assessment and collection of tax, the procedure 
followed is identically similar with that laid down in 
the Hyderabad Act. 


SCHEDULE I 
[Section 2 (f)] 

Goods exempted from Sales Tax 

1. Cereal and pulses in all forms including bread and 
flour Atta, Maida, Suji and Bran (except when any 
such article is sold in sealed containers). 

2. Fresh fruits, vegetables, edible tuners, vegetable 
and flower seeds, bulbs and plants, excluding orchids 
(except (i) any medicine prepared from any one or 
more of such articles and (ii) when any such article is 
sold in sealed containers). 

3. Fresh milk, whole or separated and milk products 
excluding ghee, butter and sweetmeats. 

4. Meat, fish and eggs—(except when any such arti¬ 
cle is sold in sealed containers). 

5. Salt. 

6. Hand spun and hand woven khadi and yarn pro¬ 
duced by All India Spinners Association or by any other 
organisation or person certified by .it and sold exclusively 
by one class of dealer. 

7. Hand-looms. 

8. Fertilizers and manures, agricultural machinery 
and implements including parts of such machinery and 
implements. 

9. Cattle feeds. 

10. Books, Exercise books, slates, slatepencils and 
periodical journals. 

11. All goods on which duty is or may be levied under 
the Rajasthan Excise Act, 1950 (Act No. II of 1950), 
Indian Opium Act of 1878 and 1857 as applied to Rajas¬ 
than. 

12. Agricultural or horticultural produce grown by a 
dealer himself or grown on any land in which he has 
any interest whether as owner, usufructuary mortgage 
tenant or otherwise or poultry or dairy products from 
fowl or animals kept by him. 

13. Sugarcane. 


SCHEDULE II 
[Sections 3 (2) and 4 (2)] 

Goods on which additional tax at nine pies (Re. -/-/9) 
per rupee is leviable. 

1. (a) Motor vehicles including motor cars, motor 
taxi-cabs, motor cycles and cycle combinations, motor 
scooters, motorettes, motor omnibuses, motor vans and 
motor lorries. 

(b) ’ Chassis of motor vehicles. 

(c) Component parts of motor vehicles, articles (in¬ 
cluding rubber and other tyres and tubes and batteries) 
adapted for use as parts or accessories of motor vehicles. 

2. Refrigerators and air-conditioning plants. 

3. (a) Wireless reception instruments and apparatus 
and component parts thereof, including all electrical 
valves, accumulators, amplifiers and loud-speakers 
which are not specially designed for purposes other 
than wireless reception. 

(b) Radio Gramophones. 

4. Gramophones of every description, gramophone 
records and needles including accessories and the spare 
parts thereof. 

5. Cinematographic, photographic and other cameras 
projectors and enlargers, lenses and other parts and 
accessories of such cameras, projectors and enlargers, 
and films, plates, paper and cloth required for use 
therewith. 

6. Binoculars and opera glasses, telescopes etc. 

7. All electrical goods, instruments, apparatus and 
appliances including fans and lighting bulbs, electrical 
earthware and porcelain and all other accessories. 

8. All clocks, time pieces and watches and parts 
thereof. 

9. All articles made of gold and silver, real or imita¬ 
tion. 
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10. Jewellery, precious stones, unset precious . stones 
and stons and pearls, real and cultured, bangles, etc. 

11. Imitations of precious stones and pearls. 

12. Fire works, cracks and explosives, Arms and 
Ammunitions. 

13. All goods manufactured with or of sandalwood 
or ivory and wood. 

14. Plastic, celluloid and bakelite goods and goods 
made of similar substances. 

15. Sanitary fittings of every description. 

16. Manufactured articles of timber and bamboos, 
furniture cushious, tubular, iron and stefcl furniture of 
every description including safes and treasure chests 
and almirahs. 

17. Vacuum flasks of every description including hot- 
water, ice and food jars and ice boxes or containers. 

18. Musical instruments of every description including 
accessories and spare parts of every description, 

19. Tiles used for decoration purposes. 

20. Cigarette and cigar cases, cigarette pipes and 
lighter, cigarette paper, hubbies and bubbles etc. 

21. Gold or silver gota, lace and salma sitara. 

22. Articles of every description manufactured from 
foreign electroplate, nickle, German-silver or stainless 
steel. 

23. All articles of out-door and in-door games, fishing, 
hunting etc. 

24. All articles of Hosiery, table cloth, linen etc., 

cotton, woollen and silk. 

\ 

25. Oil-cloth, tracing cloth, Tarpaulin, canvas, rubber 
and all articles made thereof. 

26. Caps, hats, umbrellas, walking sticks, etc. 

27. All articles of toilet, shaving, perfumery, scents, 
almond, Rangoon oil, Rose oil, Olive oil, and all kinds 
of hair and scented oils and soaps, powders, cakes, 
pastes, combs, brushes, etc. Antimony, kum kum, pumic 
stoves, JCewara and Rose waters etc., and all other 
cosmetics. 

28. Musk, Amber and Saffron. 

29. All chemicals, gases, disinefectants and acids etc. 

30. All articles made of all kinds of metals, iron, 
brass, alluminium etc., and enamel wares. 

31. Machinery of all kinds and their spare parts, 
stoves, hearths, scales, measures etc., excluding that 
specified under item 8 in Schedule I to this Act. 

32. Barometer, Thermometers, rain gauges and all 
scientific instruments. 

33. Crockery and cutlery, knives, scissors etc., earthen 
wares, glass, marbles, beeds, empty bottles etc. 

34. Candles, lamps, lanterns, chandliers, globes. 

35. Photos, albums, frames, stiffed enamels, images, 
statues of all kinds of wall papers. 

36. AH articles of cement. 

37. Tents, chholdaries, Travelling requisites. 

38. Saddlery, harness, whips, sawari gear. 

39. Tongas, Bugghies, Ekkas, Rath, Palanquins Rick¬ 
shaws and cycle etc. 

40. Toys of all kinds. 

41. Buttons, tie pins, etc. 

42. Foot wear of all kinds. 

43. Dyes, seals, locks and sealing wax etc. 

44. Dyes colours, paints of all kinds including indigo, 
varnishes, metal polishes and polishes of all kinds and 
puddings for filling cracks. 

45. Foreign and country made sweets. 

46. Marbles of all kinds and articles made thereof. 

47. Stationery articles. 

Taxes on the sale or purchase of Goods and 
on advertisements 

Question No. 125. 

(i) Extending Sales Tax to ‘services’ classified in (a), 
(b) and <c), may not be desirable or eyen feasible. To 
do so would be to levy tax on ‘labour’ and not on 'goods 


thereby stultifying not only the essence and pith, but 
the label of the expression ‘tax on the sale of goods’ 
as noted under Entry 48 of List II of the Seventh Sche¬ 
dule of the Government of India Act, 1935. 

Sales Tax is a tax on persons in respect of their tran¬ 
sactions of sale of goods what a printer sells in deliver¬ 
ing printed goods on the paper supplied by the customer, 
is the intelligible effect or the outcome of work done 
on it with his tools and ink. Similar is the position 
with a goldsmith who applies skill—an abstract object 
on the gold supplied by his clients. In the case of a 
hotel keeper, the meal served contained inseparable 
element of services rendered to the visitors. In all these 
cases there is nothing perceptible that has been sold. 
To treat all this as a part of the taxable turnover would 
be, to reduce the meaning and purpose of ‘tax on the 
sale of goods’ to absurdity. 

If the intention be to assess such ‘services’ to Sales 
Tax, perhaps the matter may not rest with only chang¬ 
ing the preamble of the Act, but 'separate sections as 
supplementary to the Sales Tax Act might be required 
to be added. 

Administratively, it may be possible to find basis to 
frame assessments in such cases i.e., sale of goods plus 
workmanship, but there would be a substantial.element 
of arbitrariness. 

It is extremely difficult to divine the additional 
revenue likely to be derived by the State of Rajasthan 
by extending Sales Tax to ‘Services’. 

(ii) Subjecting to Sales Tax transactions of sale or 
purchase in Stock-exchanges and Future markets is 
highly recommended in the modern business activities 
such transactions play a prominent role. They run in¬ 
to thousands every day in Stock-exchanges and Cham¬ 
bers. To leave them un-touched or un-tapped might be 
an unwise fiscal policy. There are, however, legal hurdles 
and hitches which are required to be overcome. Vide 
section 4 of the Indian Sale of Goods Act, there is a 
marked distinction between ‘agreement to sell and 
a ‘sale’. An agreement to sell is an executory contract- 
pure and simple, no property passes under it, while sale 
is an executed contract, viz., contract plus conveyance. 
Hence where actual delivery is not contemplated to be 
made, it would be wrong to hold that forward contracts 
constituted sales within the meaning of Entry 48 of the 
State Legislature list. It would be an agreement to sell 
a contract simplicitor. There is of-course no difficulty 
in drawing into the ambit of Sales Tax forward con¬ 
tracts where actual delivery or appropriation takes 
place. This would be a case of completed sale. 

The other disputable point is of extending the scope 
of tax to transactions in cbmmodities, the delivery of 
which is contracted to be made in other States. 

If these two legal issuep could be solved satisfactorily 
the administrative issues are easy to be tackled. The 
tax can be caught at the source in the hands of the 
stock exchanges and chambers and recovered at the 
rate of per unit on each transactions. 

The suitable rates of tax on the turnover of a dealer 
in respect of transactions of forward contracts may be 
proposed as under:— 

Silver—3 annas per unit of 700 tolas or part there¬ 
of. 

Gold—4 annas per unit of 10 tolas or part thereof. 

Sugar—12 annas per unit of 25 bags ( 68 i mds.) or 
part thereof. 

Q ur —4 annas per unit of 100 mds. or part thereof. 

Bardana —8 annas per unit of 5 bales (2,000 bags) 
or part thereof. 

Oats—3 annas per unit of 100 bags (150 mds.) or 
part thereof. 

Shellac—2 annas per unit of 25 mds. or part there¬ 
of. 

‘Jasta’, copper, brass or other base metals—4 annas 
per unit of 25 mds. or part thereof. 

Grains and seeds other than oats—4 annas per unit 
of 200 mds. or part thereof. 

^.ny other Goods —6 annas per unit of Rs. 1,000 in 
value. 


Question No. 126. 

The Union Government has the power to levy a tax 
on sales of newspapers and on advertisements under 
Entry 90 of List I of the Seventh Sechedule. A levy on 
both of them is recommended, 



The impost on newspapers satisfies all the well-known 
canons of taxation, namely, ‘canon of ability’, ‘canon of 
of certainty’, ‘canon of convenience’ and ‘canon of eco¬ 
nomy’. The buyers are generally those who have 
enough above basis essentials. Newspapers of some 
repute are generally sold for 2 annas or above per 
paper. To add a pice more would constitute no burden 
to the readers, nor would affect the quantum of sales. 
The increase in the selling price of paper has least 
affected the demand. 

Newspapers selling at two annas per paper or above 
may be subjected to a levy of three pies per paper at 
single point basis. Those below it may be accorded 
complete immunity for two reasons, firstly to avoid 
burdening them till they have attained popularity and 
steady market. Secondly the recovery of tax is fraught 
with some difficulties in such cases. This would apply 
both to newspapers, periodical journals and magazines. 

The papers are generally sold by newspaper agents 
through whom recovery could be easily made. The rea¬ 
lisation would be still easier through the concerns 
themselves. As the tax is ultimately to be shifted to 
the consumers, there is no question of burdening them. 
The tax levied is to be at Single Point basis. 

Cess or levy on advertisements, except in cases noted 
below, do not merit or call for any exemption at all— 

(a) matrimonial advertisements in newspapers, and 

(b) advertisements on leaflets and by other similar 
means on a poor scale. 

The levy would be economical and convenient in 
realisation. The concerns owning newspapers could 
easily add 6i% the rate which is recommended to the 
charges recoverable from their constituents. The tax 
would thus be caught at the source. Nor it is consider¬ 
ed for a moment that this petty addition of tax will deter 
the business units desiring periodical notoriety to ask 
for a space in newspapers for advertisement of their 
goods. 

The tax yield is likely to be fairly appreciable as 
advertisement in papers has become a common mode of 
popularising one’s goods. 

It would not be desirable, and perhaps difficult ati- 
ministratively, to tax advertisements other than those 
appearing in newspapers. The machinery required to 
be set up might be too costly as compared to the 
expected yield. 

The incidence and burden would fall upon those who 
deserved least or who on 'the other hand, might need 
some encouragement to let their petty enterprises stand 
on foot and be remunerative. 

Exemption to matrimonial advertisements is more on 
sentimental grounds than on any points of taxation 
principles. 

This would, obviously, be a single point tax. There 
is no material to base any estimate of additional revenue 
they would be collected by a levy on sale of newspapers 
and advertisements in them. 


To substitute or replace Sales Tax by increase or 
extension of excise duties, or of terminal tax, or of 
custom duty, would be to stultify the pith and substance 
of Sales Tax and is to create a conflict in respect of 
powers, sphere and jurisdiction of Central and State 
Governments. 


Sales Tax is a tax (a) on transactions of sales, (b) 
on persons carrying on the business of selling, viz., 
dealers, and (c) on goods subjected to sales. In short, 
it is a tax on persons in respect of their transactions of 
sales of goods. Excise duty is essentially a duty on the 
manufacturers or producers in respect of the goods 
locally manufactured or produced by them. Sales tax 
is an impost on the occasion of sales while excise is 
a duty on commodities of domestic manufacture either 
at the stage of manufacture or before sale to consumers. 
Federal excises are properly classed as high rate levy 
exactly opposite to custom duties for they are in land 
imposition. The character of custom duty and terminal 
tax is identically similar in all its essentials. BojJ* are 
impositions on goods on entry—in the case of former 
within the Municipal limits from outside its boundary, 
in that of latter from abroad. They are both indirect 
taxes while Sales Tax is generally a direct one. It 
would thus appear that the true nature and character 
of other three impositions, viz., excise, custom and ter¬ 
minal. is clearly distinct from that of Sales Tax which, 
therefore, is meant to serve a specific purpose in the 
tax structure of the country. 


Duty of excise on tobacco and other goods manufac¬ 
tured or produced in India is under Item 45 of the 
Federal List and falls within the purview of the Central 
Government. So is the case with regard to custom 
which impost is levied on the entry of goods , into the 
country from abroad and is covered under Entry 83 of 
List I of the Seventh Schedule of the Constitution of 
India. Octroi or terminal tax is a municipal impost 
identical in its essentials with the custom duty, except 
for the fact that it is imposed on the entry of goods in¬ 
to its ( municipal) limits from outside its boundaries. 
Sales Tax comes under Item 48 of the Provincial List. 
The State Legislature is vested with exclusive authority 
to legislate in regard to it. 

Broadly speaking, direct taxation is prerogative of the 
States while indirect that of the Dominion. These are 
broad principles of distinction and it is not desirable 
that there should be any over-lapping of legislation, 
sphere and jurisdiction. 

Question No. .128. 

(a) In big concerns and business units, accounts 
department of their establishment is generally complete 
in all respects. The practice of issuing cash memos with 
them is in vogue since long. In their ease, there could 
be thus no addition to the operating cost to keep 
accounts to meet the requirements of the Sales Tax 
Department. The difficulty arises in the case of small 
shop-keepers and petty retailers who are not adept to 
maintain such accounts. Generally where Sales Tax 
Act has been brought into force, even such petty shop¬ 
keepers have learnt to their own benefit to maintain 
some sort of data. The quantum of their business 
spares for them ample time to acquire the necessary 
training. 

In cases where cash memos are not issued, the dealer 
dpes fail, unless of-eourse prevented by some other 
forces, competition being one, to deduct Sales Tax from 
the individual sales. The determination of demand of 
Sales Tax will, of course, take place on the basis of 
aggregate sales for any specific period. 

(b) Promotion of separate legislation for the levy 
of tax on the manufacture of sugar and cement on the 
occasion of sales so as to distinguish it from excise levy 
is highly recommended. The absence of diversity in 
quality is mainly responsible for making this selection. 

Statistics are not available obviously because Sales 
Tax has not been imposed in the State of Rajasthan as 
yet. 

Separate piece of legislation for Motor Spirit Tax 
provides levy per imperial gallon, while charge of Sales 
Tax is according to price, which is likely to vary. In 
the administration of tax on the sales of Motor Spirit, 
the sphere of local authority for licensing and Central 
Government comes in. Hence it is desirable to have a 
separhte legislation for it. The case of cement is under 
consideration. 


Question No. 129 (1) and (2) 

Broadly speaking, the systems followed in the levy 
of Sales Tax are mainly two. namely:— 

(a) Single-point, and 

(b) Multi-point. 

Under (a) above, the rate of tax is high and is collect¬ 
able on the sales made to consumers or to unregistered 
dealers. To assess the levy at one stage, registration of 
dealers is necessary. A sale from a registered dealer 
to another registered dealer is held exempt from tax. 

Its draw-backs are as follows : 

Single-point system. 

(a) Consumer’s point of view .—The levy is at the last 
stage to the consumers; hence the incidence is very 
high, not only because of the heavy rate of tax at 
single point basis, but also due to the addition of mar¬ 
gin of profits, however, small, made in changing hands 
of goods from one registered dealer to the other. The 
sale price is also increased by transport and other inci¬ 
dental expenses. 

(b) Merchant’s point of view .—In an application for 
registration, the dealer has to specify the goods that he 
intended to trade in. He is thus barred from dealing in 
other varieties. This artificial barrier in the progress of 
trade obviously meant an obstacle to free commerce. 
Then, the operating cost is fairly heavy two sets of 
accounts, one meant to show transactions of sales to 
the unregistered dealers and consumers, and the other 
to registered one, have to be maintained. To keep lists 
of dealers and the commodities dealt with by them is 
another task to he undertaken by them. 
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(c) Industry and trade point of view.—The volume of 
trade is not affected significantly under either of the 
two systems. Sales Taxes are primary taxations on 
consumption and consumption tax does not directly 
affect production and investment. 

(d) Government’s point of view. —The speed pf assess¬ 
ment work is generally slow and if stepped up indis¬ 
creetly, might lead to inefficiency and thereby loss of 
revenue. Accounts of all the dealers through whom a 
particular commodity has passed have to be minutely 
examined and scrutinised to ensure that it has not been 
taxed twice from a producer to a consumer Then much 
labour and time is required to cross-check these transac¬ 
tions between dealers spread, in some cases, over a large 
area. All this neded costly administrative machinery 
thus making the tax most uneconomical. Further, there 
is a scope for evasion which is its greatest drawback. 
Dealers are known to quote fictitious and wrong regis¬ 
tration numbers to purchase goods free of tax. Since the 
rate of tax is high, loss of revenue is evidently appreci¬ 
able. 

Multi-point system— 

(a) Consumer’s point of view. —The rate of tax being 
comparatively low, the incidence of tax is not heavy on 
the consumers. Under force of competition, the dealers, 
not unoften, surrender Sales Tax out of their margin 
of profits in the sales to the benefit of the consumers. 
The latter also stands to gain by contacting the whole¬ 
sale dealers direct. 

(b) Merchants’ point of view. —This being a turnover 
levy, the amount of tax, after allowing for the exempted 
goods, is quite easy to be ascertained. Further, the 
trader is not required to maintain any elaborate 
accounts. The operating cost is thus comparatively less. 
The harassment complained of in the examination’ of 
accounts under single point basis of tax is as well mini¬ 
mised to a great extent. The Return and statements to 
be submitted are quite limited—tax being levied at 
every stage at a low rate. 

(c) Trade and industry point of view. —Sales Tax is 
primarily a tax which is shifted to the consumers and 
as a tax on consumption, it does' not directly burden 
either production or investment. 

(d) Government point of view. —The machinery 
required to administer the tax under this method is 
comparatively economical. Audit verification is normally 
easy. Too many cross-checking of transactions is not 
needed and hence the speed of assessment work is 
tolerably good with better efficiency. Its greatest advan¬ 
tage is that the evasion of tax is much less. A sale 
might escape levy at one stage, but it is likely to be 
caught at the subsequent one so that there is not a 
total loss as in the case of single point, but a fraction 
thereof. 

From the above synopsis of both the systems of taxa¬ 
tion the conclusion will distinctly emerge that the 
Multi Point System should fare better. Its outstanding 
features and advantages are— 

(1) Less evasion—no risk of total loss; 

(2) Elimination of middle men and intermediaries 
which is the anchor sheet of its proponent 
argument; 

(3) Less operating cost; 

(4) Less costly in administration; 

(5) As the rate is low, the effect is very favourable 
on business volume, production and invest¬ 
ment. 

The reason why it is opposed by the traders is that 
it discourages middle-men. 

The combination of the two methods—Selective Sales 
Tax on a few articles at Single Point basis and Gene¬ 
ral Sales Tax on Multi Point basis on others is recom¬ 
mended. In the first category should come articles 
which do not change too many hands before ultimately 
passing to the consumers and are comparatively high 
priced. The most important tax in this category is a 
tax on motor vehicles and lubricants, but other luxury 
goods, radios, etc., could also be included, therein. The 
articles to be comprised in this category should be 
limited in number, high priced and falling Within the 
needs of upper class. 

Question No. 129 (3). 

(i) In the levy of Sales Tax greater burden is not im¬ 
posed on the consumers than is accounted for by the pro¬ 
ceeds of the tax. The view that Sales Tax is fully shifted 
to the consumers can only be accepted as a statement of 
tendency. No doubt, mostly sales taxes are borne by the 
consumers but the universality of the shifting process, 
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often implicit in the discussion of the incidence, is 
wholly unwarranted. There are factors which make this 
shifting extremely difficult at least long protracted. 
Force of competition is one. Impelled by it, a dealer, 
to maintain the trade, foregoes Sales Tax out of his 
margin. Elasticity of demand is the other. In some 
cases, it would be extremely inadvisable to enhance the 
selling price by the addition of tax, because of the effect 
on volume of trade. 

(ii) The best solution to make the administration of 
tax less burdensome to the dealers and less costly to the 
Government, would be to inculcate amongst the former 
a sense of honesty so that no elaborate system of 
accounts may be required of them to vouchsafe the 
veracity of their sales, and a sense of judicious approach 
on the part of the latter to prevent them from becoming 
over jealous of revenue in utter disregard of equity. 
Harassment is caused where the former in the course of 
assessment proceedings starts with the presumption that 
the latter had adopted all sorts of nefarious devices to 
suppress their sale and he (assessing authority) must 
pursue every means to unearth them. And in case of 
his inability to do so tangibly, he starts working on 
assumptions. Doubts and suspicions are allowed to do 
the duty of a proof. To avoid such a contingency, the 
traders have to be armed fully to meet and answer 
every objection of the assessing authority. To do so, 
comprehensive accounts are obviously called for. In 
their absence, assessments are likely to be wanton and 
capricious. 

No amount of simplification of accounts can provide 
an efficacious panacea for all these ills except the crea¬ 
tion and development of mutual trust between the 
assessees and the assessing authorities. 

(iii) No. as stated above, Sales taxes have very minor 
influence on retail volume of trade, still minor is their 
effect on production and business expansion. Nor Sales 
Tax has tended to eliminate partly or wholly inter¬ 
mediaries in any trade for the obvious reason that the 
purchases of the consumers are generally petty and they 
seldom bother to contact the wholesalers direct. 

The shifting of the business locations or their Head 
offices due to the imposition of Sales Tax may have 
takn place in Bombay, obviously for the reasons that the 
effect of Multi-Point tax there may not have been very 
favourable to the trade as goods have tendency to 
change number of hands before reaching the actual 
consumers. 

(iv) As hereinbefore stated, the scope of evasion in 
the case of Single Point system is fairly appreciable, 
but comparatively less in that of Multi-Point. In the 
former system, the common method employed is that 
of quoting false or fictitious registration numbers to 
get the goods free of tax. It is is to counter-act this 
device that the administrative machinery needs to be 
fully equipped and armed. Financial implications are 
obvious. Leakage implies loss to the exchequer. 

No satisfactory reply to this questionnaire can be 
rendered as the Sales Tax Bill in the State of Rajasthan 
is yet on the anvil. 

Qustion No. 130. 

(i) In the combination of Single Point and Multi-Point 
basis of taxation recommended above, higher rates of 
tax on selective or special goods are necessarily called 
for since the impost is to be levied at Single Point basis. 
The basic principles and guiding factors influencing the 
selection of such articles should be— 

(a) high price; 

(b) commodities that do not change hands too often 
before ultimately passing on to the consumers; 
and 

(c) articles of luxuries. 

.The instances of such commodities are— 

(1) Motor vehicles including motor bicycles, etc., 

(2) Refrigerators and air-conditioning plants, 

(3) Wireless instruments, 

(4) Radio gramaphones, 

(5) photographic goods, and 

(6) Goods of similar varieties. 

(ii) Gold and silver and Satta transactions. —Gold and 
silver are high priced articles. Sales Tax calculated at 
certain percentage of selling price would work out to 
a fairly heavy sum to be seriously felt by the eonsu- 

-mers and if under certain circumstances—force of 
competition being one—it is to be borne by the dealers, 
it will wipe off completely their margin of profit which, 
in such commodities is generally very thin. 





In the case of Futures Markets, since the transactions 
involve heavy amounts in terms of money, tax, if cal¬ 
culated at certain percentage, might work out a colossal 
sum more than enough to swallow the profit, if made 
any, and in case of loss, it might be too heavy a burden 
that could be borne at all. 

(iii) Goods which are absolute necessity of poor men 
should be exempt so as not to burden them and there¬ 
by reducing their purchasing power. Such goods have 
been declared as essential under the Essential Goods 
(Declaration and Regulation of Tax on Sale and Pur¬ 
chase) Act, 1952. But the following are recommended 
to be lifted from the tariff of ‘Essential Goods’: 

(1) Dried fruits, 

(2) Ghee—whether pure or dehydrogenated oils, 

(3) All cloth woven on hand looms, coarse and 
medium cloth made in mills or woven on hand- 
looms, 

(4) Motor Spirit, and, 

(5) Iron and Steel. 

The background for allowing immunity to these com¬ 
modities, is that these constituted poor men needs. If 
other considerations may have influenced, as in the 
case of motor spirit, to grant exemption, those should 
not carry much weight in the face of pressing needs of 
the States for funds in the context of huge develop¬ 
ment schemes in hand either as a part of the Five Year 
Plan or others undertaken by. them on their own initia¬ 
tive. 

The reason for excluding few articles from the exemp¬ 
ted tariff of Essential Goods, is that they remain no 
longer exclusively the requirements of poor people. 
Ghee, dried fruits, etc. are now virtually luxury goods. 
Very costly cloths are woven on handlooms and these 
have been thus <shifted to the category of rich men 
needs. 

Supplementary .—Since the Sales Tax is not in opera¬ 
tion in this State as yet, no suitable reply to this query 
can be given. 

Question No. 131. 

Complete uniformity in regard to the system, rate 
and exemptions of Sales Tax amongst the different 
States is' recommended. Where variation is called for— 
and in some cases it would, no doubt, be quite necessary 
due to variant economic conditions and other circum¬ 
stances in respect of all these matters, the issue might 
be referred to the Centre for their examination and 
decision. To this extent laxity in the uniformity is 
desirable. 

The Sales Tax might be lifted from the province of 
State Legislature and included in that of the Union. 
The income might be pooled and redistributed on the 
basis followed in the case of Income-Tax. To all extents 
and purposes, the sharing of income-tax proceeds 
amongst the various States obeys some principle found¬ 
ed on the economic conditions of each State. The same 
formula if applied for the allocation of Sales Tax yield, 
might not work out any inequity between the States. 
Even if it does slightly, the corresponding advantage in 
economy of administration, removal of legal difficulties 
and freedom of trade—unfettered by any artificial 
barriers—would far outweigh it. 

The Centre is, obviously, in a position to bring it 
about. The desired amount of agreement might be 
difficult to be attained amongst the States. 

Question No. 132. 

Complete uniformity does not exist in regard to 
exemptions in favour of goods essential for the life of 
the community but to the desirable extent there is. 
There are certain States which accord no immunity to 
these commodities. There are others which are continu¬ 
ing to levy tax on them on the plea that they exercise 
this right prior to coming into force of the Essential 
Goods Act, 1952 and that they would not forego it now 
in the interest of their State Revenue. The States which 
are promoting this bill now, are of course, abstaining 
from bringing these commodities within the purview of 
Sales Tax. 

The principle for deciding the exemptions to be made 
under clause (3) of Article 286 of the Constitution, 
broadly speaking, should be that articles which are the 
bare necessity of poor class should be completely 
excluded. 

Certain articles on the principle laid down above 
should be selected and all the States without any excep¬ 
tion should be asked to accord complete exemption to 


them. In the selection of these articles, views of all the 
States should be ascertained and decision arrived at 
with the consensus of opinion, which should be strictly 
enforced to secure complete uniformity. 

Supplementary .—In the absence of any relevant data 
which is not available as the Sales Tax Act has not 
come into force it is difficult to render any suitable 
reply. 

Question No. 133. 

(a) Country-wide flutter has been created amongst 
the business community, by the recent judgment of the 
Supreme Court on the question of Inter-State Sales Tax 
under Article 286 of the Constitution. This has created 
particular difficulties to the merchants in exporting 
States as they will be required to pay tax on the goods 
exported by them for consumption in other States. They 
will also be required to get themselves registered in all 
those States where their goods are exported for ^con¬ 
sumption and render them their accounts of such sales— 
thus carrying with them books of accounts, vouchers, 
cash memos, etc. This might be an impracticable pro¬ 
position. The merchants will as well be required to 
study Sales Tax Acts of each State; otherwise they may 
become, at any time, liable to penalty for any act of 
omission or commission- in respect of any provision of 
the Act of other States, unknowingly or. inadvertently.. 

The solutions to the difficulties brought about by the 
interpretation of the Supreme Court, suggested are: 

(1) Article 286 of the Constitution might be so 
redrafted and interpreted that if a dealer of 
‘Y’ State orders goods from a dealer in ‘X’ 
State, the whole transaction of sale of ‘X’ State 
and that of purchase of ‘Y’ State should be 
deemed as tax-free since both the transactions 
pertain to the Inter-State trade. 

Or, 

(2) Every assessing authority should collect taxes 
from dealers carrying on business both within 
his jurisdiction and also outside it. In the 
latter case, he may remit the tax so collected 
to the Government of the State concerned. This 
of course, postulates uniformity in the rate of 
tax all over in India, at least in respect of 
particular goods. 

(b) In view of the difficulties created by the interpre¬ 
tation of Article 286 (I), a Purchase Tax becomes neces¬ 
sary in the case of States exporting goods to the con¬ 
suming States, while the latter States will impost Sales 
Tax. 

The Act proposed to be introduced in the State of 
Rajasthan nowhere provided Purchase Tax. 

Question No. 134. 

The States with higher rates of tax obviously drive 
away purchasers to the one where the incidence of 
rate is lighter. This, no doubt, is certain to happen in 
the case of sales to the trade. Petty consumers do grum¬ 
ble when buying goods at higher prices than thosp pre¬ 
vailing in the neighbouring State, but nevertheless they 
do so as it would not pay them to go to the States of 
lighter tax in view of the quantum of their require¬ 
ments being very limited. 

This does take place in either of the two systems 
Single Point or Multi Point—though the tendency is 
greater in the case of the former. The solution is unifor¬ 
mity in rates and procedure which can be best attained 
if the Central Government should themselves levy a 
uniform Sales Tax throughout the country treating 
Sales Tax as a Central subject and rateably allocate to 
the respective States such collection on the basis of 
population or on an analogy of the Income-Tax collected 
as a Central Subject. 

This question does not arise in this State as yet. 

SALES TAX (SELECTIVE) 

The Rajasthan Sales of Motor Spirit Taxation Act, 1953. 

This Act has been framed mainly after the Punjab 
model and is under correspondence with the States 
Ministry for seeking assent of the President. It has 
been passed by the State Assembly. 

Hitherto, a levy of Re. 0-4-0 per Imp. gallon was im¬ 
posed on the import of motor spirit as Inter-State tran¬ 
sit duty. This was proposed to be substituted by Sales 
Tax on the occasion of sale at Rs. 0-6-0 per Imp. gallon. 
The States Ministry, however, has taken objection to 
this scale of tax. The matter, therefore, has been again 
represented to it and a reply is awaited. The tax is 
levied on the retail and on the basis of volume. It is 
assessed in the hands of retail dealers and collected from 
them. 
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The Act provides tor compulsory licensing of retail 
dealers and prohibits sale of petrol by any others—gave 
them. 


The tax due on the sales of the preceding month is to 
b e paid in the following one and the procedure for re- 
covery of the arrears is on the basis of land revenue. 

Provision has been made in the Act for maintenance 
and inspection of accounts. 

This impost will be a part of the Sales Tax Adminis¬ 
tration. The authority to issue licences is designed to 
vest with the Collectors of the districts. The levy and 
•collection of tax will, however, rest with the Sales Tax 
Department. 

There are sanguine hopes that the Act will shortly be 
introduced after settling the matter under dispute with 
the States Ministry in regard to few points. 


The Rajasthan Sales of Cement Taxation Act. 

Cement is presently subject to a levy of Re. 0-2-0 per 
Md. as an Inter-State transit duty—that manufactured 
in the State of Rajasthan enjoys complete immunity from 
any impost or charge. It was considered that this sort 
of preferential treatment might have some justification 
in the old constitutional set-up of the States, but none, 
whatsoever, in the present one. Local manufacturers 
apparently suffer under no special disability or handicap 
as compared with producers in other States to merit 
any special protection. In view of these facts, it was 
proposed to promote separate legislation for imposing 
a cess on the sale of cement produced and manufactured 
in the State of Rajasthan. 


The Bill with the Statement of Objects and Reasons 
stated above was submitted to the States Ministry. It 
has been approved by them with certain modifications. 
These are being examined. The bill will be finalised 
shortly and put-up before the earliest sessions of the 
legislature. 


Pre-merger and post-merger Systems 

(1) Country Liquors .—In all the covenanting units of 
Rajasthan Madras system with fixed prices was in force 
except in a few cases where it was partly contract sys¬ 
tem and partly Madras system. In Jaipur State the mar¬ 
gin of profit between the issue price and sale price was 
auctioned to select the licensees. In Jodhpur State, there 
was surcharge system for selecting the licensees. In for¬ 
mer Rajasthan except in Pratapgarh and Jhalawar, the 
shops were let out on commission basis. In Bikaner 
State, the shops were licensed on guarantee system. In 
Alwar and Pratapgarh States, the contractors were both 
the suppliers and the distributors and in Alwar - and 
Karauli, a fixed annual sum was paid for this arrange¬ 
ment. 

After the formation of Rajasthan, there is Madras 
system for purposes of supply and for retail sales, 
licenses are given on auction. 

(2 ) 'Foreign and Indian Made Foreign Liquor. —For 
Indian Made Foreign Liquor and Foreign Liquors, 
there was generally a license fee excepting in Bikaner 
where auctions were held for such licenses also. After 
the formation of Rajasthan, these licenses are being 
given on vend fee system. 

(3) Opium .—The convenanting States followed the 
same system in case of licenses for opium and hemp 
drugs as was done for country liquor. After the forma¬ 
tion of Rajasthan, the licenses for retail sales are given 
by auction. 

For all kinds of excisable commodities, selling rates 
have been fixed and the margin of profit between the 
issue price and the retail sale price is auctioned and 
the licenses are given to the highest bidder. Foreign 
liquor shops are licensed on vend fee system subject to 
the fixed license fee on different classes of licenses. 

The strength of country liquor and the varieties to 
be issued for retail sale have also been fixed. A state¬ 
ment is attached to show the existing prices and the 
strength of country liquor. 


The Bill contemplated the levy of cess equal to the 
amount of custom duty on the sale of cement manu¬ 
factured in the State of Rajasthan. The definition of 
‘sale’ has been so framed as to warrant levy on trans¬ 
fer of property in cement including a transfer of pro¬ 
perty in cement involved in the execution of a works 
contract. 

The administration of this levy rests with the Sales 
Tax Department under the Commissioner of Sales Tax. 

The collection of Tax has been monthly arranged in 
the Bill. The dealers will deposit in the local treasury 
the amount of tax calculated by them on the sales of 
cement shown in the statements to be regularly filed 
by them on the close of every month. The recovery of 
unpaid tax is to be made as an arear of land revenue. 


Rates of Levy 

A statement is attached to show the duty that is 
levied on excisable commodities. The rates of duty pre¬ 
vious to the formation of Rajasthan were different in 
different convenanting units but after the formation of 
Rajasthan, unified rates of duty have been enforced. For 
all excisable commodities, there is a fixed selling price. 
Some changes were made in the rate of Ganja and also 
in country liquor. The rates of Ganja were Rs. 180 per 
seer and they were later on reduced to Rs. 100 per seer. 
The rates of country liquor were increased by Rs. 3 per 
gallon from 1st April, 1952-53,. but there is no idea to 
increase the rates further looking to the local economic 
conditions of the people. Before the rates were increas¬ 
ed, the consumption was about 8 lac L.P. gallons but 
after the introduction of the increased rates, the con¬ 
sumption has come down to 6 lac L. P. gallons. 


The Bill provides appeal, revision and reference to The reduction in the rates of Ganja had the effect 

the High Court. There is a section for penalties as well. that the sale did not go down. 


STATE EXCISES 
Section I— Factual Background 
Excisable commodities 

The Excise Department in Rajasthan deals with the 
following commodities:— 

(1) Liquor, 

(2) Opium, 

(3) Ganja, and 

(4) Bhang. 

The revenue is realised from the duty levied and the 
licence fees realised from the manufacture, supply and 
sale of above commodities. 

Legal Sanction 

After the formation of Rajasthan, the following Acts 
were promulgated and are in force : 

(1) The Rajasthan Excise Act of 1950 (Act No. II 
of 1950), 

(2) The Indian Opium Act of 1878 has been applied 
mutatis mutandis, 

(3) The Indian Dangerous Drugs Act of 1930 is also 
applicable mutatis mutandis, 

(4) The Indian Opium Smoking Act of 1950 is 
applicable mutatis mutandis. 


As far as opium is concerned, the Government of 
Rajasthan is following the directions of the Narcotics 
Commission and have agreed to the stopping of oral con¬ 
sumption by the year I960. Every year a cut of about 
10% is being made in the quota of opium. The result 
is that the Government of Rajasthan is losing in opium 
sales alone by about 10 lacs of rupees per year and 
ultimately the loss to the Government revenue will be 
about 80 lacs of rupees per year. 


There is a combined department of Customs and 
Excise in Rajasthan. There is no separate organisation 
tor Excise alone and it is very difficult to demarcate the 
expnditure on Excise and Customs. The department 
has a Commissioner with Divisional Deputy Commis¬ 
sioners and Assistant Commissioners at District level. 
The Inspectorate staff is in charge of the tehsils gene¬ 
rally called circles. The assessment as well as the collec¬ 
tion work is done by the Government departmental 
officials. As regards appeals and revisions, excise cases 
are generally sent to the court unless these are the 
cases of the nature of defaultation against the terms of 
licenses which are termed as minor excise cases. From 
the decisions of the first class Magistrates who try all 
excise cases, ther is the usual channel of appeal as pro¬ 
vided in the law. 

Cost of administration.—As already mentioned above,, 
there is no separate organisation for excise alone but 
it is a combined department for the control and admmis-i 
tration of Customs and Excise and the total collection 
charges come to about 8 - 5% of the revenue and the prof 
portion of income of Customs and Excise is about 3 / 5 th 
in customs and 2/5th in excise and therefore, expendi- 
ture on excise can be calculated at that very percentage^ 
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The Government duty on excisable articles is not a 
direct tax but the duty is recovered from the licence 
holders and the commodity is sold at fixed price to 
the consumers and threfore, there is no difficulty from 
the point of recovery of duty. It has already been point¬ 
ed above that the selling prices of excisable commodities 
are comparatively high and are not in consonance with 
the general economic conditions of the masses who are 
the consumers of these commodities. 

Trend of receipts, etc .—The revenue under head 
excise is more in the winter season than in the rainy 
seaspn which is a slump period from the point of view 
of the excise revenue. In some areas, it is also more 
during the summer season. In rainy season, firstly 
there is difficulty of communication, secondly people 
are more busy in their cultivation and that is 
the season when they have no enough money and there¬ 
fore, in that season, the income is less. 

Arrears, etc .—The licence fee in certain cases remain 
in arrear and this is attempted to be recovered through 
the departmental agency first but in case any difficulty 
arises, recovery is made through the Collectors under 
the Rajasthan Recovery Act. Generally the arrears are 
not more than 5% of the total demand on account 
of licence fee. 


Policy 

Liquor .—The Government has no intention to intro¬ 
duce prohibition and the policy with regard to liquor 
is to ensure maximum possible revenue with minimum 
of sale subject to the paying capacity of the consumers 
so that they may not take to illicit distillation and more 
injurious intoxicants. In consonance with this policy, the 
Government raised the price of country liquor in 1952- 
53 but there is no further scope of rise in the prices for 
sometime to come. The increased rate has affected the 
consumption. The concessions that were enjoyed by the 
Jagirdars of the States have been withdrawn and the 
compensation that was paid to the Jagirdars for the 
sale of excisable commodities within their areas has 
also been stopped. 

Opium .—As regards opium, the policy laid down by 
the International Narcotics Commission and the com¬ 
mitments made by the Government of India is followed. 
The oral consumption of opium will be stopped by the 
year 1960. and every year there is a cut in the quota of 
10% in the quota of opium supplied to the State. 

Hemp Drugs .—The cultivation of hemp drugs is con¬ 
trolled and these are sold through the Government 
licence-holders. The maximum selling rates have been 
fixed for these commodities. 


Retail price, issue price, cost price and duty of various excisable Commodities. 


Commodities 


Retail price 

Issue Price 

Cost price 


Duty 

Remarks 

I 



2 

3 


4 


5 

6 




Rs. 

Rs. 


Rs. 


Rs. 


I. Opium 

• 

360 

per seer 

330 per seer 

5 ° 

per seer 

280 

per seer 


a. Ganja «. 

. 

IOO 

do. 

85 do. 

10 

do. 

75 

do. 


3. Bhang 

. 

200 

per maund 

180 per maund 

30 

per maund 

150 

per maund 


4. Plain 35 U. P. . 

. 

18 

per Bulk Gin. 

16 per Bulk Gin. 

4 

per Bulk Gin. 

12 

per Bulk Gin. 


5. Orange 25 U. P. ' . 

• 

24 

do. 

ai/12 do. 

5 

do. 

16/12 do. 


6. Rose ao U. P. 

• 

27 

do. 

24/8 do. 

5 

do. 

19 

do. 


7. Kesar Kasturi 5 U. P. 

* 

36 

do. 

32/8 do. 

12/8 do. 

20 

do. 


8. Jagmohan 10 O. P. 

• 

60 

do. 

56 do. 

31 

do. 

25 

do. 


9. 60 U. P. for Hilly area 
Udaipur. 

in 

6 

do. 

5/4 JJM-g 

1/12 do. 

3/8/- do. 



Section II—Replies to questions 
Question No. 135. 


(3) particularly in Rajasthan where a recent amal¬ 
gamation of various convenanting States has 
been made. 


(A) In regard to State excise duties and the revenue 
therefrom, have you any comments or suggestions to 
make— 

(i) on features of importance connected with the 
system of levy of these duties in different States, 
or 

(ii) on policies involving various degrees of relin- 
quishment in certain States of the revenue from 
these duties ? 

Should there, in this context, be uniformity between 
different States? If so, in what particulars and to what 
extent? 

(B) Is there proper co-ordination between the levy of 
Central excise on medicinal and toilet preparations con¬ 
taining alcohol etc. and of State excise on alcoholic 
liquors? If not, what steps would you suggest to ensure 
adequate co-ordination? 

With regard to Question (A) (ii), Rajasthan has not 
taken any step to relinquish any part of these duties by 
introducing prohibition except that under instructions 
from the Government of India the oral consumption of 
opium has to be stopped with effect from 1960 and this 
is going to effect our revenue gradually to the extent 
of Rs. 90 lakhs in the long run. 

It is not possible to have any uniformity between the 
, States with regard to the policy of levying the duties in 
\different States on account of the peculiar conditions 

ipf- 

(1) difference in standard of living and the pur¬ 
chasing power of the people; 

(2) geographical position; and 


In other States of India, there are no fixed prices of 
excisable commodities while in Rajasthan, selling rates 
have been fixed. The licences in other States as well as 
in Rajasthan are given after auction but the difference 
in new system is that in Rajasthan there i?' a fixed mar¬ 
gin of profit which is put to auction, while in other 
States, there is no fixed margin of profit and the retailers 
can sell their commodities at any price which they find 
suitable. In some of the States, there is a maximum 
selling price also. It is always better to have fixed sell¬ 
ing price because it avoids unnecessary keen competi¬ 
tion amongst Government licence-holders and it does 
not give impetus to sale of illicit commodities. There 
can be no uniform price throughout the country. The 
prices have to be fixed according to the local conditions 
of the area concerned and therefore, this point of the 
fixation of prices which is connected with the levy of 
duty should be left to individual States. 

AS regards relinquishment of revenue from these 
duties, it may be pointed out that in matters of prohi¬ 
bition, the experience of the States have been different. 
The reports published regarding prohibition by the 
Special Committee appointed by the States of Bombay 
and Madhya Pradesh give two different opinions based 
on certain dates. This question is also connected with 
the financial position ci the States and the general 
conditions prevailing therein and therefore, in our view, 
this should also be left to the discretion of the indivi¬ 
dual States. As far as Rajasthan is concerend, there is 
no idea to introduce prohibition. 

As for opium, the general policy of the Central Gov¬ 
ernment has been accepted by all the States and is 
being followed. As far as Dangerous Drugs are con¬ 
cerned, the Indian Act has ben made applicable to all 
these States and therefore, the general policy is being 
followed and no change is required. 
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As regards the levy of duty on medicinal and toilet 
preparations, it may be pointed out that the question 
has been examined by Experts Committee and the recom¬ 
mendations contained therein are such which suit the 
conditions of all the States and they should be imple¬ 
mented. 


AGRICULTURAL INCOME-TAX 
The Rajasthan Agricultural Income-tax Act. 

It was in the year 1951 that the Rajasthan Govern¬ 
ment decided to introduce Agricultural Income-tax. 
This source of revenue was left, so far, as untapped, 
while other States had long since exploited it. Keeping 
this in view and also the urgency of finance in the con¬ 
text of development schemes, the proposal was finalised 
to promote legislation to introduce this tax. 

The preliminary spade work required to enact the 
necessary legislation and promulgate the rules and 
regulations thereunder was taken in hand by the Addi¬ 
tional Chief Secretary and a decision was also taken to 
appoint a Special Officer to organise the machinery for 
collection and explaining to the public the implications 
of the proposed legislation. A Bill was drafted and was 
submitted to the States Ministry for their necessary 
comments and to secure the assent of the President. 
All these formalities were completely gone through in 
short space of time and the Bill was introduced in the 
State Assembly in their autumn session of 1952. A Select 
Committee with some of the leading Jagirdars as mem¬ 
bers whom this tax was likely to affect most, was 
appointed. The Bill was discussed thread bar in a num¬ 
ber of sittings by the said Committee till it emerged 
in a final shape to come up for consideration before 
the Assembly in the autumn session of 1953. With cer¬ 
tain modifications in the orginal drafting, it was passed 
in that session to come into force from 1-4-1953, but 
its operational part was designed to function from 
1-4-1954 in other words, the assessment work was to 
begin from that date on the income of the previous 
financial year which was defined in the Act exactly on 
the lines of the Indian Income-tax Act. 

The main features of the Act are— 

The Act imposes tax on the lands situated in the 
State of Rajasthan. According to the Act, agricultural 
income-tax has been defined as— 

(i) rent, revenue or other due derived from or on 
account of land used for agricultural purposes, 

;«) income derived from or on accofmt of such land 
by agriculture or by the sale by a cultivator or 
receiver of rent etc., in kind of the produced 
raised or received by him or by the performance 
by him of any process to render such produce fit 
to be taken to the market, and 

(iii) income derived from any building held for any 
of the aforesaid purposes. 

Incomes from lands situated outside the State or from 
lands held under trusts or other obligation wholly for 
religious or charitable purposes was excluded. The defi¬ 
nition of ‘religious & Charitable purposes’ was based 
on the lines laid down in the Indian Income-tax Act. 

The Tax is proposed to be charged on the total agri¬ 
cultural income of the ‘previous year’ as defined in the 
Indian Income-tax Act, exceeding Rs. 6,000 at the rates 
specified in Part I of the Schedule to the Act for the 
financial year 1953-54, reproduced below 

Rates of Agricultural Income-tax 

On the first Rs. a,ooo of total income Nil. 

On the next Rs. 3,000 of total income Six pies' in the rupee. 

On the next Rs. 5,000 of total income One anna in the rupee. 

On the next Rs. 5,<oo of total income One anna and nine 

pies in the rupee. 

On the balance of total income . . Two annas and four pies 

in the rupee. 

The income taken for assessment purpose is net one, 
i.e., arrived at after deducting from the gross receipts 
such allowances as are permissible under the Act. 

As mentioned above, rates for the first yeat are set- 
out in the Schedule to the Act. For the future, it is 
proposed to embody such rates each year in the Annual 
Finance Act, obviously to enable the State Government 
to adjust the same with the budget of the State. The 
operation of the Act has thus to set in motion by the 
passing of the Annual Finance Act which fixes the rate 
applicable to the various groups of agricultural income. 


The special feature of the Act is that a person owning 
60 acres of irrigated land or 180 acres of un-irrigated 
land is not required to file his return of total income. 

The rates follow the slab system and are so designed 
that they increase with the successive slabs of total 
agricultural income. 

The Act contains specific provision for the assessment 
of Hindu Undivided Families, tenants in common, 
guardians, trustees firms, associations, companies etc. 

Important exemptions from assessment and a provi¬ 
sion for marginal assessment have also been made. 

The mode of assssment provided in the Act is identical, 
in all its essentials, as laid down for assessment under 
the Indian Income-tax Act. 


All the important features of the Income-tax Act of 
the general nature including those relating to refunds 
etc have been set out in the Agricultural Income-tax 
Act, Rajasthan. 


Assessment is provided to be made by the Agricultural 
Income-Tax Officers and any person objecting thereto 
may bring a first appeal to the Assistant Commissioner 
and the second one to the Appellate Tribunal. 


Provision is also made for the exercise of revisional 
powers in certain matters by the Commissioner and for 
reference by the Commissioner or the Appellate Tribu¬ 
nal of specified cases in specified circumstances and in 
specified manner to the Rajasthan High Court. The 
reference to the High Court only lies on point or points 
of law. Such references are to be heard by a Bench of 
not less than two Judges and appeals may be taken 
from the judgment of tire High Court to the Supreme 
Court. 

The Bill also provides for the levy of Super Tax in 
the same manner on the agricultural incomes of the 
previous year exceeding Rs. 30,000. The rates of super¬ 
tax for the first year are set out in the Schedule to the 
Act and are as under:— 

Rates of Super-tax 

On the first Rs. 30,000 of total in- Nil. 
come. 

On the next Rs. 10,000 of total in- One anna in the rupee, 
come. ' 

On the next Rs. 10,000 of total in- One and a half annas in 
come. the rupee. 

On the next Rs. 1 0,000 of total in- Two annas in the rupee, 
come. 

On the next Rs. 10,000 of total in- Two and half annas in 
come. the rupee. 


On the next Rs. 10,000 of total in- Three annas in the rupee, 
come. 

On the next Rs. 15,000 of total in- Three and half annas 
come. in the rupee. 


On the next Rs. 15,000 of total in- Four aAnas in the rupee, 
come. 

On the next Rs. 15,000 of total in- Four andhalf annas in 
come. the rupee. 


On the next Rs. 30,000 of total in- Five annas in the rupee, 
come. 

On the balance of total income • Five and a quarter anna* 

in the rupee. 

The administration of the Act rests with the Sales 
Tax Commissioner. The proper organisation to adminis¬ 
ter it has not been yet set-up as the actual operation 
of the Act is to come into force from 1-4-1954. 


The State expected a substantial sum of Rs. 15 lakhs 
as revenue from the levy of this tax, but this figure is 
to be accepted with extreme caution. There are no large- 
scale or co-operative farmings in the State conducted 
by mechanised methods. The tax is to be essentially on 
the Jagirs of the Jagirdars which will be sufficiently 
wiped off with the resumption of Jagirs. 

The forecast of revenue is also likely to be modified 
by the fixation of comparatively higher exemption limit 
and liberal allowances to the Hindu Undivided Families 
in their assessments. 
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AGRICULTURAL INCOME TAX 

Any substantial increase in the yield of revenue from 
Agricultural Income-tax can only be effected at the 
cost of land reforms. At present, the yield is not appre¬ 
ciable in any of the- States obviously because large 
scale farming is practically unknown every where. Vir¬ 
tually it is to be a tax on either Jagirdars i.e., on per¬ 
sons enjoying income from assignments of land revenue 
as in the case of State of Rajasthan, or on big land 
owners who do not cultivate Land themselves, but give 
it to the tenants either for consideration of some fixed 
amount in cash or in terms of some proportion of pro¬ 
ceeds, The case of U. P. is an instance. If the policy 
of the Government be to treat the tillers of the lands as 
their de facto owners or restrict the quantity of land 
that an agriculturist can own, revenue yield from agri¬ 
cultural Income-Tax is bound to go further down. To 
increase it the following courses, in my opinion, suggest 
themselves : 

(1) Consolidation of Holdings.—This might increase 
the produce of the land and thereby its income so as to 
add to the number of those having income above the 
taxable limit under the Agricultural Income-tax Act. 

(2) Encouragement of Co-operative farming.: —This 
would both augment the produce of the land due to the 
adoption of mechanised farming and also increase the 
income of the land to bring it within the taxable ambit. 

(3) Large scale farming. —In certain cases this needed 
encouragement in the interest of increase in the produce 
as agricultural machinery, on a large scale will only 
be applied in case of extensive farming. There will also 
be saving of labour. 


in respect of each kind of crop per Bighd and to allow 
expenses worked out at a certain percentage of the 
gross income. 

The settlement Department, to determine land revenue, 
maintains proper data of the gross income of each crop 
per Bigha and the expenses of cultivation, harvesting 
and preparation for market. This data can be profitably 
made use of in providing material for framing assess¬ 
ments. ... 

(ii) The method of averaging income over a number 
of years for framing assessment is not favoured. The 
provision in the Act, on the lines of section 24 of the 
Indian Income-Tax Act i.e. relating to carry forward 
losses for a certain number of years, should do well. 

(iii) Rates of depreciation in respect of— 

(1) Live Stock, 

(2) implements and carts, 

(3) means of Irrigation, and 

(4) buildings, 

are prescribed in Agricultural Income Tax Acts of each 
State. The method of determination of the allowable 
amount of depreciation is mostly the written down 
basis. The prime cost will have to- be proved by the 
assessee by some authentic proof or else it will have 
to be estimated. 

Question No. 142. 

The following rates—both for Agricultural Income- 
Tax and Super Tax are suggested. 


(4) Taking income from non-agricultural sources for 
rate purposes. —Since it is quite rational and consistent 
with the cannon of ‘ability to pay’, no injustice will be 
involved in taxing the agricultural income at the rate 
applicable to the total income of an agriculturist which 
meant inclusion of income from non-agricultural sources 
for rate purposes. 


Rates of Agricultural Income Tax 
On the first Rs. 2,000 of total income Nil. 

On the next Rs. 3,000 of total income Six pies in the Rupee. 
On the next Rs. 5,000 of total income One anna in the rupee. 


The Rajasthan Agricultural Income-Tax Act was 
passed in the autumn session of the State Assembly in 
April, 1953, but its operational part is to come into 
force in April, 1954, when assessment work will com¬ 
mence. Large or mechanised agricultural farming is not 
generally followed in this State. Holdings are compara¬ 
tively small cultivated by primative methods by tenants 
who own allegiance .to the Jagirdars. The question of 
resumption of Jagirs is under the active consideration 
of the Governments. As soon as Jagirs are resumed, 
the quantum of revenue from Agricultural Income-Tax 
might be reduced to a nominal figure. 


Question No. 140. 

Co-relation between agricultural and non-agricultural 
income is desirable only to the extent that income from 
the latter source might be taken for rate purposes. 
Amalgamation of the two incomes for assessment to 
tax would be dangerous to the cause of agriculture. 
There is a noticeable tendency now on the part of the 
business classes to turn to agriculture partly as business 
proposition, partly on account of patriotism due to the 
cry of shortage of food, and partly as a hobby. If their 
agricultural income, whatever it may be, is' lumped to¬ 
gether with their business profits, probably all the 
above causes combined together, which presently are 
making them (business classes) inclined towards agri¬ 
culture, will not prove effective. They might, on the 
other hand become averse to it. 

The other corelation that is recommended to be esta¬ 
blished is in regard to the administration in the interest 
of economy. Administration of Income-Tax and Agricul¬ 
tural Income-Tax might be combined together. Agri¬ 
cultural Income-Tax Act is virtually modelled on the 


On the next Rs. 5,000 of total income One anna and nine pies 

in the rupee. 

On the the balance of total income Two annas, and four pies 

in the rupee. 

Rates of Super Tax 

On the first Rs. 30,000 of total in- Nil. 
come. 

On the next Rs. 10,000 of total in- Two annas in the 
come. 

On the next Rs. 30,000 of total in- Two annas and six pies 
come. in the rupee. 

On the next Rs. 30,000 of total in- Three annas and six pies 
come. in the rupee. 

On the next Rs. 5,0000 of total in- Four annas in the Rupee, 
come. 

On the balance of total income • Four annas and six pies 

in the rupee. 

The idea of having uniform rates in all the States in 
India is welcomed. There is nothing to warrant the 
adoption of different* rates in different States. The 
exemption limit in the State of Rajasthan is Rs. 6,000 
but it is obviously too highly pitched. Rs. 3,000 should 
fall in conformity with most of the States. 

STAMPS AND REGISTRATION 


Income-Tax pattern. The Income-Tax Officers appointed 
for the administration of Income-Tax Act might also be 
entrusted with the assessment and collection of Agricul¬ 
tural Income-Tax. The revenue realised might be cre¬ 
dited to the State after deducting certain amount for 
expenses. This might improve the efficiency and also 
effect economy in the administration of the Agricultural 
Income-Tax Act. 


The Department dealing with ‘Stamps’ and ‘Registra¬ 
tion’, is under the control of the Inspector General of 
Registration and Stamps, who is also Sales Tax Com¬ 
missioner. He is assisted in the case of the former 
(Registration) by five Inspectors entertained for inspec¬ 
tion work (of course, both relating to Stamps & Regis¬ 
tration) and in that of latter (Stamps) by the Treasury 
Officers (ex-officio). ! 


No suitable reply can be rendered to 140 (b). Nor 
anything useful could be said about the financial impli¬ 
cation of any of the alternatives suggested as the agricul¬ 
tural Income-Tax is not in practical operation in this 
State: 

Question No. 141. 


The Treasury Officers—24 in number—are in the cus¬ 
todian for the purchase, storage and sale of stamps. The 
number of Depots for the purposes in the entire State is 
5, located at the Divisional towns. Sale is carried on in 
some places by wholetime salaried clerks and in others 
on commission basis. 


(i) The agriculturists are not adapt in the method 
of keeping proper accounts. It will take time for them 
to do so. The only way to frame assessment would be 
to determine their gross income of the basis of yield 


During the pre-merger days, each intergrating State 
had its own stamp Act based, of course, on the Indian 
Stamp Act, 1892. On the formation of Rajasthan, the 
different Stamp Acts prevailing in the different States 
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were repealed and the Indian Stamp Act, 1892, was 
adapted in Rajasthan by the Rajasthan Stamp Law 
(Adaptation) Act, 1952. So far as rules and other rele¬ 
vant procedure is concerned, status quo is maintained 
in the different constituent States. It is now recently 
that all this has been unified and a manual in the shape 
of Stamp Manual has been compiled applicable to the 
entire State. 


Comparative figures of income & expenditure in 
terms of lakhs of rupees are set out below: — 


Year 

Income 

Expendi¬ 

ture 

Remarks 

195 » 5 1 

43'35 

i .08 

Actuals. 

1951-52 

47 ' 3 2 

0-93 

Actuals. 

1952-53 

53 '°° 

1.30 

Rev. Estimates. 

> 953*54 

54-00 

1.42 

Budget Estimates. 

1954-55 

55 '°° 

>•45 

Forecast. 

1955-56 

55 ’00 

>•45 

Forecast. 


Legislation for the unification of the different rates 
of stamp duties (other than Court fee stamps) in force 
in the integrating units of Rajasthan was promoted in 
1951-52 and the new Schedule brought into force from 
the 15th May, 1952. 

The Unified rates are in parity either with those 
prevailing in the former Jaipur State or in the Punjab. 


A comparison has been set out in the Annexure I of 
those rates with those in force in Uttar Pradesh, Bom¬ 
bay, Madhyq Pradesh and the Punjab. Broadly speak¬ 
ing, the rates of conveyances to deeds relating to 
exchange of property, gift, mortgage, partition, recon¬ 
veyancing of mortgaged property and transfer lease 
follow exactly the Punjab scales and are little higher 
than those in other States. 

This stepping up of the rates accounts for sharp rise 
in income in the year 1952-53. 

The rates of stamp duties for bonds (which apply to 
leases and trusts) as in force in the State of Rajasthan 
are somewhat lower than those in force in the Punjab 
(vide annexure II). Proposal is well under way to step 
them up to the Punjab level. A bill has been put up for 
the consideration of the Assembly in their next session. 
The likely yield is expected to be nearabout two lacs. 
This is reflected in the forecast as indicated above. 

Now that the Estate Duty Act, has been passed and 
brought on th Statute Book, we might expect some rise in 
income under this head due to the execution of large 
number of documents of gifts, endowments and trusts. 

The expenditures are kept at the irreducible minimum. 
There are 6 clerks and 6 packers and peons only. The 
work is mainly carried on by the Treasury Officers as 
an ancillary to their own without any additional remu¬ 
neration. The balance of the amount related to the pay¬ 
ment of commission on the sale of stamps. To reduce 
this sum, proposal is being actively considered for reduc¬ 
tion in commission on the sale of judicial stamps. Even 
including the payment of commission on the sale of 
stamps, the expense ratio is 1:6. 

It may be noted that variations shown in the expen¬ 
diture from year to year are due to variations in sales 
causing variations in the amount of commission paid. 


Comparative Statement of rates for (A) Bonds, Leases and Trust Deeds and (B) Conveyances, Exchange of Property, G\fl Mortgage, Deed, Partition, 

Reconveyancing Mortgage Property and T ransfer of Deed 












Rajasthan 

Description 

Uttar 

Bombay 

Madhya Pradesh 

f Punjab 

Present 1 

Now 


Pradesh 

ESfi 









1 

Proposed 

Bond 

Rs. 

A. 

Rs. 

A. 

Rs. 

A. 

Rs. A. 

Rs. 

A. 

Rs. 

A. 

Rs. 

A. 

Where the amount of value secured does not exceed Rs. 

O 

3 

•• 


0 

2 


" O 

2 

0 

2 

O 

3 

IO. 

Where it exceeds Rs. io and does not exceed Rs. 50 

O 

5 



0 

4 


O 

4 

0 

4 

O 

6 

Where it exceeds Rs. 50 and does not exceed Rs. too 





. 



O 

12 

• 

. 

O 

12 

Where it exceeds Rs. too and does not exceed Rs. 200 
Where it exceeds Rs. 200 and does not exceed Rs. 300 

1 

2 




I 

I 



1 

2 

8 

12 




8 

I 

2 

4 

8 


1 

12 

2 

12 

Where it exceed Rs. 300 and does, not exceed Rs. 400 

2 

>3 

3 

O 

2 

8 


3 

0 

2 

8 

3 

0 

Where it exceeds Rs. 400 and does not exceed Rs. 500 

3 

9 

3 

12 

3 

8 


3 

12 

3 

O 

3 

12 

When it exceeds Rs. 500 and does not exceed Rs. 600 

5 

10 

4 

8 

4 

’ 8 


6 

O 

4 

0 

6 

0 

When it exceeds Rs. 600 and does not exceed Rs. 700 

6 

9 

4 

5 

4 


7 

O 

4 

12 

7 

0 

When it exceeds Rs. 700 and does not exceed Rs. 800 

7 

8 

§ 

O 

6 

O 


8 

O 

8 

0 

8 

0 

When it exceeds Rs. 800 and does not exceed Rs. goo 

8 

7 

6 

12 

6 

12 


9 

0 

6 

4 

9 

0 

When it exceeds Rs. 900 and does not exceed Rs. 1,000 

9 

6 

7 

8 

7 

8 


10 

O 

7 

0 

10 

0 

and for every Rs. 500 or part in excess of Rs. l ,000 

4 

II 

3 

12 

3 

12 


5 

O 

3 

0 

5 

0 

Where the amount of consideration does not exceed Rs. 

0 

IO 


0 

8 

Munici- 

Other 


I 


« • 


50 - 







pal 

cases. 











Board, 
Not area, 








Where it exceeds Rs. 50 and does not exceed Rs. too 



Rates for 



small 









Urban area 
other than 



Town. 











cities of 
Bombay, 
Poona & 
Ahmeda- 



• 










bad 


1 

8 

Small 

1 

0 

« 

• 

1 

0 








town 







Where it exceeds Rs. too and does not exceed Rs. 

X 

4 

4 

0 

I 

0 

3 

2 

0 

2 

0 

2 

0 

200. 














Where it exceeds Rs. 200 and does not exceed Rs. 

2 

8 

... 


2 

0 

6 

4 

0 

4 

0 

4 

0 

300. 

Where it exceeds Rs. 300 and does not exceed Rs. 

4 

I 

4 

8 

3 

0 

9 

6 

0 

6 

0 

6 

0 

Where it exceeds Rs. 400 and does not exceed Rs. 

5 

10 

6 

0 

5 

0 

12 

8 

0 

8 

0 

8 

0 

SCO* 

Where it exceeds .Rs. 500 and does not exceed Rs. 

7 

3 

7 

8 

7 

0 

>5 • 

IO 

0 

IO 

0 

10 

0 

600. 

Where it exceeds Rs. 600 and does .not excess! Rs. 

IX 

4 

9 

0 

9 

„ 0 

18 

12 

0 

12 

0 

>2 

0 

700. 

Where it exceeds Rs. 700 and does not exceed Rs. 

>3 

2 

IO 

8 

IO 

0 

21 

>4 

0 

>4 

0 

>4 

0 

800. 









l6 


- 


Where it exceeds Rs. 800 and does not exceed Rs. 

>5 

0 

12 

0 

12 

0 

24 

l6 

0 

0 

l6 

Q 

900. 

Where it exceeds Rs. 900 and does not exceed Rs. 

l6 

>4 

>3 

8 

>3 

8 

27 

18 

0 

18 

0 

18 

9 

IOOO. 

18 

12 

>5 

0 

>5 

0 

30 

. 2° 

0 

20 

p 

20 

0 

and. for every Rs. 500 or part in excess of Rs. 1,000 

9 

6 

7 

8 

7 

8 

>5 

10 

0 

XO 

0 

IO 

O 















210 


STAMP DUTIES AND COURT FEES 
Question No. 162. 

(1) The scale of rates prescribed by the Union in 
respect of documents detailed in 162 (1) has continued 
to be the same ever since the Government of India Act, 
1935, came into force. On the other hand, practically 
all the States have, from time to time, raised rates of 
stamps duties in regard to documents for which they are 
empowered to fix the scale. This stagnation in the case 
of Union is inexplicable. The States have adopted this 
course to balance their budgets. The needs for finance 
to the Union are all the more greater. 

I would advoate fresh levy of stamps duties on— 

(a) applications made under section 26A of the 
Indian Income-Tax Act, for the registration of 
the firms. The stamp duty will be calculable 
on the basis of the capital investment; and 

(b) registration of Marriages—Bill for the promo¬ 
tion of which might be promoted. 

Two principles should influence the authorities in the 
fixation of the rates of stamps duties— 

(1) the incidence of rate in respect of documents 
of lower value, say upto Rs. 1,000 should be 
comparatively lighter so as to avoid affecting 
the poor people; and 

(2) the rates should be so levelled as not to un¬ 
necessarily discourage money or similar transac¬ 
tions. This might affect trade and commerce 
m certain respects adversely. 


to the latter in lieu of cash to discharge their tax bur¬ 
den, would involve the creation of arduous task to the 
traders and to the Government as well. 

Supplementary.—Entertainment tax. While issuing 
the Cinema tickets, stamps of the required values are 
afnxed. 


Question No. 165. 

Common modes of evasion or avoidance of payment 
of stamps duties are set out as below: 


(1) In some cases, for instance gifts and conveyances, 
*4 ad valorem, duty is fixed with reference to the value 
of the property or consideration as set forth in the in- 
rtruinmt Section 27 of the Indian Stamp Act requires 
that all the material facts necessary for fixing the v^ue 
of stamp duty must be truly and fully stated in the 
document and failure to state them in the manner pro¬ 
vided is made an offence under section 64 of the Act. 
But there is no machinery provided for ascertaining the 
correct value of the property and the consideration and 
for the levy of stamp duties on the basis thereof. There 
is always a tendency to understate them. The highest 
™nt of penalty under section 64 for doing so is 
ns. 5,000 and m cases where the amount of stamp duty 
on a correct valuation exceeded that sum, there is, 
obviously, a heavy loss to the revenue. In such cases 
the only remedy that can be suggested is the demand 
of a certificate of the competent authority of the value 
of the property gifted or conveyed. 


(2) The variations in rates fixed by the States are 
likely to continue and these cannot be unified easily as 
the economic conditions necessitating the needs for fin¬ 
ance to call for these variations in the case of each 
stat ® vary within a fairly wide range. A uniformity 
might be possible and desirable in the case of documents 
involving lower values. This can be achieved either by 
mutual understanding amongst the State or by Legisla¬ 
tion at the Centre. The latter course might work out 
better. 

• to the charge of stamp duties (a) and (b) 

U 162(1) above, the State revenue is likely to be bene- 
fitted considerably as the tendency to get the firm 
registerd to take benefit of suffering lower incidence 
of Income-Tax and Super-Tax is appreciably on the 
increase and will be so in future with the introduction 
of Estate Duty which is likely to disintegrate and dis¬ 
rupt joint families and reunite them on the basis of 
partnership. 

• Bo ? ds ' ,J eas . es , an , d conveyance. The last one predo- 
etc* 13 ^ 8 ™ blS deludes sale deeds, mortgage deeds, gifts. 

Question No. 163. 

The transactions in Stock-exchanges and Future Mar¬ 
kets are not governed by the Indian Stamp Act. The 
stamp Act, does not deal with transactions. What it 
deals y»th is not the bargain which arises out of the 
consent of the parties, but the instrument which records 
that bargain. The stamp duty is on the instrument as 
it stands and not on the transactions. Hence where 
there is no instrument but only a verbal transfer, the 
transfer does not require the stamp duty. 

To reduce these transactions in writing in the form 

Hp a Hnl r c U ^ nt l Wll i natu [ all y affect free flow of business 
!L thereb / ad ^ er sely affecting trade and commerce. 
Since the number of middle class traders predominates 
to promote any legislation to this effect is likely to 
?nJ n fn th 4v mo£ d- Alternatively, I would suggest subject- 
^ ax °? analogy and nature of Sales Tax 
, st0< *: exch anges and Futures Markets 
This was quite feasible, economical and also fruitful of 
sufficient revenue. The collection of Tax through the 
mUtC lb 'rv, S and Stock-exchanges would present no diffi¬ 
culty. The assessment can be based at the rate of cer¬ 
tain amount per unit (Sauda). 

Supplementary — 

163(A) Not in Rajasthan. 

163(B) None. 

163(C) Not called for. 

Question No. 164. 

thfstimn°A U ot d whit ?J U - Itify the p i th ? nd substance of 
the Bfamp Act. What it is concerned with, are the docu- 

ments evidencing the creation of any transaction anH 
not the transactions themselves. This 7 will also 1 create 
unnecessary complications with no corresponding good 
The Printing of the stamps, their sale by the Govern¬ 
ment, purchase by the tax payers and paying the same 


(2) A declaration of trust does not require the trans- 
ter of the property to the trustee where the author of 
the trust is himself the trustee. In such cases a declara- 
u rust can , be effected by an instrument which 
merely bears a stamp duty of Rs. 20 vide Section 64. 
under article 62, the maximum duty on a transfer with¬ 
out consideration of any trust property by the trustee 
to the beneficiary is Rs. 7-8-0. Hence under the Act as 
it stands, it seems that a person who wishes to make 
a gift of his property, of whatever value it may be can 
avoid payment of ad valorem duty according to the 
value of the property under article 33 by first declaring 
a i r ^in rega J d th e Property of which he himself is 
the trustee and then transferring the property without 
£°? s l deratlon to the Beneficiary. This was, probably 
. lnt ® ntlon of the Legislature. But so long as the 
section is there, the subject is entitled to take advantage 

Question No. 166. 

Q e +J^ tCS court / e . es may be made uniform in all 
t upt ° l cer „ tain Bmit, say, in the money suits 
of the value of Rs 2,000 or so. In doing so, a certain 
amount of uniformity will be obtained. 

Supplementary — 

Expenses of the judiciary.Rs. 35 lacs (round 

figure) 

Sale of judicial stamps.Rs. 29-5 lacs. 

Question No. 167. 

The Schedule to the Indian Court Fees Act may be 
beng ° f the present rates &r the time 

“ every five year ™ ay be revised after P™d of 

REGISTRATION 

iA, a ^ strat J v f . se V u P for ^e administration of 
the Registration Act is indicated below:— 


Inspectors , . 

Whole-time Sub-Registrars , 
Ex-officio District Registrars . 
Ex-officio Sub-Registrars . 


• 5 (for Regsitration and 

stamp both). 

.6 

• «4 

. 202 


As in the case of the Stamp Act, in the pre-merger 
n e 7 u c ° venal jting State had its own Registration 
Law. On the formation of Rajasthan, all these different 
aws were repealed and the Indian Registration Act 
1908, was extended to Rajasthan. Rules and procedure 
relating to Registration still continues on to be followed 
$®“«y in tba dl ® erent States as originally designed 
These are now m the process of unification and a Regis¬ 
tration Manual, as applicable to the entire State is 
likely to be shortly published. ’ s 





Comparative figures of income ■ and expenditure in 
terms of lakhs of rupees are set out below: — 


Year 

Income 

Expendi¬ 

ture 

Remarks 

1950-51 

2-69 

o’ 8 o 

Actuals. 

‘ 951-52 

3'66 

fo 8 

Actuals. 

1952-53 

2-75 

>'33 

Revenue Estimates. 

• 953-54 

2-75 

1'52 

Budget Estimates. 

1954-55 

3-00 

1-50 

Forecast. 

>955*56 

3 '°o 

1-50 

Forecast. 


The possible explanation for the peak figure of reve¬ 
nue under head ‘Registration’ for the year 1951-52 
might be the coming into operation in the State of Rajas¬ 
than of the Indian Income-Tax Act. This may have 
possibly led to the partitioning of Hindu Undivided 
Families in large, number and creation of partnership 
firms in order to avoid suffering higher incidence of 
tax. Such a tendency, more or less, settled down in 
the subsequent years. Other causes for the decline in 
income might be shortly stated as under :— 

(a) Tightness in money market adversely affecting 
dealings involving money transactions; 


(b) Rise in stamp duties; and 

(c) Famine conditions in certain parts of Rajas¬ 
than. 

“- Proposal is on fobt to amend the table of Registration 
fees to bring it on level with the C. P. and Berar. This 
has passed through the scrutiny of the Law Department 
and -will be taken up in the next session of the Assem¬ 
bly.: This will bring in an appreciable increase in reve¬ 
nue; Another factor expected to augment it : might be 
the'introduction of Estate Duty. There is likely to be 
a marked tendehcy on the part of people : of substantial 
means to execute gift deeds or deeds of endowment or 
any other similar instruments with a view to dissipate 
or fritter away as far as possible their assets. 

Annexure are appended showing registration duties 
prevailing formely in the covenanting States of Rajas¬ 
than, other States and now* proposed to be introduced. 
These rates have been modelled after the pattern of 
C. P. and Berar. 

The expense ratio, as it would be observed from the 
comparison of income and expenditure, is fairly high. 
But it may be noted .that the staff set-up for the adminis¬ 
tration of the Registration Act also helped substantially 
in that of Stamp. But proposal is under active considera¬ 
tion to reduce the number of whole-time Sub-Registrars 
and Inspectors. This would appreciably level down the 
expense proportion. 

The slight increase in expenditure from year to year 
could be accounted for on account of incurring some 
expenditure of capital nature. 


Registration Fee Proposed in Rajasthan as compared with other States. 


Value of the property 

U.P. 


Punjab 

Behar 

' 

Bengal 


Madras 


Bombay 

C.P. 


Proposed 

in 

Rajasthan 




_ L 










• 






Rs. 

Rs. 

AS. 

Rs. 

AS. 

Rs. 

AS. 

Rs. 

AS, 

Rs. 

AS. 

Rs. 

AS. 

Rs. 

AS. 

Rs. 

AS. 

Upto Rs. 100 


I 

5 

I 

4 

O 

>5 

I 

2 

I 

8 

I 

6 

2 

O 

2 

0 

IOO 

to 

200 

2 

2 

2 

8 

I 

4 

iJiU. 

8 

2 

4 

2 

6 

2 

0 

2 

0 

200 

to 

300 

4 

4 

3 

12 

3 

2 

3 

0 

3 

0 

3 

12 

3 

O 

3 

0 

300 

to 

400 

4 

4 

5 

O 

3 

2 

3 

•o 

3 

12 

3 

12 

4 

O 

4 

0 

400 

to 

500 

4 

4 

6 

4 

3 

2 

3 

0 

4 

8 

5 

IO 

5 

O 


0 

500 

to 

750 

5 

10 

IO 

0 

5 

O 

4 

0 

6 

0 

7 

8 

8 

0 

8 

0 

750 

to 

1000 

5 

10 

12 

8 

6 

4 

4 

0 

7 

8 

7 

8 

IO 

0 

10 

0 

1000 

to 

1500 

7 

0 

>3 

12 

8 

2 

6 

0 

9 

O 

II 

4 

13 

0 

*3 

0 

1500 

to 

2000 

8 

7 

x \ 

O 

10 

O 

6 

0 

IO 

8 

II 

4 

16 

0 

l6 

0 

2000 

to 

2500 

9 

>3 

l6 

4 

II 

4 

8 

0 

12 

0 

>5 

O 

19 

0 

>9 

0 

2500 

to 

3000 

II 

4 

>7 

8 

>3 

12 

8 

0 

>4 

0 

15 

0 

22 

0 

22 

0 

3000 

to 

3500 

14 

O 

18 

12 

>5 

10 

IO 

0 

16 

0 

18 

12 

2 5 

0 

35 

0 

3500 

to 

4000 

>4 

O 

20 

O 

>7 

8 

10 

0 

18 

0 

18 

12 

28 

0 

28 

0 

4000 

to 

4500 

16 

>4 

21 

4 

>9 

6 

12 

0 

20 

0 

22 

8 

3° 

0 

30 

0 

4500 

5000 

to 

to 

5000 

6000 

16 

19 

*4 

II 

22 

25 

8 

21 

4 

12 

0 

20 

0 

22 

8 

32 

0 

36 

0 

8 

28 


>4 

0 

24 

28 

0 

25 

O 

a 

36 

0 

0 

6000 

to 

7000 

>9 

I I 

27 

40 

44 


IO 

0 

0 

27 

40 

0 

0 

7000 

to 

8000 

22 

8 

3° 

O 

32 

8 

18 

0 

32 

0 

3» 

0 

44 

0 

0 

8boo 

to 

9000 

22 

8 

32 

8 

36 

4 

20 

0 

36 

0 

32 

8 

48 

0 

3 

0 

9000 

to 

10000 

22 

8 

35 

0 

40 

0 

22 

0 

40 

0 

35 

O 

5 2 

0 

52 

0 

10000 

to 

15000 

29 

9 

£ 

8 

53 

12 

25 

0 

60 

0 

47 

8 

72 

0 

72 

0 

15000 

to 

20000 

36 

9 

0 

77 

8 

42 

0 

80' 

0 

60 

0 

9 2 

0 

92 

0 

20000 

to 

25000 

43 

9 

72 

8 

96 

4 

52 

0 

IOO 

0 

72 

8 

102 

0 

102 

0 

25000 

to 

50000 

78 

12 

>35 

0 

190 

O 

102 

0 

200 

0 

>35 

O 

*52 

0 

*58 

0 

50000 

to 

100000 

148 

9 

>97 

8 

377 

8 

202 

0 

400 

0 

260 

O 

252 

0 

25a 

0 

above 


100000 

I 

2 

I 

4 

I 

>4 

2 

0 

4 

0 

2 

2 

I 

0 

X 

0 




per 1000 

per 1000 

per 

500 

per 1000 

per 1000 

per 1000 

per 500 




Registration Fee Proposed in Rajasthan as compared with that in force in covenanting States . 


Value of the property 

Jaipur 

Jodhpur 

Former 

Rajasthan 

Bikaner 

Sirohi 

Dholpur 

Bharatpur 

Proposed 

Rs. 


Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs 

Upto Rs. 100 


2 „ 

2 

2 

I 

I 

I 

2 


IOO 

to 

200 

2 

2 

2 

I 

1 

2 . 

2 


200 

to 

300 

2 

2 

3 

2 

2 

2 

2 


300 

to 

400 

2 

2 

4 

2 

2 

4 

2 


400 

to 

500 

2 

2 

5 

3 

2 

4 

2 

K 

500 

to 

750 

4 

4 

8 

4 

4 

6 

4 

8 

750 

to 

1000 

4 

4 

IO 

4 

4 

6 

4 

10 

1000 

to 

1500 

5 

8 

>3 

5 

4 

8 

5 

12 

1500 

to 

2000 

0 

8 

IO 

6 

4 

8 


16 

2000 

to 

2500 

7 

7 

>9 

7 

4 

8 

8 

IQ 

2500 

to 

3000 

8 

8 

22 

8 

6 

8 

8 

22 

3000 

to 

3500 

9 

10 

25 

9 

.6 

8 

9 

2S 

3500 

to 

4000 

IO 

10 

28 

9 

6 

8 

9 

28 

4000 

to 

4500 

I I 

10 

30 

IO 

6 

8 

10 

30 

4500 

to 

5000 

12 

IO 

32 

IO 

6 

8 

10 

22 

5000 

to 

6000 

>3 

12 

36 

12 

8 

12 

12 

36 

6000 

to 

7000 

>4 

12 

40 

12 

8 

12 

x 4 

40 


28—2T. E. Com. Bom. 
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Registration Fee Proposed in Rajasthan as compared with that in Forte in covenanting States.—contd. 


Value of the property , 

• 

1 

Jaipur 

Jodhpur 

Former 

Rajasthan 

Bikaner 

Sirohi 

Dholpur 

Bharatpur 

Proposed 

Rs. 


Rs. 

Rs. 

Rs. 

' Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

7000 

to 

8000 

>5 

12 

44 

>4 

8 

12 

>4 

44 

8000 

to 

9000 

16 

12 

48 

>4 

8 

12 

>4 

48 

9000 

to 

10000 

>7 

12 

52 

4 

8 

12 

>4 

5 * 

I OOOO 

* to 

15000 

>9 

14 

72 

ID 

10 

12 

l6 

72 

15000 

to 

20000 

21 

>4 

92 

18 

10 

12 

l8 

92 

20000 

to 

25000 

23 

*4 

102 

>9 

10 

12 

68 

102 

25000 

to 

50000 f 

33 

l6 

>52 

24 

10 

12 

Il8 j 

>52 

50000 

to 

100000 

53 

l6 

252 

29 

16 

12 

818 

252 

above 

100000 j 

I per 

16 fixed 

i per 

4 P er 

20 fixed 

12 fixed 

... 

x per 




1 2500 

1 

500 

10000 



1 

500 















MEMORANDUM V 

Replies to Questions not dealt with in Memorandum IV 


PART I—TAX SYSTEM 

Question No. 1. 

Broadly speaking, the objectives of sound taxation 
policy ought to be :— 

(a) equal distribution of income, 

(b) encouragement to incentives to workers engaged 
in productive activities, and 

(c) maximum social advantage. 

Equal distribution of income is not possible as Ben- 
than has said that the establishment of a perfect equa¬ 
lity is a chimera, all we can do is to diminish inequality. 
Inequality in the distribution of income is bound to 
take place due to born inequalities in talents and capa¬ 
bilities. All that the sound taxation policy should aim at 
is the diminition of inequalities, but this should not be 
stretched to the extent of discouraging savings—so 
essential to the economy of the nation. 

Progressive taxation is one of the means to do this. 
The greater is the income of the tax payer, the greater 
should be the share that he should contribute towards 
State Exchequer. 

Another effective weapon is the imposition of Estate 
and inheritance Taxes. 


The expansion of production depends on the efficacy 
of private enterprise which again, in turn, depends on 
the fiscal policy of the State expressed through the 
policy of taxation. Hence the tax programme of the 
State should not be so designed as to make the State’s 
share on the profits of the capitalists so heavy and 
excessive as to keep down investments and have a 
killing effect to incentives to production. The State’s 
demand on profits should be so levelled and scaled down 
as to leave enough for the enterpreneurs and other 
workers for further savings and thereby further invest¬ 
ment and production. 

The present system of taxation lays equal burden on 
person having no member of family and on 1 those having 
fairly large number of souls to feed. Provision is requir¬ 
ed for abatement -and family allowance ~in such cases to 
even up the burden of taxation. 


In ordinary parlance inflation is understood to mean 
a rise of money income diffused unequally in the diffe¬ 
rent sections of the community without the growth of 
real income, as a sequal to which the price index rises 
up and the value of money declines. In the early 
stages of inflation, profits rise as the production costs 
do not follow prices. In the later stage, profits decline 
while costs go up. To counter act both these phenomena 
is the work of sound taxation. This can be efficaciously 
combated by— 

(i) sharp progression in taxation, 

(ii) steep rates of death duties, and 

(iii) capital gains tax. • 

These forces should be immediately set in motion on 
the appearance of abnormal profits on the business hori¬ 
zon. Any delay might create complications, and difficul¬ 
ties. In such a period, people with fixed incomes would 
be hardly hit. In framing taxation policy, their interests 
may not be completely ignored. 

During the deflation period, reverse cycle of trade sets 
in. Producers start losing heavily. Some of them are 
ruined. People with fixed income fare better. Hence 
the tax policy should be 50 designed as to take as little 
as possible from the producers and as great as possible 
from the recipients of fixed money income. 

Sound external policy implies a stable export market 
much more for processed and manufactured goods and 
as less as possible for raw materials. In bringing this 
about, fiscal and taxation policy of the Government 
plays a prominent role. Export duties, particularly on 
those goods of the country which have gained high 
reputation in the foreign market, might be lowered 
down as far as possible or might be abolished completely 
where it could be possibly done. 

. Finally, it may be said that the aim of the sound taxa¬ 
tion policy should be to transfer as much from the 
national income to the State Exchequer as to keep a bal¬ 
ance between the Government revenue needs and those 


of priviate enterpreneur for lower costs and higher pro¬ 
duction. The rate and incidence should be so adjusted 
as not destroy profit motive, discourage formation of 
capital and thereby making of profits for its being 
ploughed back into industry. 

The proceeds of taxation should be so utilised as to 
get the maximum social advantage. 

Question No. 8. 

Receipts from particular taxes may not be funded 
or earmarked for specific purpose, for, this would be 
violating the principle of so.und taxation. It provides 
an easy tool to the political parties in power to satisfy 
sectional interests. 

Question No. 9. 

Yes, it is quite desirable to levy cess for specific pur¬ 
poses. Such a practice already prevails—cess on lac, 
coflee, tea, mica are few instances. When cess ifc im¬ 
posed for any specific purposes, the proceeds therefrom 
should be exclusively utilised for the development of 
that particular purpose. 

Question No. 10. 

It is not desirable for the Government taking too many 
commercial and industrial undertakings under their 
control. The official set-up of administration working 
within the steel frame of Government machinery lack 
ability of handling economic affairs and are not trained 
for conducting business enterprises.* What is .wanting 
in their case is a quick decision to settle business mat¬ 
ters; a pretty large number of them crop up in a day’s 
working requiring decisions on the spot, Their discre¬ 
tion is hedged by so many rules, regulations and formar 
lities that too often they have to refer matters to the 
higher authorities which implied delay. 

Question No. 11. 

In business undertakings chances of profits are: as 
many as of losses. In the former case, formation vof 
reserve funds always constitute a sound business policy. 
This will help not only to meet losses when happen to 
take place, but could be profitably used for the develop¬ 
ment of the same business which produced profit or 
developing new businesses of the similar or allied type. 
If the profits are fairly large, a portion thereof might 
be spared for general revenue. 

Question No. 12 . 

Incidence of Taxation .—Canon of ‘liability to pajf con¬ 
stitutes a cordinal principle of sound taxation system' 
Hence income approach provides a sound basis of the 
study of incidence of taxation. This would furnish the 
principle basis of differentiation. 

As the income of the tax payer is either the result of 
labour or of the yield of the property—whether earned 
or unearned—occupation should also hkve necessary 
consideration in such differentiation. 

As there is a marked difference between the consump¬ 
tion standards and expenditure patterns of the urban 
and rural people, the study of incidence of tax from 
the point of urban and rural residence requires different 
approach. 


Question No. 13. 

The burden of present taxation does not appear to 
be equally distributed on the upper, middle, or lower 
groups of incomes either in the Central or State, or 
Local Systems of taxation prevalent in India. Its irioi- 
dence is heavier on the lower two classes. This is the 
position in urban areas. 

In rural areas, the burden is lighter on the big land¬ 
lords and heavier on the other classes. 

In the case of State also, it is lighter in the case of 
agricultural one, and heavier in that of the industrial 
one, like Bombay. 


Question No. 14. 

Shifts in the distribution of income in,the communities 
have altered the relative incidence of taxation on the 
various classes of income. It is lighter on the ^ig,land¬ 
lords and has increased considerably on the urban 
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labourers in the recent years as a result of various State 
imposts increasing the cost of articles of their consump¬ 
tion. 

Question No. 15. 

The question is not clear as to. what is required to 
be given in answer. Does the cost of compliance with 
the tax regulations means the' operating cost to the 
traders in the way of increase in their establishment 
to maintain accounts to satisfy the requirements of the 
taxing departments,., or does it mean expense ratio, viz., 
the amount spent in the levy and collection of tax as 
compared with the proceeds of the taxes? In both cases 
the burden is not very much material. • Big business units 
have taken up keeping regular accounts whether tax 
or no tax. The retailers too have learnt to do so with¬ 
out any addition to their operating cost. 

The cost of collection in most cases is found to range 
between 5% to 10%. The tax which is costly in collec¬ 
tion is uneconomical and is, generally, not taken up. 

Question No. 16. 

They have considerable bearing. The idea that any¬ 
thing taken from the Government coffer detracts some¬ 
thing from the national income or wealth, no longer 
prevails. On the other hand, the trend of the feeling is 
that anything well spent by the State add to the pro¬ 
ductivity and efficiency of the people and thereby to 
their power to save and thus be able to suffer higher 
incidence of tax. There is a tendency these days for 
the Government to run big commercial enterprises which 
are highly productive. Production in the community at 
large is increased, raising thereby their capacity to pay 
fax. 

A certain portion of the public expenditure benefits 
the poor people by way of sickness and unemployment 
benefits. 

Taxation and Economic Development 
Question No. 18. 

A balanced proportion between raising money by 
borrowing and by taxation to finance the carrying out 
of various schemes of economic development is definitely 
called for. In peace time, finance by internal loan is 
desirable. The loan thus raised will build up industries, 
productive enough not to pay only for interest but also 
to contribute something every year towards the repay¬ 
ment of capital. The advantage in raising money by 
taxation is that it does not leave behind any liability 
to be discharged in the form of repayment of interest 
or capital. But our position is that our taxable capacity 
is not high. We should, therefore, more depend on rea¬ 
sonable borrowing. This will not burden our tax system. 

Question No. 19. 

The resources in degree of importance are set out as 
below:— 

(a) economy and rationalisation in expenditure 
‘Economy provides abundant revenue’ is a 
common maxim, 

(b) development of non-tax revenue, 

(c) prevention of tax avoidance and tax evasion, 

(d) higher rates of existing taxes, 

(e) fresh taxes. 

Question No. 34. 

All these sources are capable enough to yield fair 
amount of revenue (a) and (b) are yet to be tapped, 
and might prove very productive. Similar is the posi¬ 
tion with (c) and (d). . * 

As to what of these sources will yield, it is very 
difficult to assess or divine for want of any reliable 
data. , 

Qestion No. 35. 

Out of these sources, the following are recommended: 

(1) Re-introduction of Salt duty. —Oh fiscal ground 
it is highly desirable. Its removal .on sentimental 
ground was simply uncalled for. This has done no 
good to any body, although has hit hard the treasury. 

(2) Modification of the policy of ‘Prohibition’■ —It is 
very difficult, rather impossible to wean away the old 
addicts. They would adopt all sorts of means—legal or 
illegal, moral or immoral—to satisfy their cravings. 
Cases of illicit distillation are coming to notice every 
day in the ‘Prohibited’ area. It is quite possible that 
comparatively lesser number of fresh people may get 


into this habit, but this moral gain bears no comparison 
with the amount of revenue that the State are losing 
and* which could be otherwise utilised in many other 
beneficent activities designed to elevate the. general 
standard of living. This improvement in standard' of 
living might be efficacious in deterring people from 
getting into this habit. 

( 3 ) Betterment' levies. —Various schemes .in the con¬ 
text of the Five Year Plan will benefit certain tracts of 
land, hitherto not productive of any income. If in lieu 
of such benefits, the person benefitted contributes 
something towards the Revenue of the State, it is nothing 
but fair. 

(4) Inheritance Tax. —A graduated tax on inherited 
wealth has much to commend. Such a tax does not 
effect production. 

(5) Agricultural Income-Tax. —This is a source that 
has recently attracted attention for being tapped. There 
is every justification to do sol Why any discrimination 
between the income of an industrialist and a big Zamin- 
dar. 

Social security taxes need be confined within reason¬ 
able limit being harmful to society as they effect the cost 
of production. 

Question No. 36. 

Yes, It is both desirable and feasible. Colossal sums 
are being spent on irrigation projects, on transport and 
communications. In time to come, these will consider¬ 
ably benefit certain lands which were hitherto not yield¬ 
ing anything to the owner. If, as a result of these 
projects, there is an increase in the value of land and 
property, obviously of the nature of unearned incre¬ 
ments, there. is nothing unfair in ■ demanding from the 
owners something in the form of levy of tax. 

Question No. 37. 

(1) Prevention of tax evasion and avoidance, 

(2) Raising the rates of tax on articles of luxury, 

(3) More efficient arrangement of Government en¬ 
terprises. 

Question No. 38. 

(1) Taxes on future dealings, 

(2) Tax ^n new papers and advertisements, 

(3) Heavier rates of tax on betting and gambling, 

(4) Betterment levy, 

(5) Agricultural Income-Tax, 

(6) Futures Markets, 

(7) State Duty, 

(8) Revival of Salt Tax, 

■ (9) Change in the policy of ‘Prohibition’, 

(10) Tax on marriages, 

(11) Tax on Privy Purses, and 

(12) Removal of concession to the Rulers in respect 
of their income for interest on securities. 


PART D—DIRECT TAXES 
Income-Tax 

Question No. 52. 

The definition of Agricultural income as laid down 
in the Agricultural Income-Tax Acts of the various 
States is identical in all its essentials with that set- out 
in the Indian Income-Tax Act. Under the latter Act 
such income enjoys immunity from the levy of: income- 
tax, under the former ones it is chargeable. These two 
Acts are, obviously mutually exclusive. There does not 
thus appear to be any occasion for over-lapping jurisdic¬ 
tion between the two taxing authorities—'Centre and 
the States. 

Income from ‘Forests’ will be chargeable to Agricul¬ 
tural Income-tax if they owe their growth and nurture 
to human skill and efforts. If these are spontaneous, 
the income therefrom will fall within the purview of 
the Income-Tax Act. 

Nor there could be any conflict in the case of dividends 
from agricultural income. Provisions in the Agricultural 
Income-Tax Acts of every State which conform to one 
pattern on the point, are Very clear on the subject to 
admit of any doubt or confusion. 



Question No. 53. 

Since canon of ‘ability to pay’ is generally takep to 
be the sound criterion and principle in the policy of 
taxation, it is quite rational that in the assessment of 
agricultural income, incomes from non-agricultural 
sources should be taken for rate purposes only. 

The aggregation of agricultural and non-agricultural 
income, if at all, for rate purposes only under the State 
Acts is recommended. The productivity of land which in 
its turn depends on its quality, varies from State to 
State. Again, in the method of cultivation which also 
affects yield, there are variations from State to State. 
They are therefore, the states alone which are in a 
better position to assess the produce .of the land and 
thereby frame assessment in an equitable and just 
manner. 


Question No. 54. 

The amalgamation of the two taxes under the Central 
Act is not favoured. Reasons for entertaining these 
views are— 

(1) As discussed in the previous question, due to 
variation in quality of land and methods of 
cultivation from State to State, the States alone 
would make proper and equitable assessment, 

(2) And although the big landlords (comparatively 
few in number) and Jagirdars have reaped to 
their full the fruits of the land, they have not 
exhibited genuine and sincere care for its pro¬ 
tection. It is recently that industrialists and 
other educated people have taken up to agri¬ 
culture. If at the very start, they would be 
burdened with taxation by amalgamating agri¬ 
culture. If, at the very start, they would be 
ress in this respect so healthily built-up and so 
urgently needed due to the shortage of food 
might receive a serious set-back. 

In the amalgamation of the two taxes, there might be 
some economy in administration, but the disadvantages 
would far out-weigh this petty gain. 

Question No. 55. 

This is not so. This view finds ample support from the 
introduction of new section 12AA. Due to the increasing 
activities on the part of the Government in the context 
of the Five Year Plan, contract works have abnormally 
increased. The completion of one work more often takes 
more than one year. To assess the profits in the year 
of completion, although these may have been earned in 
number of them (years) savoured of injustice and un¬ 
fairness. Similar is the position of 3 Years Cash Certi¬ 
ficates and also in regard to the assessment of Film * 
Companies. The preparation of one film some time takes 
two to three years. 

It is recommended that in equity incomes from all 
these sources should be spread over the" period in which 
these were earned and not charged in the year of 
receipt. 

Question No. 56. 

The Indian Income-Tax Act, exempts from the levy of 
tax religious and charitable trusts. In a welfare State, 
the. encouragement or voluntary charities is very much 
desirable. It encourages in a man a sense of responsi¬ 
bility towards his fellow beings and this is why it has 
been impressed from the time immemorial by all reli¬ 
gions. The question is that whether any concessions to 
such charities are called for undoubtedly, but these 
should be hedged, and guarded strictly by ttie provisions 
expressly made in the Act to remain confined to really 
genuine cases. It has been noticed that there are num¬ 
ber of private trusts which are camouflaged as set-up 
in the interest of mankind in general, but the object 
behind them is the personal gain of the trustees. The seek 
immunity from income-tax, for some time there is 
genuine and complete show of religious and charitable 
motives in the conduct of these trusts, but when the 
claim of exemption is fully established, this show wears 
off and the real object and colour, which is the personal 
gain, appear in full sight. Ther are thikanas, Mandirs, 
Gurudwaras and other similar religious institutions 
which posses huge properties which yield colossal income 
which is all mis-appropriated and squandered away 
(sometimes in profligate manner), by the persons in¬ 
charge for purposes least useful for the poor public 
for whose benefit they were originally created. Then 
there are endowed and non-endowed trusts. In the. case 
of the former, there is a corpus of property, the pro¬ 
ceeds of which are applied towards religious purposes. 
They deserve better treatment from taxation point of 
view. Than non-endowed trusts which carry on business 
and compete with other in the same line. Their profits 


have the advantage of immunity from the levy of in¬ 
come-tax while that of a private entrepreneur exposed 
to it. Hence he is in a disadvantageous position. This 
latter type of trusts do not deserve the least concession. 

In short, the law should be so amended as to really 
■ exempt useful institutions functioning for the welfare 
r 'of the human beings at large. Liberality and generosity 
. on the part of the Legislation in this rdspect is found 
more often to be, grossly misHised. 

Question No. 57. 

The exemption, should apply to purely mutual and 
co-operative societies and not to those which trade with 
the public. The justification in the case of former is 
that business is cart-ied on with their own members 
and hence there is really no profit in the true sense of 
the word on the hypothesis that a man cannot trade 
with himself and make profit thereby. Mutual Insurance 
Society is an instance in view. But in the case of Socie¬ 
ties which carry on trading business with their own 
members or even with the outsiders, profits are earned 
and should be taxed. The exemption then would place 
private enterprises, at serious disadvantage through no 
fault of their. 

The principle to be observed in the Co-operative 
Housing Societies might be that the proportionate in¬ 
come should be assessed in the hands of the individuals 
and not in those of co-operative societies. For want of 
material no reply can be rendered to part II. 

Question No. 80. 

Taxation of Companies and Shareholders. —Yes. In 
the interest of small industries, ihe small companies 
should be assessed at a reduced rate of income-tax and 
super-tax. In order to give adequate relief, the cottage 
industries and small scale undertakings, in case of their 
total income being Rs. 25,000 or below, a rebate of 
super-tax at least by 50 per cent, may be made permis¬ 
sible. 

This should apply in case of 80 (i) and 80 (ii). 

No concession of rate is suggested for 80(iii) and 
80 (iv). 

Question No. 101. 

Death Duties.— Reaction, according to common obser¬ 
vation and opinion, has not been very favourable and 
present one. It is apprehended that this will tend to 
break-up Hindu Undivided Families already sufficiently 
shattered by the Income-Tax Act provisions, disintegrate 
capital assets, affect adversely the formation of capital, 
and, last of all, encourage dishonesty and fraud on the 
part of the people effected to find ways and means— 
rightly or wrongly, to avoid this duty. This would also 
drive capital outside the country for investment in 
landed property there. Its worse affect would be to 
make wealthy people (Princes, etc.) to squander away 
their wealth recklessly and to fritter away their assets 
so as to avoid as much Estate Duty as could possibly 
be done. 

Question No. 102. 

Such a course cannot be recommended. This inquisi¬ 
tion into the history of property would be very repulsive 
and repugnant# The person who could say anything 
about it materially might be the one who has departed 
away. 

Commodity Taxes (Central and State). 
Question No. 137. 

General. —The successful operation of the Five Year 
Plan will raise the general standard of living of the 
masses. This will evidently mean larger consumption of 
articles already in use and bringing into use commodi¬ 
ties already not in use. This will affect taxation favour¬ 
ably. 

Question No. 138. 

Motor car is the instance most important of all. The 
other instances the articles listed in schedule II to the 
Sales Tax Bill (appended as Schedule II to the Note on 
‘The Rajasthan General Sales Tax Act’). 


PART V—OTHER TAXES 
Taxes on Motor and other Vehicles 
Question No. 168. 

Uniformity should be in the fixation of the ceilings 
which should not be pierced by any State (the ceiling 
fixed by the Motor Vehicle Taxation Enquiry Committee, 
1950, may be accepted). Wherever, the rates of taxes are 
lower than the ceilings fixed by the Taxation Enquiry 
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Committee, those may be brought to the level of the 
ceiling by the States, if necessary, but no abrupt rise 
in the rates should be effected. If increase is to be 
made it should be done by stages. 

The advocates of one tax policy already admit two 
taxes: (i) by the centre in the form of import duty on 
fuel, vehicles and their parts, and the other (ii) by in¬ 
dividual states in the form of the vehicle tax. These two 
taxes may perhaps do in cases of States which are 
financially well off. But in the case of States in the pro¬ 
cess of formation and whose finances are weak and un¬ 
certain and where all sources of revenue are being 
explored, local tax by Local Bodies, such as Municipali¬ 
ties, Panchayats etc., may be permitted; firstly because 
such States are not in a position to compensate for the 
losses that the Local Bodies are likely to suffer, if 
local taxes are discontinued and secondly these taxes 
have got tendency to increase to meet the development 
trend of local areas. It will simply be impossible for 
such States to make funds available to the extent they 
are now found and can be found in future by local 
taxation. 

Thus there will be three taxes (i) Import duty by the 
centre, (ii) Vehicle Tax by the State, and (iii) Local 
tax by Local Bodies. As regards (i) Major portion of 
the Revenue should go to the States. As for (ii) the 
whole amount should be credited to the State Road 
fund and the portion received under (i) should also 
be credited to the State Road fund. So far as (iii) is 
concerned this should remain the income of Local 
Bodies to meet their own requirements. ■ 

Question No. 169. 

Please see my remarks against item (168), 

Question No. 170. 

The question of Taxation Enquiry Committee’s re¬ 
commendation has been discussed at length by the 
Transport Advisory Council (on which .all States are 
represented including Rajasthan) in its 12th and 13th 
meetings. The proceedings thereof may kindly be read 
in this regard. 

Question No. 171. 

Bullock-Carts and Thelas in the Urabn areas may be 
taxed by Local Bodies at the rate to be fixed by them 
and Revenue so realised may be used for the mainte¬ 
nance of the Roads within their respective limits. Bullock- 
Carts of the rural areas which also use roads should 
also be taxed. It is suggested that road cess @ Re. 0-1-0 
per rupee of Land Revenue be levied and recovered by 
the Revenue authorities along with the Land Revenue 
and transferred to the State Road fund. 

Entertainments Tax 

Question No. 172. 

The rate of entertainment tax here is 25%. It is uni¬ 
form without any gradation or graduation, and it may 
be said that it is fairly heavy, and has reached the 
point of diminishing return. This was, at any rate, the 
view taken by a leading man in the line at Jaipur. 

As to the uniformity in the rate of levy, from the 
revenue point of view, it is not desirable. The tax 
under review is a State subject and to ^ary rates accor¬ 
ding to its budgetary position is the outlook of the 
State. It is a direct tax and satisfies to a certain extent 
the canon of ‘ability to pay’. Hence to impose any 
restrictions on the State for its levy would not be fair. 
Frpm the point of view of cinematograph industry, uni¬ 
formity in rates is very desirable. The film producers 
feel hesitant to hire film in the places where rates are 
comparatively higher. The matter should be left to the 
States and the Centre should not insist on uniformity. 

In the case of lower values of tickets, the levy should 
be greater and as the price of the ticket rises, the rate 
of entertainment tax may be lowered. This course 
would be in the interest of revenue. The visitors in 
the lower classes are far greater than in the higher 
one. In the case of former, the rate should be 25% at 
the lowest rung. It should go on progressively getting 
decreased and at the highest stage the rate applied may 
be reduced to 12£%. 

There are no modifications to be suggested in the 
levy of t'ajf. The tax is realised either by means of affixa¬ 
tion of revenue stamps or by numbering the tickets by 
machine. There is no third method known. 

Question No. 173. 

The principle to be followed may be the character of 
the entertainment and the object or objects to which 
the proceeds are to be applied. Acting on this, the 
exemption may be accorded to Educational films and 


for charity show. The exemption need not extend to 
cheap seats as the cinema addicts of the lower income 
group do not mind, the small incidence of tax. 

Question No. 174. 

It cannot be said that there is any significant evasion 
of entertainment tax. There are three classes of persons 
exercising, to their own interest, watch over each other 
—the owner of the cinema building, the person running 
it and the proprietor of the film. Each watches with 
keen vigilance the proceeds of the cinema show. The 
small leakage that takes place is either through the 
gate keepers who could let in visitors free of any tickets, 
or through complimentary tickets- issued. 

Evasion is so insignificant and by such means that 
it would not be worthwhile to think out measures to 
check it. Nor any estimate of loss of revenue could be 
made with any claim to accuracy. 

Collection is more desirable to be made by stamps. 
Question No. 175. 

The definition of ‘Entertainments’ is fairly comprehen¬ 
sive and all embracing. There is no scope for extension 
any more. The provisions for exemptions are sufficiently 
liberal. Its further extension is not recommended. 

Tax on the Consumption or Sale of Electricity 
Question No. 176. 

It may be adopted in all the States and may apply 
equally to consumers of energy for domestic purposes 
or industrial uses. To avoid hardship in both the cases, 
consumption upto certain unit reasonable one as to 
keep immune small consumers or small industries—may 
not be subjected to any levy. This tax may be parti¬ 
cularly recommended for industrialised States. 

Its major defect is that it acts harshly in the case of 
poor consumers where the unit charge is kept pretty 
high. For this purpose, exemption upto certain limit 
provides an effective remedy. An another charge that 
could be levelled against it is that if the unit charge is 
kept high, it obstructs the growth of small industries. 
For this again, exemption up to certain reasonable 
limit gives adequate relief. 

The defect from the constitutional aspect is that 
where this is a municipal charge, it gives them an easy 
tool to increase the rate to find more money regardless 
how the burden would be felt by the domestic or indus¬ 
trial consumers. 

Question No. 177. 

(a) No distinction need be drawn. The scale of rate 
should be progressive one and on slab system. 

(b) Consumers of energy of the value of Rs. 5 p.m. 
ana below may be kept immune from this impost. Above 
this figure a uniform rate on slab basis may be applied 
to all. 

Question No. 178. 

In order that the rate of duty may not be burden¬ 
some, users of small number of units for industrial 
purposes may be exempted. The reasonable limit for 
the purpose may be fixed as Rs. 25 p.m. 

Question No. 179. 

In cases of sale of electricity by Government under¬ 
takings, there is no question of levy of any tax on the 
sale of electricity, but where supply is made by private 
undertakings, the levy of this impost is quite justified, 
otherwise the observations made above should hold 
good. 

Question No. 180. 

Uniformity is uncalled for. The economic conditions 
of every State widely differ. Where the consumers are 
generally middle and lower class of people and "the 
industries are yet in a primitive stage, the incidence 
should be kept as low as possible. In economically 
advanced States or those peopled by well to do classes, 
the incidence might be kept comparatively higher. 

Finally it may be added that whether this impost 
may be levied on the use of electricity or on its sale, 
it has a good feature being a tax satisfying the princi¬ 
ples of ‘ability to pay’ and ‘easy and cheap in collection’. 

Question No. 181. 

Betting and Prize Competition Taxes .—There is no 
Betting & Prize Competition Tax as yet introduced in 
the State of Rajasthan and hence no useful comments 
can be offered. 
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On flat rate of levy at 10% of sums paid seems com¬ 
mendable. 

As no race meetings take place in the State of Rajas¬ 
than, no evasion could possibly come to notice and 
hence no measures to combat it could be offered. 

Question No. 182. 

Dog racing is the only instance in view. 

Question No. 183. 

There is no Prize Competition Tax in the State of 
Rajasthan and in absence of any practical experience, 
nothing of any useful value could be said in regard to 
introducing uniformity of rate in the State or to pre¬ 
vent evasion or avoidance of tax. To extend the tax to 
cross-word puzzles would not be desirable. This would 
be a tax on mental exercise or on a hobby which both 
the poor and rich can equally indulge in. 

Question No. 184. 

The only other tax that could be strongly recommend¬ 
ed would be tax on marriages. In the first instance it 
should be at a uniform rate and later on graduated 
according to the quantum of dowry. 


PART VI—LOCAL TAXATION 
Question No. 185. 

No. The system of local taxation in India is generally 
not satisfactory and the need for improvement is felt 
in all the quarters. The major defects are mostly due 
to Constitutional or legal 'difficulty and partly due to 
the actual operation of the system. Constitutional or 
legal in the sense that certain items which appear in 
the Union List of the VII Schedule of the Constitution 
should appear in the State List. So far Rajasthan is 
concerned it may be stated for example that several 
integrating units had imposed terminal tax which now 
appears in the Union List. If status quo is to be main¬ 
tained, it is not possible for the Local Bodies to increase 
or decrease or amend those taxes nor is there any 
Law at present in force under which these could be 
regularised. Some of the Municipalities which now 
desire to increase 4heir revenue are at a loss to do 
any thing in the matter. Similarly there are a number 
of taxes in force in municipalities of the Covenanting 
Units which were not imposed under any law but were 
sanctioned by the former States and since they have 
no sanction of the Law Writ Petitions are filed by the 
public and those taxes are suspended and Local Bodies 
are placed in financial difficulty as it takes lot of time 
to get new taxes imposed. Quick decision is, therefore, 
to be taken by the Parliament with regard to Terminal 
Tax as to whether it should continue to remain in the 
Union List or to be transferred to State Government. 

Another difficulty in actual operation of this system 
is that Local Bodies are at present free to impose any 
of the taxes mentioned in the Acts with the result that 
one Local Body imposes a tax and the neighbouring 
Local Body does not impose the same. This creates dis¬ 
location and affects trade and commerce of the locality. 
It is natural that if a commodity is being taxed at one 
place and is free from the same tax in the neighbouring 
town, naturally the established trade will be dislocated 
and will find its way to the place where there is less 
or no tax. The only possible solution would be that 
freedom of possible solution would be that freedom of 
imposing taxes given to Local Bodies is to be restricted 
to a great extent and State Government should take 

E ower under the Law to impose uniform taxes in all 
ocal Bodies except .Service taxes. This would minimise 
the chances Of affecting Trade and Industries in the 
State. A number of taxes for example, tax on succession 
of property. Estate Duty Tax, tax on sale of Newspapers, 
included in the Union List are actually being collected 
from the areas administered by Local Bodies, whose 
finances are not at all satisfactory and whose develop¬ 
ment cannot be achieved unless proportion of income 
derived from these taxes by Centra} or State Govern¬ 
ment is given to them on some basis. Items Nos. 87, 88, 
89 and 92 appearing in the Union List may either be 
transferred to State List or the laws relating to these 
subjects may be amended and a portion of the Income 
may be allocated to Local Bodies. This would really 
relieve them from the financial stringency which is the 
root cause of their backwardness. 

Question No. 186. 

Yes! To some extent the Constitution is also responsi¬ 
ble for the inadequacy of finances in Local Bodies 
which are unable to raise enough funds required for 
their development as stated in the answer to question 
No. 185. It would be appropriate that the Local Bodies 
may be given power to impose taxes on the succession 
of property, Estate Duty, Sale or purchase of News¬ 
papers, Advertisement tax, Terminal Tax on goods or 


passengers carried by railway or road. These subjects 
are at present included in the Union List. It is suggested 
that these items be either transferred to State List or 
if this is not considered feasible, parliament may be 
moved to amend the existing laws or the subject and 
allocate reasonable share out of the proceeds from these 
heads to Local Bodies on the basis of population, al¬ 
though it would be more appropriate to include these 
items in the State List as they are particularly suitable 
for Local Taxation. Recommendations of the Local 
Finance Enquiry Committee that “Terminal Tax 
on goods or passengers carried by railway, sea or 
air should be transferred from Union list to State list” 
is a very valuable suggestion so far Local Bodies are 
concerned. In Rajasthan at least l/4th of the municipal- 
ties are at present dependent jipon Terminal tax and 
if it is taken away from them, they would find it very 
hard to find other sources as imposition of new taxes 
are resented highly by people. 

Question No. 187. 

So far as Rajasthan is concerned, the question of 
Corporation does not arise as there are no such big cities 
where Corporations Can be established. In Rajasthan 
there are District Boards, municipalities and village 
Panchayats. For District Boards, a cess of land revenue 
is most suitable tax as it can be estimated and collected 
, more conveniently through the agency of Revenue De¬ 
partment of the State. Moreover Rajasthan is primarily 
an Agricultural area and as such this is only the good 
way of getting fairly good revenue for these Local 
Boards. As regards municipalities, the primary consi¬ 
derations in judging the suitability of a particular tax 
for the purpose of local taxation are very well known 
to those who are connected with local taxation. So 
far Rajasthan is concerned, municipalities have been 
given power to impose taxes on land and buildings, 
animals, vehicles, goods imported for consumption, tax 
on amusements, Sanitary cess, tax on profession and 
trade, Water rate, Lighting rate, tax on shop, tax on 
business and others. The primary consideration in allow¬ 
ing these taxes is to raise adequate funds for these 
municipalities f for meeting necessary expenses of the 
Board required for discharging their functions, from 
those who make use of the facilities and the services 
rendered by the Municipalities. 

Question No. 188. 

So far as Rajasthan is concerned, Local Bodies are in 
their infant stage. Further devolution of powers is not 
advisable at this stage and as they are found to resort 
to their rise very often. For example in the matter of 
taxation the Local Bodies in this State have not tried to 
use their full powers given to them by the Rajasthan 
Town Municipalities Act. On the contrary they have 
been resorting to reduce taxes already imposed and 
they have been approaching the Government so often 
in this respect. They have also been found to resort to 
unlawful means in the sense that without prior sanc¬ 
tion of the competent authority some of them had 
reduced taxes already imposed, making it difficult for 
the State Government to restore them back. 


Question No. 189. 

As already indicated in answer to' question No. 188 
the question of further devolution does not arise for 
the time being. In Rajasthan this question will arise 
only when Local Bodies have fully utilised.the powers 
of taxation already given to them. 

Question NA. 190. 

So far as Rajasthan is concerned there is one tax in 
existence which is considered not suitable. This tax is 
known Kharda lag and is in existence in some of the 
Municipal Boards of former Jodhpur Unit. The tax is 
being slowly replaced by Octroi. 

Question No. 191. 

So far Rajasthan is concerned, sanction of the State 
Government for imposing, amending, reducing, increas¬ 
ing a particular tax is necessary, under the law. If this 
power is transferred to Local Bodies, this would not 
work satisfactorily as the sense of responsibility in Local 
Bodies, has. not been found to the extent it is desirable. 
It has been found that when the term of a Board is 
going to expire, the Board makes , an attempt to reduce 
the texisting taxes so that they may get votes in the 
next election. This sort of practice by the municipalities 
in this State indicates that they have no public sense. 
In the circumstances if they are given powers to impose, 
reduce, suspend, amend etc. it is likely to be misused 
and also likely to put the Local Bodies concerned in 
a very awkward position. Some of the very responsible 
municipalities in this State have been insisting from 
the time they came in existence not to impose and tax 
and they have been insisting that the State Government 
should meet all their expenses and has put the State 



Governmental! a very awkward and embarrassing posi¬ 
tion They have also not paid huge arrears of Electric 
& Water Supply bills of State Departments. Thus it 
would be seen that if any such step is taken to give 
them this power, instead of having good results it may 
have very bad results. 

Question No. 192, 

Tn Raiasthan State, Government has not made any 
taxes compulsory for any of the Local. Bodies except 
the cess for District Boards. Local Bodies are free to 
select for themselves -suitable types of taxes and they 
are free to fix up the rate by themselves and therefore 
it may be said that in Rajasthan there is no such diffi¬ 
culty Whenever any Lojal Body wants that a particular 
tax should be imposed, on account of hasuitability, they 
may. impose such a tax with the consent of the State 
Government. The consent of the State Government is 
more or less a formal affair and is normally granted 
unless it is likely to affect the breach of peace, or comes 
in conflict wilh other laws. 

Question No. 193. . 

(A) So far as Rajasthan is concerned the powers men- 
tioned in (!) to (v) have been given to Municipalities 
and in the District Board Act which is to come shortly, 
this power has also been given. 

(B) (i) No such conditions have been fixed by the 
Government fixing the minimum rate for any tax so 
far. 

(ii) Maxlmums have been fixed only in the case of 
octroi and for no other tax. 

(iii) No conditions have been imposed so far. 

(iv) No conditions have been imposed so* far. 

(C) In Rajasthan following provisions exist with re¬ 
gard to Municipal Boards exemptions for imposition of 
tax on buildings and lands, toll tax, tax o^i vehicles and 
animals, sanitary cess and other taxes in exceptional 
cases with the sanction of the Government: 

“No tax of any kind imposed as aforesaid shall be 
leviable in respect of any building or part of a building 
used or intended for the occupation of the Rulers of 
the Covenanting States or the members of their family 
or for the location of the establishment of such Rulers 
or members, or in respect of any vehicle, animal or 
other property belonging to such Rulers or members. 

“No toll shall be leviable in respect of any vehicle 
used for the passage of troops or the conveyances of 
the property of the Rulers of the Convenanting States 
or members of their family or of Government stores or 
of any other Government property or for the passage 
of military or police officers on duty or the passage or 
conveyance of any person or property in their custody. 

“The Government may by order grant and define other 
exemptions in exceptional cases from payment of tolls 
or other taxes imposed under this Act.” 

“No tax shall be leviable in respect of a horse, being 
registered charger of the officers of the Rajasthan forces 
or of the Indian Army or in respect of one bicycle and 
one horse kept by the members of the Rajasthan Police 
Force for the performance of their official duties.” 

“No special sanitary cess shall be leviable in respect 
of any private latrines, premises, or compounds, unless 
and until the Municipal Board lias, (i) made provision 
for the cleaning thereof by manuar labour or for con¬ 
ducting or receiving the sewage thereof into municipal 
sewers, 'and (ii) issued either severally to the persons 
to be charged or generally to the inhabitants of the 
municipality or part of the municipality to be charged 
with such cess, one month’s notice of the intention of 
the Municipal Board to perform such cleaning and to 
such cess.” , 

(ii) In Rajasthan there is no distinction between one 
category and other category of local body for imposition 
of tax on a higher or a lower rate. The Municipal 
Boards are free to impose all taxes upto any limit 
except in case of octroi for which a maximum rate- for 
each articles has been fixed: Similarly maximum rate 
has been fixed for District .Board Cess. 

(iii) In Rajasthan no such restrictions for imposition 
of any particular tax have been imposed. 

Question No. 194. 

In Rajasthan there are no concurrent and overlapping 
powers exerciseable by the State Government and the 
Local Bodies in respect of taxes except in case of 
licences issued for the Minor Factories. Under the 
existing law, the Municipal Boards are empowered to 


i«up licenses for minor Factories. But the Industries 
and Commerce Department of the Rajasthan Govern¬ 
ment has also recently started issuing hcenses fat the 
minor Factories through the agency of District Officers. 

Question No. 195. 

(A) Yes There is defective fiscal and administration 
co-ordination between some of the local taxes and allied 
State taxes. Fallowing are some of the instances. 

(i) In Rajasthan most of the articles are subject to 
customs duty by State Government on import and the 
raSe articles are subjected to Octroi by Local Bodies. 
Moreover the same person has to pay tax twice at two 
places simultaneously as there is no co-ordination bet¬ 
ween the Customs Department of ^eftate and Local 
Bodies This leads to unnecessary delay and harass 
ment to the Traders. If both the taxes were realised by 
“ „ aeencv there would be less inconvenience to the 
public® Moreover® the rates of octroi differ from one 
municipality to other resulting in dislocation of trade. 

If for instance one municipality has imposed octroi on 
Gur and another municaplity in the neighbouring has 
not imposed any tax on Gur, the trade of this commo¬ 
dity in the municipality which has imposed octroi tax * 
will shift in course of time to its neighbouring market. 

(ii) On certain articles taxes are imposed by the Cen- 
tral Government, State Government and Loral Bodies 
e a Central Excise Duty is collected on petrol. Again 
custom duty is imposed by the State Government and 
along with customs duty State Government has also 
imriosed very heavy taxes on motor vehicles on their 
seating capacity or loading capacity and the Municipa¬ 
lities also levy octroi on petrol, motor parts and motor 

vehicles and so on. Again toll tax is al ^ hl je i^will 
motor vehicles by some Local Bodies Thus it wii 
be seen that petrol is taxed at 3 places and the 
Motor vehicles which consume this a ^ lt ' 1 ® a 1 re B a ff es 
taxed by the State Government and the Local Bodies. 
The transport system thus gets a wmyheavy. 

Difference in price of petrol from State to State it 
examined would show how adversely the transport is 
effected. In such cases where the Central Government, 
State Government and Local Bodies impose taxes on the 
same commodity it would be better if the tax is col¬ 
lected at one place and distributed proportionately on 
population basis between State Government. Local Gov 
ernment and Central Government. 

m) Yes. From the illustrations stated above under 
(A) it would be clear that staff is maintained by the 
Central Government; State Government and Loral 
Bodies for collection of these taxes and if. tax is im¬ 
posed only at one place, duplication of staff existing at 
present can be reduced to considerable extent. As 
regards harassment to the tax-payer there can be no 
two opinions that he is really harassed. Every importer 
in Rajasthan is to waste considerable time at Customs 
Out-posts as well as at Octroi Out-posts. 

Question No. 196. 

Almost all the aspects have been covered by the 
questionnaire. There are no further suggestions to be 
made. 

Question No. 197. 

(i) Most of the taxes levied at present by municipa¬ 
lities in Rajasthan are of the nature of indirect taxes 
and unless direct taxes are imposed by thein it would 
be hardly possible to maintain any proportion between 
the tax-revenue and the non-tax revenue other than 
Grants-in-aid. 

(ii) There need not be any relation between the 
amount of Grant-in-aid and the tax revenue. Grants- 
fnraid should be for specific purposes and a proportion 
may be fixed by Government that so much percentage 
will be given as Grant-in-aid for specific purposes and 
leave the matter of detailed adjustment to Local Body. 

Question No. 198. 

Of course. Local Bodies do fail to make full use of 
the tax resources available to them and we do agree 

that they should make full use of the S et Govern” 
the initial stages this is not possible. The State Govern 
• ments should, therefore, fix up a time limit , before 
stopping grant-in-aid saying that beyond certain date 
the block grants would not be continued unless Local 
Bodies have tapped all resources. 

Question No. 199. 

In Rajasthan there is not a single Local Body which 
has so far made full use of the tax resources available 
to it and as such it would serve no useful purpose if 
additional power of taxation is transferred to them 
merely to equip them with additional resources. It has 


been found that during the recent years after the fonr 
tion of Rajasthan, imposition of new taxes by Lo 
Bodies is a very difficult task because the existing ta:— 
like customs duties which are not levied in Part ‘A’ 
States are easy excuse to the public in making agita¬ 
tion against the new taxes. Thus alternative No. (i) 
would not be, feasible in Rajasthan. Alternative No. (ii) 

(a) or (b) would be most welcome as the political situa¬ 
tion in the State is averse to taxes imposed by Local 
Bodies. If, therefore, the State Government assigns a 
portion of tax or taxes collected by it to Local- Bodies 
exercising no responsibility in respect of theiax or taxes 
or with the Local Body exercising responsibility of 
different degrees (e.g .' assessment, collection etc. would 
be more welcome. 

As (regards Grants-in-aid, Local Bodies too welcome 
them in any form—be it block grants or grants for 
specific purposes. In class (i) and (ii) Sales Tax, sur¬ 
charge on electric consumption, performance tax etc. 
are some of the taxes in view which may be considered. 

Similarly Entertainment Tax which* is at present being 
collected by Local Bodies may be collected by the State 
Government on uniform basis and transferred to Local 
Bodies after deducting collection charges. At present 
the rates of Entertainment tax vary from place to 
place and method of collection by Local Bodies is also 
not very satisfactory. , 

Terminal tax may also be collected through Agency 
of State Department and transferred to Local Bodies. 

Question No. 200. 

Yes. The contention is true and there is need . .for 
correlating the different taxes imposed by the Union 
Government, State Government and Local Bodies. The 
simplest possible scheme to implement this is to stop 
the taxes imposed by , State Government and Local 
Bodies and the rate of taxes imposed by the. Central 
Government may be increased and the proceeds may 
be shared by the Central. Government, State Government 
and Local Bodies on population basis. For the purpose 
of assessing the tax it would be better if it is imposed 
on annual rental value. 

Question No. 201. 

We would prefer annual rental value as the basis. 
We do not agree to the recommendations of Local 
Financing Enquiry Committee in toto. We agree to the 
first portion that '“there should be no change from the 
well-tried basis of rent to the more or less uncertain 
basis of capital value". But we do not agree with the 
2 nd portion where they have recommended that “where 
municipalities are actually adopting capital value as the 
basis and there is no complaint that basis may con¬ 
tinue”. Because this would again mean continuing un¬ 
just methods. We would suggest that even if some of 
the municipalities may be actually realising on the basis 
of capital value, they may with a little inconvenience 
change over to the well tried system of rental value 
basis; 

Question No. 202. 

We do not share the views expressed by the Local 
Financing Enquiry Committee. From our experience 
we And that Local Bodies are mostly reluctant to im¬ 
pose direct taxes. It is, therefore, suggested that State 
Government may levy Urban Immovable Property Tax 
on uniform basis throughout the State and Urban 
areas and transfer a reasonable share to Local Bodies. 
As; regards exemptions only charitable institutions like 
museums, Hospitals, Sarais, Dharamshallas, Public 
Parks, Schools, Gurudwaras, Children Parks and other 
Play Centres etc. may be exempted. The rate of levy 
should be uniform and the basis should be annual ren¬ 
tal value. 

Question No. 203. 

We are of opinion that no exemptions should be per¬ 
mitted how-so-ever low the rental value may be, because 
if such exemptions are allowed, lot of complications 
would arise in actual working out of the details. Chari¬ 
table and Educational Trusts should be totally exempted 
but Co-operative Housing Societies need not be exempted, 
they may, however, be given Some remissions. As 
regards remissions for vacancies, the owner of such 
houses may be given remission of the tax if the house 
remains vacant for period of six months or more. As 
regards new buildings there are no two opinions about 
the fact that there is great demand for houses. The 
requirements of houses in the country has been examin¬ 
ed by the Environmental Hygiene Committee which has 
reported that there is a great dearth of houses in the 
country .and it is very difficult to get pace with the 
increasing population. It would not be, therefore, un¬ 
fair if exemptions are granted for new houses for a 
period of first five years. 

29—a T. E. Com. Bom. 


Question No. 204. 

Property tax should not be progressive. If it is made 
progressive, it would lead to fragmentation of even 
existing buildings and would lead to its necessary evils 
which need not be enumerated here. There will be lot 
of Benami transactions. Moreover capitalists would 
stop investing in big beautiful buildings. 

Question No. 205. 

If, State Government does not impose property tax 
directly municipalities and Corporations alone should be 
empowered to levy property tax. Village Panchayats 
and District Boards should not be permitted to levy 
these taxes. As regards extent, power and condition 
attached thereto, to be given to Local Bodies, this mat¬ 
ter is of policy to be decided by the Government. 

Question No. 206. 

The machinery for assessment should be impartial and 
free from party pulls. The State Government should 
organise the machinery for assessing the property tax 
under its administrative control and that the final assess¬ 
ment list should be given to Local Bodies for collection 
as the State Government would not like to collect 
tax directly. 

Question No. 207. 

Service tax, e.g,. Water lighting, drainage, conser¬ 
vancy etc. should bear certain proportion with general 
property tax and should bp collected along with it. Its 
maximum rates chargeable by the Local Body should 
be fixed by the State Government. The Railway pro¬ 
perties, Port-trust properties and other properties of 
Union Government and State Government should not 
bp made exception to the general rule, that is to say, 
they should also be subject to service tax to the extent 
other public properties are subjected. 

Question No. 208. 

The system of Local fund cess, namely the cess on 
land revenue collected by the Revenue Administration 
and handed over to Local Bodies is not altogether satis¬ 
factory and needs certain improvement. The only machi¬ 
nery through which the District Board Cess can be 
realised, can be the Revenue Administration through 
which Land Revenue of the State is realised. The cess 
is on the Land Revenue and it is very easy for the 
Revenue. Administration to realise the amount of cess 
along with the Land Revenue. No other procedure seems 
to be feasible. Cases have come to notice that the Land 
Revenue is realised by the Revenue Administration 
while no attention is paid towards realisation of Local 
Fund Cess and there is no other machinery with the 
District Board to control over this ' realisation. It is 
suggested, therefore, that the District Board Cess should 
be treated as Land Revenue for purposes of collection 
and District should be given 1/17 portion of the total 
collections without going into the question whether cess 
from a particular tenant has been collected or not. 
State Government should take the responsibility of 
entire collections. 


Question No. 209. 

Terminal tax should be preferred to Octroi for the 
following reasons:— 

(a) Terminal tax is more convenient to realise as it 
is levied generally on the goods brought through Rail¬ 
way and is collected on R/R while octroi is realised at 
different out-posts around the city. 

(b) A large number of staff is required for realisation 
of octroi whereas the terminal tax is usually collected 
by the Railway staff on normal commission. So there i& 
economy in collection. 

(c) Octroi may be evaded by tax-payers whereas 
there is no scope of evasion in collection of terminal 
tax. 

(d) Octroi is realised on goods brought within Muni¬ 
cipal limits and there is always a provision of refund 
on these goods which are exported from local limits, 
whereas in terminal tax there is no such provision and 
once goods are brought within local limits are to be 
taxed. 

(e) It is convenient for the tax payer to pay terminal 
tax than to pay Octroi.. 

(f) Incidence of Terminal Tax is always lighter than 
Octroi. 

(g) Through Terminal Tax is on import in Rajasthan 
it is allowed to be levied pn export also in cases where¬ 
as octroi cannot be levied off export. Terminal Tax is 
tax on all articles and not merely on import of articles 
of local consumption like octfoi. 



220 


(h) In octroi owing to the necessity of entrusting 
less discretionery power to subordinate and low paid 
agency provides opportunities for fraud, corruption 
and delay in operation and is very expensive against 
terminal tax system. 

Under the above circumstances Terminal Tax should 
be preferred to Octroi, of any desirable form of com¬ 
bination of terminal tax and octroi. There is a constitu¬ 
tional difficulty in imposing the Terminal Tax by Local 
Bodies. Under the Constitution of India Terminal Tax 
has been declared as Central Subject under item 8? of 
Schedule VII and as such Local Bodies cannot impose 
it. It is suggested that this subject may be transferred 
to State List. 

Question No. 210. 

No. The Local conditions in Rajasthan do hot warrant 
the abolition of the existing Terminal Tax or the Octroi 
duty . Out of the two, Terminal Tax would certainly 
be more suitable but in the absence of laws on Terminal 
Tax, Octroi will have to continue. The 2nd part of the 
Question does not arise. 

Question No. 211. 

The prevailing form of octroi is not satisfactory and 
it is not full of defects as mentioned in answer to ques¬ 
tion No. 209. This form of Local Tax should be substitut¬ 
ed by Terminal Tax but unless the tax is transferred to 
State List, it is not possible for the State Govern¬ 
ment to impose Terminal Tax. Even if Terminal Tax is 
imposed, it is suggested that it should be realised 
through the Railway agency on commission basis. 

Question No. 212. 

In this connection model bye-laws approved by Gov¬ 
ernment are reproduced below. These will show the 
views of the State Government: 

<i) The Municipal Board may provide a bonded 
warehouse for the custody of goods which may be 
deposited under rule 7 supra. 

(ii) It shall be open for transaction of business from 
7 A.M. to 10 A.M. and 1 P.M. to 5 P.M. daily except 
on Sundays and Holidays authorised by the Chairman. 
Arrangements shall however be made by the officer-in- 
charge of the warehouse for dealing with perishable 
articles such as betel leaves, etc. on such days and also 
other articles under special circumstances. 

(iii) Any importer depositing goods in the bonded 
warehouse shall, unless the octroi has, previous to 
weighing, counting or appraising, ascertained the 
amount of octroi payable thereon give a declaration in 
the form appended. 

(iv) A receipt in prescribed form shall be given by 
the offlcer-in-charge of the warehouse for all goods 
deposited in the bonded warehouse and a register of all 
such goods shall be maintained in the form prescribed. 
It is the duty of the depositor to obtain a receipt for 
the articles deposited by him. Then Octroi Department 
is not responsible for any goods left at the premises and 
not covered by the receipt. 

(v) If the depositor does not himself take delivery 
of the articles deposited in the bonded warehouse, he 
must endorse on the receipt of a request for delivery to 
the person to whom he wishes it to be made and if the 
receipt is not produced, the delivery of the goods may, 
at the discretion of the office-in-charge of the warehouse 
be withheld until the person entitled in his opinion to 
receive the same has given an indemnity bond to the 
satisfaction of the said officer. 

(vi) Any person who has deposited goods in the 
bonded warehouse may break bulk or change the pack¬ 
ing thereof on application to the officer-in-charge or 
may, on paying full dues thereon import such goods 
into the Municipal limits covered by a permit or may 
export such goods free covered by a transit pass in 
prescribed form. Provided that new packages covered 
by such pass shall, if possible and before they are taken 
from the warehouse, be stamped by the officer-in-charge 
so as to show that they are under bond. 

(vii) No goods shall be allowed to leave the bonded 
warehouse until storage fees have been paid thereon 
as under: 

(A) Goods shall be allowed to remain 24 hours free 
of charge. 

(B) After that period, rates as noted below shall be 
charged for a week or portion thereof:— 

1. Articles other than cloth bundle»3?|6 pies per bag per day. 

2 . Cloth bundles . • « « 2 annas per bundle per day. 

3. Kerosene oil and petrol . , 1 pie per tin per day.] 


(C) Double these rates shall be charged after a week 
provided that the Chairman may, in his discretion, 
allow a reduction in or exemption from such rental 
rates. ■ 

Note.—T he storage fees arc distinct from the octroi levied on goods. 

(viii) All goods, remaining uncleared or unclaimed for 
a longer period than three months, Shall be sold to the 
highest bidder in public auction, provided that before 
selling such goods, notice of the fact shall be pasted 
at least seven days before the date of such sale at the 
bonded warehouse and provided that the goods shall 
be sold earlier when the storage fee are likely to exceed 
their value. 

(ix) In the case of perishables, the goods shall be 
sold after 48 hours of their receipt with or without any 
notice of sale being given to the importer. 

(x) The Municipal Board shall not be responsible for 
any damage that may be caused to goods deposited 
in the bonded warehouse while such goods are being 
passed into or out of the warehouse or while they 
remain therein, unless such damage is proved to have 
been caused by the wilful neglect of the warehouse 
keeper or other person charged with the safe custody 
of goods. 

(xi) When any goods are sold under rule 17 the sale 
proceeds shall be credited to the Municipal Funds in 
payment of duty and storage fee due in respect thereof, 
provided that if the amount realised by the sale exceeds 
the amount so due, the balance shall be kept in deposit 
for six months and any claim for such balance received 
during that time shall be duly considered by the Chair¬ 
man. At the expiry of six months and after all claims 
received during that period have been duly disposed of 
the balance shall be credited to the Municipal Funds. No 
claim shall be admitted after the said period of six 
months except with the special permission of the Muni¬ 
cipal Board. 


Question No. 213. 

The basis of assessment of octroi should be by weight 
It will avoid procedural delays and difficulties in assess¬ 
ing the rates on ad valorem basis. It is always easy 
to collect the octroi on the basis of weight than on ad 
valorem. Each article of octroi can be classified in 
different categories to fix the rate of tax. 

Question No. 214. 

Yes. 


Question No. 215. 

Yes; as suggested in reply to Question No. 195 above. 
Question No. 216. 

So far Rajasthan Government is concerned the State 
Government is already levying tax on Motor Vehicles 
under Motor Vehicles Taxation Act and Local Bodies 
have been debarred from imposing any tax on Motor 
Vehicles under section 21 of the Motor Vehicle Taxation 
Act. It is suggested that proper share of the tax realised 
by State Government should be transferred to Local 
Bodies. 


Question No. 217. 

Yes, Pilgrims Tax may be more widely adopted. In 
Rajasthan it is not possible to device a tax on floating 
population unless custom duty is abolished. 

Question No. 218. 

So far Rajasthan is concerned it is not feasible. 
Question No. 219. 

(a) In Rajasthan Municipalities have already been 
given power to impose taxes on animals, vehicles etc. 
and as such no further comments are necessary. 

(b) ‘Toll Tax' is only suitable for Local. Bodies where 
the income from Terminal Tax or octroi is inadequate 
but in no case it should be a State tax, as it is a very 
cumbersome type of tax where passenger and goods 
have to be held up on road side for long time. 

Question No. 220. 

Local Bodies in Rajasthan have not yet imposed pro¬ 
fession tax. This is possible only where are big indus¬ 
tries in existence. Rajasthan is too poor in this respect 
and as such even the limit of Rs. 250 per annum is 
considered high. Second part of the question does not 
arise for the present. 
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Question No. 221. 

At present the entertainment tax in the State is realis¬ 
ed from the spectators. The owner of the Cinema or 
Theatre do not pay any tax. As such it is advisable that 
some- sort of tax should also be charged for each from 
Cinema or Theatre owners or operators etc. 

Question No. 222. 

(Opinion of the Secretary, Urban Improvement Board 
may kindly be invited.) 

Question No. 223. 

Following taxes may be considered for Local Taxa¬ 
tion :— 

(i) Marriage Tax. 

(ii) Tax on Loud-speakers. 

(iii) Transfer of property tax (sales tax on immova¬ 
ble property). 

(iv) Share in estate duty tax. 

(v) Share in the Income-tax. 

Question No. 224. 

In Rajasthan Local Bodies appear to be reluctant to 
utilise the tax resources to the full extent and as such 
their income is not satisfactory. It is suggested that 
State Government should make certain taxes compul¬ 
sory which are at present optional and in case the 
Board fails to realise the tax, the State Government 
should impose them. 


Question No. 225. 

In Rajasthan there is no house tax at present. How¬ 
ever, certain Local Bodies are attempting to impose 
House Tax. But the method of assessment and collec¬ 
tion of this tax is the same as that in other States. It is 
suggested a Central Machinery for assessment should 
be provided by State Government as per recommenda¬ 
tions of the Local Finance Enquiry Committee. As 
regards collection of this tax the machinery for collec¬ 
tion needs improvement. So far as the indirect collec¬ 
tion of taxes is concerned, a strict supervision and 
checking is necessary. 


Question No. 226. 

The main problem for Part ‘B’ State is the existence 
of Custom Duty which is not prevailing in Part ‘A’ 
States e.g. people of Rajasthan pay about 4 crores as 
Custom Duty. If this duty is abolished it is hoped that 
all other taxes will be imposed by Local Bodies. At 
present any imposition of tax is highly resented. 


Question No. 227. 
No. 


Question No. 228. 

To some extent it is only possible in Village Pan- 
chayats and in District Boards to accept manual labour 
as contribution towards part or whole payment of an 
existing tax. 



SAURASHTRA 

Memoranda submitted by the Govt, of Saurashtra to the 
Taxation Enquiry Commission 

MEMORANDUM I 

General Note on State Taxation 


In dealing with the trends and changes in the bud¬ 
getary position of the State, it will be convenient to 
divide the analysis into three periods viz : (I) Period 
before the political integration of Saurashtra, (2) 
Period after the political integration upto the time of 
the Federal Financial Integration and (3) Period after 
Federal Financial Integration. 

2. It must be mentioned that so far as the first period 
is concerned, the data available is necessarily sketchy, 
but it can be safely stated that the former States 
leaned heavily for their revenues on the customs, both 
land and sea and on Land Revenue. Substantial re¬ 
ceipts were also derived from commercial undertak¬ 
ings, the principal item of which was the State-owned 
Railways. 

3. The following table gives the total revenue of the 
different States for 1946-47 in illustration of the 
foregoing remarks :— 

(Rs. in lakhs). 

A—Principal Heads of Revenue— 


(a) Customs (Land and Sea) 

• 

• 162-75 

(b) Central Excise • 


• • • 

(c) Taxes on Income 

... 

21-18 

(d) Salt 

. . • 

7-41 

(e) Land Revenue 

(1) 322-06 

(2) I50-00 

47a-06 

(f) State Excise 

• • • 

25*56 

(g) Stamps • 

• 

• 10-15 

(h) Forest 

• . . 

6-i6 

(i) Registration 

• • • 

, . . 

(j) Receipts under Motor Vehicles Act 


(k) Other Taxes and Duties 

• 

• 26-59 



731-86 

B—Railways .... 

. . 

. 130-07 

C—Irrigation • 

. 

* 7 * 

D—Posts & Telegraphs 

. 

. 1-6a 

E—Debt Services 

. 

• 98-77 

F—Civil Administration 

. 

• 56-58 

H & I—Civil Works and Electricity Schemes 

. 38-27 

J—Miscellaneous 

. 

49-00 


Total 

1096-82 


4. In the second period significant changes in the 
revenue position of the State were caused firstly on 
account of the surrender of Customs rights in respect 
of the Saurashtra Ports. The loss of this expanding 
source of revenue on this account was made up by 
grant of compensation from the Government of India. 
Another major change was in regard to the Land Re¬ 
venue assessment. Land Revenue was and is the 
largest single item of revenue and this source is also 
the one which has been affected most by changes in 
the constitutional structure of the State. Different types 
of tenure and assessment prevailed in different areas 
of Saurashtra. Some Khalsa villages were assessed to 
cash assessment while in others crop share system 
prevailed. In a number of cases even though the assess¬ 
ment itself was high, surcharges were levied. The cash 
assessment also varied from area to area. After inte¬ 
gration the State left intact the assessment in those 
villages where it was being recovered in cash before 
integration whatever its relative proportion to the 
neighbouring areas in Bombay, surcharges being 
abolished. Also with a view to rationalise the assess¬ 
ment system, the crop share system where it prevailed 
was substituted by cash assessment. This assessment 
was necessarily lower than the crop share and the con¬ 
version alongwith the abolition of surcharges resulted 


in a loss of revenue of about Rs. 125 lakhs. Despite 
this the fact remains that Land Revenue is not uniform 
in Saurashtra and the average assessment is higher 
than in any other State in India. 

5. A third significant change ■ was the abolition of 
internal inter-State custom duties and various Lagas, 
Veras and Letries. In order to make up these losses 
and with a view to replace the archaic feudal tax 
structure by modern rationalised taxation system, the 
State Government introduced Income-tax (with lower 
rates than those of the Centre), Excise duties on Mat¬ 
ches, Vegetable Oil Products, and Cloth and other' taxes 
such as Motor Vehicles Tax, Motor Spirit Sales Tax and 
Entertainment Tax. In introducing new taxes, the 
principle of gradualness was accepted because of cir¬ 
cumstances peculiar to the situation. 

6. The revenue position of the State underwent fur¬ 
ther changes with the completion of the Federal Finan- 

. rial Integration Agreement with the Centre whereby 
all federal sources of revenue were made over to the 
Centre. The State Government also agreed to abolish 
in stages the export duties on Indian internal trade 
by sea and land. This abolition occasioned a loss of 
about Rs. 85 lakhs. To compensate for transfer of 
federal sources of revenue to the Government of India 
the latter agreed to give a Revenue Gap grant on basis 
of an agreed formula. The quantum of the Revenue 
Gap grant for the first five years has been fixed at Rs. 
275 lakhs and thereafter the grant will diminish from 
year to year. After 1960-61 there will be no Revenue 
Gap grant but the State will be entitled to its share of 
divisional pool of Central taxes. In order to make up 
the losses consequent upon the Federal Financial Inte¬ 
gration and also with a view to provide resources for 
the development expenditure, the State Government 
introduced in 1950 a tax on sale of goods at the rate 
of half an anna in a rupee on 12 selected items. The 
sales tax legislation was revised in 1952, and a general 
single point sales tax was brought in force on all goods 
excluding certain specified articles which were made 
taxable at one anna in a rupee and exempting most of 
the goods coming under the category of necessities of 
life. The Motor Spirit Sales Tax was also revised, the 
tax being raised from annas two to annas four per 
gallon in 1952. The rates of Entertainment Tax have 
also been enhanced by 50%. 

7. The following table gives yearwise analysis of the 
components of the Revenue of the State: 


(Rupees in lakhs) 



Actuals 

1949-50 

Actuals 

1950-51 

Actulas 

i 95'-52 

Revised Budget 
1952-53 1953-54 

Customs 

* 297-57 

. . 

. . 

. . 


Union Excise Duties 

26-28 





Taxes on income . 

90-92 





Salt • . 

6-31 





Land Revenue 

197-08 

224-90 

152-48 

280-00 

278-93 

State Excise . 

8-35 

14-64 

16- 70 

to-16 

9-28 

Stamps 

17-98 

22 * II 

22-86 

21*40 

21-51 

Registration . 

8- 20 

9-37 

7-39 

7-30 

8-03 

Receipts under Mo¬ 
tor Vehicles Act. 

16-14 

”•53 

14-03 

14 -I 3 

14 * II 

Other Taxes and 
Duties. 

45-36 

71-76 

75-47 

45-51 

85-31 

Total Tax Revenue 

7 I 4 -I 9 

354 -11 

290-93 

378-50 

4 I 7 -I 7 


* This includes Rs. 257 lakhs as compensation for 1948-49 and 
1949-50 paid by Government of India. 
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(Rupees in lakhs) 



Actuals 

1949-50 

Actuals 

1950-51 

Actuals 

i95»*52 

Revised 

1952-53 

Budget 

1953-54 

Railways 

105* 24 

• . 

. . 

. . 

• • 

Irrigation 

4*95 

3* to 

a*77 

2-91 

3*21 

Posts & Telegraphs 

(—)*I2 

* P 

• * 

9 9 

9 • 

Debt Services 

36-28 

35*36 

15*98 

29-61 

31*94 

Civil Administra¬ 
tion. 

76-15 

70-82 

99*82 

98*34 

92*93s 

Civil Works . 

10-49 

6-71 

11*02 

32*51 

20*44 

Electricity Schemes 

5*89 

6-oo 

* 10 

2*37 

3*3i 

Miscellaneous 

25*23 

31*03 

25*01 

48*43 

17*95 

Defence Receipts . 

•58 

• • 

• • 

• • 

•• 

Grants-in-aid from 
Central Govern¬ 
ment. 


a50*00 

300*00 

315-00 

315*00 

Extra ordinary Re¬ 
ceipts. 

62*88 

19-84 

6-15 

75*96 

39*82 

Total 

1041-76 

776*97 

NJ 

v| 

00 

983*63 

941*77 


The table will show that in the period prior to 
Federal Financial Integration the tax revenue repre¬ 
sented about 71% of the total revenue, while the Rail¬ 
ways on the non-tax revenue side contributed about 
10%. During this period, the State sphere of taxation 


included (1) Sea Customs; (2) the entire field of excise 
duties; and (3) Income-Tax; and the yields from these 
sources formed a part of the tax revenues of the State. 
In the period subsequent to Federal Financial Integra¬ 
tion, all these Central sources of revenue were passed 
on to the Union Government and the tax revenue de¬ 
clined to 46% in 1950-51, 39% in 1951-52 and 1952-53, 
and to 44% in 1953-54. It will be noticed that Land 
Revenue on an average forms about 65% of the total 
tax revenue and the fall in percentages of the tax 
revenue to the total revenue in 1951-52 is mainly due 
to low receipts under the head occasioned by famine 
conditions. It will also be noticed that receipts under 
Other Taxes and Duties are gradually gaining impor¬ 
tance, 

8. On the non-tax revenue side grant-in-aid of the 
State revenues from the Centre by way of Revenue Gap 
grant and grant under Article 275 (1) of the Constitu¬ 
tion form the most important component contributing 
over 50% of the receipts under non-tax revenue heads. 

9. As regards expenditure in the* pre-integration 
period the expenditure could be divided (1) expendi¬ 
ture for’ the princely dignity and the person of the 
Ruler and Ruler’s family, (2) expenditure on security 
service and (3) expenditure on social services. Exact 
computation has not been possible for pre-integration 
period. It may also be made clear that in the former 
States, want of proper classification of accounting pro¬ 
cedure made it difficult to properly distinguish between 
revenue and capital expenditure, and all expenditure was 
lumped together in a sort of a statement of receipts and 
expenditure. After integration, the accepted mode of 
budgetary classifications have been adopted and as i? 
customary, revenue expenditure is accounted for sepa¬ 
rately from capital expenditure. It is important to 
note this aspect in drawing comparisons. The follow¬ 
ing table gives comparative statement of the revenue 
expenditure analysed into main constituents: 


(Rs. in lakhs) 






Pre- 

Political 

Integra¬ 

tions 

Period 

1949-5° 

(before 

F.F.I.) 

After Federal 

Financial Integration 

1950-51 

1951-52 

1952-53 

Revised 

1953-54 

Budget 

Direct Demands on Revenue • 


. 


34'37 

2125 

36-18 

51 ’32 

135 36 

117*39 

Debt Service .... 




25*26 

4’ 21 

2’75 

2-48 

13*33 

9*53 

Irrigation . . 




3’58 

ii’54 

2219 

37-20 

32*34 

43*22 

Security Services 




14422 

199'11 

220-64 

244-07 

239*34 

2oq’33 

Social Services .... 




86-04 

19644 

25568 

255-60 

260-32 

339*86 

Civil Works .... 




127-60 

57’37 

66-74 

91*05 

130*14 

146-86 

Miscellaneous . . 


- 

• 

325-88 

479'9° 

138-03 

145*79 

320-13 

137-86 

Extraordinary Charges 


• 

* 

685 

**T 

... 

35*00 

35*oo 

... 





753’80 

969-82 

742-21 

862-51 

116596 

995*45 


It will be seen from the above table of expenditure 
that there has been marked and constant tendency 
of increase under almost all heads except Civil Works, 
and Miscellaneous. The sharp rise of expenditure in 
Direct Demands on Revenue from 1951-52 onwards is 
not on account of any rise in total cost of tax collection, 
but mainly on account of compensation to Girasdars 
and Barkhalidars payable under the Land Reforms 
Act; such items are booked under “7-Land Revenue”. 
The increase is partially due to the intensification of 
survey and settlement operation in unsurveyed villages. 
The increased expenditure under irrigation has been 
on account of our undertaking increasing number of 
minor irrigation works etc., under the “GROW-MORE- 
FOOD” drive. The rise in the cost of security services 
upto the year 1951-52 is attributable to the expenditure 
on rationalisation and modernisation of the adminis¬ 
trative machinery, consideration of the efficiency of 
services absolutely unavoidable upward revision of pay 
scales of ministerial and low salaried staff and opening 
of new departments which were essential in the new 
democratic set-up. The State Government with a view 
to conserve the available resources launched upon an 
economy drive which is reflected in lower expenditure 
figure in 1953-54. 


The noticeable rise in the Social Service expenditure 
might give an impression that Saurashtra has after 
integration attempted too much in this sphere. Such an 


impression is, however, not correct. The fact is that dur¬ 
ing feudal days, i.e., before integration, pay scales were 
miserably low and service conditions highly unsatis¬ 
factory. The rise in the social service expenditure is 
principally due to an upward revision of pay scales and 
dearness allowance of teachers and the staff belong¬ 
ing to other services. It is of interest to note that the 
total additional expenditure on salaries alone on ac¬ 
count of improved grades being given to school teachers 
amounted to Rs. 50 lakhs a year. Several new depart¬ 
ments like a fullfledged Directorate of Agriculture and 
Veterinary service, a fullfledged office of Registrar of 
Co-operative Societies, a department of Public Health 
etc., had all to be set up. The increase in expenditure 
on Social Services, has not resulted in any marked 
addition in the number of high schools, hospitals, etc. 
The distribution of the educational as well as medical 
institutions which the new State inherited was not 
quite rational for historical reasons, and placed a bur¬ 
den on the State exchequer which could otherwise be 
avoided if the pattern was to be laid anew. The new 
State for obvious political and psychological reasons 
had to continue the existing institutions and had to set 
up a few new institutions to partially even out the in¬ 
herited lopsidedness in the rural areas where these 
services were too much neglected in the past. It may also 
be stated that local self-governing institutions came to be 
established only after the formation of the new State 
and as is natural have to be nursed in their initial 
stages which threw additional burden on the State. 








. 11. As regards Civil Works, the expenditure in the 
pre-integration period appears to be higher on ac¬ 
count of construction cost of princely properties an 
expenditure which was naturally discontinued after 
integration. In the subsequent year the State embark¬ 
ed on a programme of improving and modernising the 
road communication system in the State and also under¬ 
took construction of new buildings necessary in the 
new set-up of administration. 

12. It is pertinent to note that in the pre-political 
integration period, the up-keep of the princes and 
princely traditions absorbed about 25% of the total 
expenditure and is covered under the classification 
‘Miscellaneous’. This percentage did not generally in¬ 
clude the construction of princely properties which 
were usually debited to the head ‘Civil Works’. The 
increased expenditure under ‘Miscellaneous’ in 1949-50 
and 1952-53 was mainly on account of heavy expendi¬ 
ture on famine relief. The amount of Rs, 35 lakhs 
under ‘Extraordinary Charges’ in each of the years 
1951-52 and 1952-53 represents the payqient to the Gov¬ 
ernment of India of their share of excess of assets over 
liabilities under' the Federal Financial Integration 
Agreement. 

13. We have tabulated below Capital Expenditure 
from year to year giving head-wise break-up viz., Irri¬ 
gation. Civil Works, Electricity schemes etc. It has not 
been possible to tabulate the Capital Expenditure figu¬ 
res of the pre-integration period for want of proper 
classification of accounting procedure in the former 
States: 


(Rs. in lakhs) 



1949 - 5 ° i 95 °- 5 « 

Actuals Actuals 

1951-52 1958-53 

Actuals Revised 

1953-54 

Budget 

Construction of 

Railways. 

71-83 

•• 

•• 

•• 


Irrigation 

24* IO 

59’11 

70-17 

144-61 

162-00 

Public Health 

1-03 

•28 

5-86 

3-33 


Industrial Deve¬ 
lopment. 

2*00 

*90 

IO’OO 

5 -°o 

20-00 

Ports 

. . 

6-15 

8-26 

I 4’53 

18-52 

Civil Works . 

21-48 

14-86 

37’53 

n-37 

28-78 

Electricity Schemes 

9'67 

11-09 

15-46 

35-31 

43-47 

State Road Trans- 

, . . 

8-09 

-30 

1*12 

M 

port. 

Payment to Re- 

1-65 

•39 

•3i 

•20 

•°5 

trenched person¬ 
nel. 

Total . 

131-76 

100-87 

147-88 

215-46 

272*82 


14. It may be stated that the former States financed 
the Capital expenditure from out of Surpluses from 
current revenues. This probably was possible by deny¬ 
ing social service amenities to the rural areas and by 
exploitation of the agriculturists. Again, whatever 
Capital investments were made, were primarily of a 
revenue producing character such as railways, elec¬ 
tricity schemes, and port development. After the forma¬ 
tion of Saurashtra, the emphasis was shifted to the 
betterment of the natural primary sector of the State’s 
economy viz., agriculture and consequently increasing¬ 
ly larger allocations have been made from year to year 
for major irrigation schemes. Similarly in order to 
develop and support the industrial structure, State 
participation in the capital formation has been on the 
increase. Power generation has also been given prime 
importance as can be seen from the increase in expen¬ 
diture on Electricity schemes from year to year. This 
expenditure is mainly devoted to renovation and ex¬ 
pansion of the existing power houses as also for estab¬ 
lishment of Central Thermal Stations for the Grid 
Scheme of Saurashtra. To meet this capital expendi¬ 
ture the State Government till 1952-53 relied on the 
accumulated inherited reserves and loans from the Cen¬ 
tral Government. A part of the capital expenditure in 
1949-50 and 1950-51 could be met from the revenue 
surpluses. But in subsequent years the State budgets 
have been deficit ones. The State had to cope with 
the exigencies created by famine conditions in 1951-52: 
shadows of which lengthened into 1952-53 also. The 
heavy expenditure on this account considerably affect- 
er our resources. It is therefore, that the State had to 
budget for meeting its capital expenditure for 1953-54 
by loans from the Central Government and by open 
market borrowing to the tune of Rs. 1 crore. It may 
be stated that a 4% development loan was floated this 
year and has been fully subscribed. For the future 
Capital programme also the State will necessarily have 
to depend on external assistance. 


15. The statement below tabulates (a) development 
expenditure included in the Five Year Plan, (b) deve¬ 
lopment expenditure outside the Plan and (c) non¬ 
development expenditure for the years 1950-51, 1951- 
52, 1952-53 and 1933-54: 





(Rs. in lakhs) 


1950-51 

1951-52 

1952-53 

1953-54 


Actuals 

Actuals 

Revised 

Budget 

(a) Development expendi- 


84 

171 

241 

turc under the plan. 

/b) Development expendi- 

39 i 

348 

311 

335 

ture outside the plan. 

(c) Non-Development ex¬ 
penditure. 

35 i 

43 ° 

684 

419 


The expenditure on development heads not covered by 
the Plan includes running expenditure on existing 
social services viz.. Education, Agriculture, Veterinary, 
Co-operation, Industries, Medical and Public Health, 
Labour, Backward class and such other departments 
and maintenance of roads and buildings. The expen¬ 
diture on non-development heads includes expenditure 
on (1) Administrative Services, (2) Debt Services, (3) 
Famine and other extraordinary expenditure and (4) 
Direct demands on revenue. 

16. The expenditure on the Plan has been increasing 
in accordance with the rising tempo of activities under 
the Plan from year to year. As regards development 
expenditure outside the Plan, the decrease is attribut¬ 
able partly to postponement of development schemes 
outside the Plan and partly to the saving on account 
of non-recurring expenditure. As regards the non¬ 
development expenditure, the increase in 1951-52 is on 
account of payment of Rs. 35 lakhs to the Government 
of India being the first instalment of 10% of excess of 
assets over liabilities according to Federal Financial 
Integration agreement, and on account of increased cost 
(Rs. 17 lakhs) on Police on account of anti-dacoit opera¬ 
tions. The precipitous rise of expenditure in 1952-53 was 
occasioned by severe scarcity conditions in 1637 vil¬ 
lages and prevalence of semi-scarcity conditions in 
another 1650 villages involving the State in heavy ex¬ 
penditure of about Rs. 200 lakhs. The expenditure figure 
also includes the second and final instalment of Rs. 35 
lakhs payable to Government of India on account of 
Federal Financial Integration agreement and also in¬ 
cludes payment of compensation to Girasdars of Rs. 80 
lakhs under the Land Reforms Act. 

17. The expenditure in 1953-54 includes a provision 
of Rs. 24 lakhs for famine, and Rs. 70 lakhs for com¬ 
pensation to Girasdars. 

18. In the light of the explanation above it will be 
clear that but for the unforeseen expenditure on 
famine and extraordinary items explained above, the 
expenditure on Non-Development heads has been more 
or less constant with a tendency to decline. It may 
be noted that the payment of compensation under land 
reforms is in the nature of a contra entry, like amounts 
appearing as receipts under Land Revenue. 

19. The following table gives an analysis of the re¬ 
venues of this State. 


(Rs. in lakhs) 


Heads 

Analysis of the tax revenue of the State 
for the year 1953-54 

Yield 

1953-54 

Estimates 

Percentage 
of yield to 
tax revenue 

Percentage 
of yield to 
total reve¬ 
nue 

Land Revenue 

278-93 

66.95 

29.61 

State Excise 

9.28 

2 .2Jj 

.98 

Stamps . 

ai. 51 

5 -16 

2.28 

Registration 

8.03 

1-95 

.86 

Motor Vehicles Tax 

14. II 

3 - 4 ° 

i -49 

Entertainment Tax 

7.00 

1.70 

•74 

Electricity Duties . 

„ - 3 1 

.07 

.03 

Sales Tax 

00.00 

14.20 

6.37 

Export Duties 

9.00 

2.16 

■96 

Motor Spirit Sales Tax • 

9.00 

2.16 

.96 

Total Tax Revenue 

417.17 

100.00 

44.28 

Total Non-Tax Revenue 

524.60 

• • 

55-72 

Total Revenue 

941-77 

. . 

• • 
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It will be seen from the table that land revenue 
forms 67% of the total tax revenue and contributes 
about 30% to total revenue of the State. It is also re¬ 
levant to note that since integration the State has, to 
a certain extent, rationalised the assessment pattern 
but even then the fact remains that (1) land revenue 
assessment in Saurashtra is not uniform and (2) the 
average of assessment which works out to Rs. 3-2-9 
per acre is higher than in any other State in India. 


The next important tax is the sales tax forming 14% 
of the tax revenue and 6% of the total revenue. It is 
a general single point tax at Re. 0-0-6 in a rupee on sale 
of all goods excluding certain specified luxury articles 
which have been taxed at Re. 0-1-0 per rupee. Stamps, 
Motor Vehicles Tax, Export Duties, Motor Spirit Tax, 
State Excise, Registration and Entertainment Tax 
together contribute 19% approximately of the tax re¬ 
venue and comprise 8% of the total revenue. The total 
tax revenue comes to 44 • 28% of the revenues of the 
State as against the total non-tax revenue percentage 
of 55 "72. It will be pertinent to note that of this non¬ 
tax revenue, more than half comprises the Revenue 
Gap and the grant under Article 275(1) of the Consti¬ 
tution. 


20. On the non-tax revenue side we cannot hold out 
any hope for immediate increase. The introduction of 
taxes in the urban area where people were more or 
less free from them has increased burdens both in the 
State as well as in the Municipal sector and the inci¬ 
dence has gone up from Rs. 5 • 4 per capita to about 
Rs. 16-5 per capita. Ours is the first Part B State to 
introduce Income-Tax, the first Part B State to intro¬ 
duce Sales Tax and to revise it within two years to a 
higher level and the first Part B State to undertake 
abolition of Zamindari. We are probably the only Part 
‘B’ State which has levied municipal octroi duties 
simultaneously in all the municipal towns at State 
level by an Ordinance. The strain of the political and 
economic changes in Saurashtra and changes in the 
administrative set-ups have told severely upon the 
people. Despite this the State expects to realise addi¬ 
tional revenue from enhanced taxation in the shape of 
increase in Sales Tax, Motor Vehicles Act, Motor 
Spirit Sales Tax and Betterment Tax as under : — 


Additional Revenue from Taxation 

(Rs. in lakhs) 


1954- I 955- *956- 1957- I95 8 - *959" 
55 56 57 58 59 60 


Sales Tax.25-00 25.00 25.00 25.00 

Motor Vehicles Act .. 7.15 7-*5 7- l 5 7->5 7- , 5 

Motor Spirit Sales Tax 2.55 4.50 4.50 4.50 4.50 4.50 

Betterment Tax . . .. 3.70 10.70 14.70 20.70 24.20 


2.25 15.35 47-35 5 1 -35 57-35 60.85 


We have raised the sales tax to a general tax during 
1952-53 in the face of opposition from the public. The 
people will get accustomed gradually to this new tax 
and with the improvement in economy of the _ State 
coupled with effective measures to check evasion, the 
sales tax is expected to give an additional yield of Rs. 
25 lakhs annually over the present estimated yield of 
Rs. 60 lakhs. 

21. The question of raising the Motor Vehicles Tax 
is under the consideration of the Government. The 
present rates are the same as those which existed in 
Bombay prior to their recent increases. While raising 
these rates it would be necessary to consider the re¬ 
commendation of the Transport Ministry of the Gov¬ 
ernment of India to the effect that Motor Vehicles Tax 
should not be raised beyond certain limits, in the 
interest of the development of transport. The estimat¬ 
ed additional revenue from this source will be Rs. 7-15 
lakhs. 

22. The sales tax on Motor Spirit has been raised 
from two annas to four annas a gallon from 1952, yield¬ 
ing an increase of Rs. 4 lakhs a year. A further rise 
of two annas per gallon is contemplated yielding addi¬ 
tional revenue of Rs. 4 ■ 5 lakhs per year. 

23. As regards Betterment Tax, some of the irriga¬ 
tion projects have now been completed and it will be 
possible to impose Betterment levy one or two years 
after the completion of the irrigation projects. 


Five Tear Plan 

24. The total Plan for Saurashtra as approved by 
the Planning Commission is Rs. 2184 • 87 lakhs. Out of 
this Rs. 144-33 lakhs on account of loans will be re¬ 
covered. The net Plan is accordingly of the value of 
Rs. 2040-54 lakhs. It is divided under the following 
major heads: — 



(Rs. 

in lakhs) 

I 

Agriculture and Rural Development 

672.36 

II 

Irrigation and Power Projects 

680.91 

III 

Industry . . ■ 

14.71 

IV 

Transport . . . . 

386.02 

V 

Social Services.. 

358.87 

VI 

Miscellaneous ...... 

72.00 


Grand Total 

2184.87 


Less —Recovery of Loans 

I 44-33 



2040.54 


25. The execution of the Plan upto 1953-54 i.e., cur¬ 
rent financial year and that anticipated for the years 
1954-55 and 1955-56 i.e., the remaining period of the 
Plan will be seen from the following table:— 


(Rs. in lakhs) 



Plan 1951 
to 1954 

Provision 

«95>-54 

Anticipated 

expenditure 

1954-56 

1. Revenue 

640.27 

485.64 

633-5° 

2. Capital 

420.04 

437 >7 

349-05 

3. Loans and Advances 

114.80 

128.60 

56.37 

Total 

1175.11 

1051.41 

1038.92 


The total of columns 2 and 3 is Rs. 2090-33 lakhs 
which is the anticipated expenditure for the Plan 
period against the total Plan of Rs. 2184-87 lakhs 
which means that the execution may be to the extent 
of 96%. 

26. The tax proposals in connection with the Five 
Year Plan that were made during discussions with the 
Planning Commission for raising additional sources of 
revenue were the following:— ' 



Estimated 
amount 
in crores 

Additional income from Land Revenue 

2-2 

Agriculture Income-Tax 

•3 

Estate Duty . . . . . 

1.0 

Increase in yield of Sales Tax 

1.0 

Others ...... 

0.5 

Total . 

5-o 


Additional Income from Land, and Agricultural 
Income-tax 

2T. A sum of Rs. 2 • 2 crores during the period of five 
years of the Plan was anticipated from this source. As 
Land Revenue in Saurashtra is already high, in fact 
is the highest in the whole of India, it was not possible 
to levy any surcharge or enhance the existing assess¬ 
ment. The implementation of the Land Reforms has 
dislocated the rural economy. The cultivator is still 
in a stage of economic convalescence and it will take 
some time before he will come into his own and will 
have a little surplus. Two famines which have visited 
this State since integration have also weakened his 
potential which was never high. In this -situation it 
is not possible to think of agricultural income-tax direct¬ 
ly. It has also not been possible to levy the Better¬ 
ment Tax so far, as the irrigation projects are still in 
progress. However, we have thought of levying a sur¬ 
charge of three to four annas in a rupee over the exist¬ 
ing rates of assessment, to be treated as loans from 
cultivators returnable after a period of ten years or so 
carrying reasonable rate of interest. As a matter of 






226 


fact such a proposal was mooted by the Government 
of India. This proposal is still under consideration and 
if implemented would yield about Rs. 1 crore during 
the coming two years enabling us to set off the fall 
in anticipated revenue from this source of tax revenue. 
This would, however, be possible only if similar action 
is taken in other States also. 


Estate Duty 

28. A sum of Rs. one crore had been taken as anti¬ 
cipated receipt from this new tax. This depended en¬ 
tirely on the passing of the legislation by the Parlia¬ 
ment, The State had already sent its consent to the 
Government of India for including agricultural income 
by a Resolution passed by the Legislature. However, 
as the introduction of this tax has been delayed, the 
income from this source in the remaining period may 
not be as it was anticipated. The receipts from this 
source will be known only after the actual experience 
of implementation of the duty. 

29. The increase in sales tax may be realised as the 
general sales tax has been introduced from 1952-53. 

30. With regard to estimated receipts of Rs. 50 lakhs, 
it was anticipated to be realised by raising the Enter¬ 
tainment Tax and by raising tax on sales of Motor 
Spirit and other miscellaneous taxes. The rates of Enter¬ 
tainment Tax have been enhanced by 50% but the 
increase in the receipts will not be proportionate to the 
enhancement of the rates because of the closing down of 
certain cinemas. However, an additional sum of Rs. 12 
lakhs has been estimated to be received from this source. 
The additional income from sales tax on Motor Spirit 
at the existing rate of four annas a gallon is expected 
to yield Rs. 16 lakhs in the Plan period. A further in¬ 
crease of two annas a gallon would give Rs. 7 lakhs 
more during the remaining period. Motor Vehicles 
Tax which is expected to be raised in the last year of 
the Plan will give additional income of Rs. 7 lakhs. 


31. The crux of the problem in regard to the State 
finances is that except for the sales tax all other sources 
of tax revenue are more or less inelastic. In regard to 
the sales tax also, the recent experience of the Govern¬ 
ment of Bombay consequent, on the introduction of the 
multiple sales tax will give us the indication that there 
are obvious limitations and that it will be futile for 
us to expect a very much large yield from this source. 
The experience of Saurashtra during the last five 
years has driven us to the inescapable conclusion that 
new sources of taxation are not too many after taking 
full credit for the Betterment Tax. 

32. This analysis will enable the Commission to ap¬ 
preciate the importance of the State having to depend 
upon external assistance if the commitments under the 
Five Year Plan are to be fully implemented. Central 
assistance and market borrowing have got to be de¬ 
pended upon to an increasing degree. In regard to 
market borrowing certain limitations are again impos¬ 
ed on us by the necessity of having to compete with 
the other States in the Union and this too after the 
borrowing requirements of the Centre have first been 
met by the market sufficiently early in the year, It is, 
however, appreciated that in calculating the overall 
savings available from the country for the execution of 
the Plan, the Planning Commission have provided for 
the year to year market borrowings of the Central and 
the State Governments; the sanctions given by the 
Ministry of Finance and the Reserve Bank to State 
Governments for market borrowings are in accordance 
with the ceilings for savings fixed in computing the 
overall resources for the Plan. 

33. It is this aspect of the problem, namely, the in¬ 
elastic nature of the present sources of the State’s tax 
revenues, the difficulty in locating new sources, the 
increasing need for resources for execution of the Five 
Year Plan and the consequent dependence of the State 
Government on Central assistance and market borrow¬ 
ings, which Saurashtra would request the Taxation 
Commission to appreciate in its proper perspective. 



MEMORANDUM U 

General Note on Local Taxation 


The standards of municipal administration as well 
as the functions of and powers vested in the munici¬ 
palities varied widely in the former States as did the 
very nature of the municipalities. This state of affairs 
can readily be understood in the light of the fact that 
‘feudalism and local self-government go iTl together’. 
The civic life of the community had no opportunities to 
develop and the civic consciousness also remained 
undeveloped.' 

2. Before the formation of Saurashtra, the so called 
municipalities numbered about a hundred, but only in 
one State viz. Bhavnagar, was the municipality de¬ 
mocratically constituted. In a few other States, the 
constitution was only partly democratic and the func¬ 
tions were very limited. In the rest of the former 
States, the municipalities were non-statutory and form¬ 
ed a part of one or the other departments of the State. 
Rulers retained wide supervisory powers, which were 
not too infrequently exercised. Functions like educa¬ 
tion, vaccination and medical relief, were considered 
State functions and water works mainly belonged to 
the States, though in a few cases, these were trans¬ 
ferred to the municipalities just prior to integration. 
It may, however, be mentioned that exclusion of educa¬ 
tion, medical relief and water works from municipal 
functions was a characteristic which pre-integration 
Saurashtra shared with many of the Indian states of the 
time. In almost all the States, there were no village 
Panchayats except Bhavnagar and a few others. 

3. Of the basic civic amenities, most of the towns only 
had a scavenging service. Water works existed barely at 
about 15 places and these too were in sad need of repairs 
and renovation. More important towns such as Bhav¬ 
nagar, Jamnagar and Rajkot had more modem water 
works equipments but it is significant to note that only 
one town viz., Bhavnagar provided filtered and chlori¬ 
nated water supply. The position in regard to sanitation, 
drainage and sludge clearance was equally hopeless. Ex¬ 
cept in Bhavnagar, there was no underground sewage 
disposal anywhere. 

4. It was against this background that Saurashtra 
Government sought to establish, on a sound footing, the 
local self-governing institutions, by suitably adapting 
and applying Bombay Municipal Acts to Saurashtra 
and by enacting a Village Panchayat Act. Copies of 
the Acts have already been furnished to the Commis¬ 
sion. The Bombay Borough Municipal Act was applied 
to the three cities having a population of over a lakh, 
viz. Bhavnagar, Rajkot and Jamnagar, There are no 
municipal corporations in Saurashtra. However, in 
view of the infant stage of development of municipali¬ 
ties, the functions of vaccination, education and medical 
relief continue to be State functions, though subsequently 
medicine has been declared as a discretionary function 
of the municipalities. 

5. In the pre-integration periods, the sources of muni¬ 
cipal revenues differed greatly from State to State. 
Since a number of municipalities were in the nature of 
State departments, the question of independent sources 
of revenue did not arise for them at all. In other muni¬ 
cipalities the gap between expenditure and income was 
made up by State grants. The main sources of revenue 
were proceeds from sales of land, octroi duty, local cus¬ 
tom duties, and bham (monopoly on collection of hides, 
and skins of dead animals). With the enactment of the 
municipal legislation, funds and properties as well as 
sources of revenue in accordance with the provisions of 
the Act, were passed on to the municipalities. The main 
sources of revenue transferred were Octroi, sanitary cess 
fees and rents of various markets, fees of slaughter 
houses, hotel licence fees, latrine fees, a rate on building 
or land, lodge and bakery licence fees and licence fees 
from public conveyances including cycles. But the 
newly elected municipalities had to start de novo in the 
matter of finances and very naturally it was difficult 
for these bodies to raise and exploit all the financial re¬ 
sources at their disposal on their very inception. The 
State Government therefore had to take over the onus 
of introducing initial and important municipal taxation. 
The Saurashtra Terminal Tax and Octroi Duty Ordi¬ 
nance was promulgated in 1949, which ensured unifor¬ 
mity in the levy and exemptions and also secured much 
needed revenues for the newly elected municipalities. 

6. The scavenging services of the pre-merger days 
were maintained on extremely low salaries and unsatis¬ 
factory conditions of service. The Government enquir¬ 
ed into the question of the service conditions of municipal 
kamgars and recommended revision in the scales of pay 
and dearness allowances. The burden pf revision would 
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have been very heavy on the municipal finances and the 
Government therefore decided to bear 50% of the ex¬ 
penditure of the dearness allowances etc. to sweepers in 
case of municipalities which agreed to implement the 
recommendations regarding the revision. It is pertinent 
to note that all the municipalities have not been able 
to take advantage of this offer, mainly because of their 
very stringent financial position. In _ raising the reve¬ 
nues the new municipalities'' are striving sincerely but 
have to count with a psychological public resistance 
which is not unnatural in the circumstances peculiar to 
the urban population of Saurashtra. House tax, shop 
license fees, wheel taxes, taxes on hotels and lodging 
houses etc. have been introduced but even then the re¬ 
venues raised by municipal taxation hardly suffice to 
meet the expenditure on current account. Octroi duties 
very naturally form the most prevalent and the produc¬ 
tive source of revenue; the rate is uniform except at Pot- 
bandar and Mahuva where higher rates are charged. 
Municipalities in Gohilwad District also, charge higher 
rates though not so high as those charged at Porbandar 
and Mahuva. The collection of octroi and other taxes 
at the municipal level is satisfactory, from the point of 
view of preventing tax evasions, and the local; bodies 
can be considered sufficiently vigilant in this regard. 
The assessment and the collection of taxes can also be 
considered as being effected smoothly and regularly. The 
municipalities when taken as a whole have not been 
able to supply sufficient data to compute the cost of tax 
collection in respect of different taxes, but it can be sur¬ 
mised from the available data that these costs will not 
generally exceed 5% of the total revenue. At present 
' no taxes are collected by the State on behalf of the 
municipalities nor are any State taxes shared between 
the State and the municipalities. It may however be noted 
that with a view to help the municipalities to tide over 
their financial difficulties in the initial stages, the state 
Government parted with 25% of the collection of the 
entertainment tax levied' by the State. This practice 
was subsequently discontinued from 1952-53. The taxes 
on property have yet to be fully exploited. The conser¬ 
vancy fees are also not charged on uniform basis as also 
the licence fees for dangerous and offensive trades. In 
assessing the immediate potential of raising municipal 
revenues by local taxation, however, the general back¬ 
ground against which the local self governing bodies 
have come to be created has to be firmly kept in view. 
The most important of the handicaps is the absence of a 
proper background for working the democratic frame 
work. The absence of an enlightened public opinion 
closely co-operating with and guiding the municipal en¬ 
deavours is a second handicap. Another serious handicap 
is the fact that the urban population, which was com¬ 
paratively immune from taxation, was suddenly and 
comparatively severely exposed to the Local, State and 
Central taxes and is smarting under the impact. 

7. There are at present 3 borough municipalities, 7 city 
municipalities and 70 district municipalities. About 20 
of the municipalities are in towns having a population 
of less than 5,000 each. The question of examining the 
resource position and the feasibility of efficient working 
of small district municipalities has been engaging the 
attention of the State Government and the matter is 
under investigation. The artificial urban character of 
the township disappeared with the advent of integration 
and it may be that the small municipalities are illfitted 
to discharge the functions and powers properly. All such 
cases will have to be examined and tackled individually 
and some of the present day municipalities may have 
to be converted either into notified area committees or 
village panchayats. 

8. In regard to the development of non-tax revenue 
electricity undertakings or city road transport seem the 
only possibilities, but here too, except in one or two 
cases, accrual of substantial additions to the total re¬ 
venues of the municipalities seem very unlikely in the 
near future. 

9. So far as village panchayats are concerned their 
main income is derived from the grant-in-aid of revenues 
given by the State. This grant-in-aid is computed on 
the basis of a percentage varying from 20 to 30 per cent 
of the land revenue collected from the village. Little 
additional revenue accrues from water tax, hotel licence 
fees, shop tax, etc. The principal tax revenue derived in 
villages with over a population of 2,000 is octroi duty. 
Our limited experience has shown that the addition to 
the revenues of the panchayats by imposing new taxes 
or increasing the rates of the old taxes is not feasible. 
People prefer giving voluntary cash and labour contri¬ 
butions to enable the panchayat to undertake improve¬ 
ments in the village conditions. This is a happy and 
welcome trend. 
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10. The policy of delegating the functions in respect 
of land revenue to village panchayats is being adopted 
in stages. Their efficacy in this regard cannot be pro-, 
perly judged at this stage in view of the very limited 
experience. 

11. The areas covered neither by panchayats nor by 
municipalities would ordinarily be looked after by dis¬ 
trict local boards, and the finance‘ for such local boards 
is usually raised by a cess on the land revenue. As 
stated elsewhere, the land assessment in Saurashtra is 
the highest in India and it is difficult if not impossible 
to add anything by Way of cess to the existing high in¬ 
cidence of land assessment. The creation of local boards 
therefore will mean additional strain on the already tight 
Government finances, and no local boards have yet been 
formed in Saurashtra. 

12. The Commission will notice from the foregoing 
that the local self-governing bodies ih Saurashtra are of a 
very recent origin. Great care and sympathy are neces¬ 
sary to foster these institutions and train people in the 
art of self-governance and municipal administration. It 
may be that there are sources of revenue which these 
bodies could tap and have not exploited. It may be that 
further sources of revenue may be allotted to them; but 
so far as conditions in Saurashtra are concerned the 
ability of the municipalities in the immediate future at 
least is limited in fully utilising their potential sources 
a fact which must be fully appreciated. This sector of 
civic'life in which this area of former Princely. States 
is most backward has to solve a number of problems 
inherent in the situation. The demand for satisfaction 
Of collective wants of the population served by these 
bodies is on the,-rise as the people become more and 
more alive to their rights, but the responsibilities involv¬ 
ed are not clearly understood and recognised simulta¬ 
neously. A certain time lag seems unavoidable, and 
we have necessarily to bear with it. 

• 

13. The Commssion will gather from the foregoing 
notes that the experience of the State as well of the 
municipalities is extremely limited and as such we have 
deemed it advisable not to hazard any replies to the 
questions in Part VI of the Questionnaire issued. 

14. The statistics in regard to income and expenditure 
of the municipalities and village panchayats are append¬ 
ed hereto in Statements 1 and 2. 

15. In most of the municipalities, a system of main¬ 
taining separate accounts .for different taxes and rates is 
yet to be introduced. It therefore becomes difficult to give 
any reading of the collection trends or costs. As men¬ 
tioned earlier, quite a few municipalities are situated in 
places having a population of less than 5,000. Low col¬ 
lections in these places naturally have the effect of 
lowering the per capita incidences. In regard to Pan¬ 
chayats, the fall in per capita incidence of total revenue 
in 1951-52 as compared to the previous year is partly 
attributable to the fact that a number of new pancha¬ 
yats formed during the year may be of ‘B’ or ‘C’ class 
and would qualify for a lower percentage of land revenue 
allocation. Lower per capita tax yields are in part due 
to the extension of panchayat administration to poorer 
areas and in part due to the increasing preference for 
voluntary contributions in shape of manual labour etc. 

STATEMENT 1 

Municipalities 

A. General Information 

195°-5 1 


1. Number ..... 

2. Population 

3. Total income from all sources 

4. Total income from rates and taxes 

5. Per capita incidence of total income 

6. Per capita incidence of income from 
taxes. 


84 

13.38,389 

Rs. 


i&5‘-52 

■ 80 

I3,ii,77o 

Rs. 


95,56,101 1,04,80,198 

Rs. Rs. 

94,79,721 1,03,08,041 


7-7 

7.6 


7-9 

7.8 


B. Details of Income 


I. Tax-Revenue: 


(i) General property tax (Tax on 

Houses and Lands) 

(ii) “Service” Taxes, (Water, 

lighting, drainage, conser¬ 
vancy etc.) 

(iii) Theatre Tax 

(iv) Other Taxes, Cesses and Ra¬ 

ter. 


Rs. 

38 , 74,908 


Rs. 

42,15,889 




1950—51 

Rs. 

1951—52 

Rs. 

to 

Local Fund Cesses 

Nil 

Nil 

(vi) 

Octroi and Terminal Taxes . 

57>85>7H 

60,53*682 

(vii) 

Tolls. 

3,0*7 

3 , 87 ® 

(viii) 

Taxes on goods and passen¬ 
gers carried by road or in¬ 
land waterway*. 

Nil 

m 

(ix) 

Taxes on vehicles, animals and 
boats. 

16,072 

44,5oo 

to 

* 

1 

1 

1 

9- 

Nil 

Nil 

(xi) 

Pilgrim Tax 

Nil 

Nil 

(xii) 

Town improvement and “bet¬ 
terment” tastes. 

Nil 

Nil 


Total • 

94*79,7®* 

103,08,041 


II. Non-Tax Revenue: — 

(a) Grants from Government— 

(i) for roads and buildings 

(ii) for education 

(iii) for medical and public 

health purposes 

(iv) for other purposes 


Total 


76,380 


i,72>t57 


76,380 1,72,157 


(b) Fees, Fines etc. . . . 

(c) Miscellaneous 

C. Details of expenditure. 


(i) Administration 

(ii) “Service” (Water supply, 
drainage, conservation, 
lighting etc.) charges 

(iii) Medical and Public 

Health. 

(iv) Roads and buildings 

(v) Miscellaneous 


'I 


V 85,06,952 «, 10,27,775 


Total . 85,06,952 1,10,27,775 

Note. —-The Rajkot and Jamnagar Borough Municipalities have framed bye- 
laws of house tax during the year 1953-54 and they have begun levying it during 
the cowfent year. However, fee (figures are not recaved as the current 
year has not ended. 

STATEMENT 2 
Village Panchayats 
A. General Information 


1. Population . 

2. Total income from all sources 

3. Total income from rates and taxes 

4. Per capita incidence from totaiin- 

come. 

5. Per capita incidence from income 

from rates & taxes. 


i95o-5i 

3,35,5i6 

Rs. 

7 , 65,711 

Rs. 

59,542 

2-a 

•2 


fi. Details of Income 

1950-51 

Rs. 

I. Tax Revenue: — 

(») General Property Tax (House 
Tax). 


(2) Octroi and Terminal Tax 

(3) Wheel Tax 

(4) Profession Tax-— 

(i) Shop tax , , 

(ii) Hotsil tax . , 


45,436 


1951-5* 

8,75,896 

Rs. 

17 , 01,579 

Rs. 

»,34.843 


”15 


1951 - 5 * 

Rs. 


75,073 

55 

12 

610 





1951-52 


i 950-51 



Rs. 

Rs. 

(iii) Hotel licence fees 

1,236 

3 ;M 4 - 

(5) Entertainment Tax • 

• • 

343 . 

(6) Bhatn - . • 

» 9,564 

43,56a 

(7) Mapun . 

ga6> 

*,*26 

(8) Cattle pound fees and other 

3,180 

to,818 


taxes 


' (gf) Other 'fees . 

(ip) Unclassified taxes; 


Total 

II>. Non-tax Revenue:— 

69,342 

*, 34,843 



(a) Government Grants . . 

6 , 55.369 

14,93,361 

(b) Donations, Gifts, Contribu¬ 
tions. 

(c) Fees, Fines etc. . . . 

38,300 

63,639 

s, 800 

11,846 

Grand Total 

7 . 65 , 7 ** 

* 7 ,ot ,579 


C. Details of Expenditure 

l. Administration .... 39 > a 73 , *»44s6op 

a. Service (Water supply and drainage) 14, *03 
3, Lighting . • 18,063 . 61,33$ 


1950-51 1951 -Si 

Rs. Rs. 


4. Medical relief & Public Health— 

(a) Sanitation .... 6,400 68,304 

(b) Medical relief . . . 9,865 13,890 

5. Public Works (Roads and Build- 1,66,191 5,66,704 

ings). 

6 Community Life; . . . . ?>*35 ’ * 

7. Village.Industries , ... . *Oft •• 

6. Village Defence . . . . 49 

.i , • ■ ■ 3 .j ‘ V ’■ 


gt MisceUanoomi— 

(a) Education . 

1 ''i •/ . 

(h) library & Reading : Room . 

(c) . Agrjsuiiwse and Forest . 

(d) ' Animal Husbandry etc; 

(e) Philanthropic Works , 

(f) Tree-planting . 

(g) Petty expences . 


42,615 4°,aa4 

23*852 83,766 

1,860 14,885. 

1,080 40,849 

106 38 , 93 s 

16,110 

365 


Total 


3,46,176 n,o6jgoi 


Nemr-Tb* ua« 
vAtv da not Up*e at toe end c 
Government- 


_ j allocated'to V 

year. ”TKey are depot) ted wdth the" 


Qi Rs? e^.eoo ;fbrthe year ,99*-3» and 4ht of Rs. for theyeariget-ja 1 



MEMORANDUM Id 


General Note on 

Position prior to Integration 

Before the formation of Saurashtra, the pattern of 
agriculture was feudalistic and the revenue system was 
more or less of an exploitary character though an effort 
was made during the last decade of the 19th Century 
and the first two decades of the 20th Century to bring 
about some kind of order therein. States like Gondal, 
Bhavnagar, Junagadh, Wankaner and Jamnagar had 
converted the crop share system of collecting land re¬ 
venue into a kind of cash assessment based on some 
kind of classification and scientific survey. However 
incidence of rate, even in those settlements differed from 
place to place, it being the lowest in Gondal. It is esti¬ 
mated that the incidence will work out higher than that 
prevailing in the neighbouring districts of Bombay 
States and the former Baroda Government by at least 
25%. In Morvi and Palitana there was cash assessment 
of a type. Morvi had introduced cash assessment, but 
had placed a surcharge variable with the prices of cot¬ 
ton, which was one of its principal crops. As regards 
Palitana, the system of collecting land revenue corres¬ 
ponded to Bhaichara system of N.W.FJP. It was fixed 
in cash on each occupancy based on actual income of 
crop shares in 1870 and 1871. It also provided that 
there was to be a proportional abatement if a year was 
less than 16 annas. The prevailing prices and the gene¬ 
ral condition of the village were taken into consideration 
in fixing reduced annavari. In the remaining areas of 
Saurashtra comprising 2,800 villages, the prevailing sys¬ 
tem of land revenue was according to share calculated 
at an average from 1/3 in the non-irrigated crops to 
1/4 in the irrigated crops. 

In short, the following was the Land Revenue Pattern: 

(i) Cash assessment in Junagadh, Nawanagar, 
Bhavnagar, Gondal, Wadhwan and a village in 
Virpur, 

(ii) Cash assessment based on special averages in 
Palitana. 

(iii) Cash assessment and a surcharge in Morvi 
where also during the war years, the cash assess¬ 
ment was converted into crop share, that being 
more to the advantage of the State. 

(iv) Lump sum assessment in some villages in Bhav¬ 
nagar, Wankaner, Limbdi, Rajkot and Jetpur, 

(v) In the remaining 2,800 villages, there was crop 
share varying from 1/3 and 1/4 to one half. 

The total area under cash assessment was 40 lacs and 
that under crop share was 46 lacs acres. This was the 
position before the World War II. 

The position remained the same during the War and 
thereafter upto 1948-49. 


Rationalization of Land Revenue System after 
Integration 

2. In 1948 came into being the Saurashtra State and 
the first step it took on integration was the Land Re¬ 
forms. 

(a) Conferment of Occupancy Rights, —Pull occupancy 
rights were given free of price by the old Gondal State. 
The rights given by other States viz., Junagadh, Nawa¬ 
nagar, Bhavnagar, Dhrangadhra, Morvi, Limbdi, Wadh¬ 
wan, Jetpur and Bilkha were somewhat short of full 
occupancy rights. In the remaining areas, the peasantry 
was completely tenants-at-will whether they were 
alienated or unalienated. 

By a proclamation made on the 15th April, 1948 the 
new State conferred full occupancy rights in all the un¬ 
alienated villages with rights of transfer and hereditary 
enjoyment. 

(b) Application of uniform Land Revenue Code .— 
There were different Revenue Laws suited to different 
revenue systems of the Covenanting States, and one 
uniform revenue system had to be evolved. The Land 
Revenue Code was, therefore, made applicable uniform¬ 
ly throughout the State with a view to have a uniform 
Land Revenue system, by an ordinance passed in 1948. 

(c) Replacement of crop share system by cash assess¬ 
ment. — As stated above, out of 86 lacs acres of land 
under cultivation nearly 40 lacs acres of land were 
under cash assessment and 46 lacs acres of land under 
crop share. Out of the 46 lacs acres of land nearly 13 
lacs acres were Government lands, being unalienated. 
The prevalence of crop share system side by side with 


Land Revenue . 

cash assessment in the same State for persons holding 
similar rights was inequitable. More than that the fol¬ 
lowing table will illustrate the wjde disparity prevalent 
between village and village under crop share system. 


• - On crop 
share ba¬ 
sis ( 1947 - 
48). 

On 15 
years 

(1933 to 
* 947 ) 
average 

15 years 
average 
On 15 based on 
years ave- 1/4 & 1/5 
rage at share and 
1/4 &1/5 other ces- 
share ses, etc. 

1949 with a ceil¬ 
ing upto 
Rs. 3-6-0 
* 95 ** 5 * 

Samadhiala (Jetpur) 23—2—0 

13 — 3 —it 

9 — 5 — 0 

5—8- 0 

Pratapgadh (Lathi) 20—10—8 

9 — 9—5 

6—3—ij 

5—6—0 

Jodhpur (Wankaner) 19—14—4 

8—7—6 

7—2—9 

5—8—0 

Shedubhar (Bilkha) 17—3—t 

8—12—3 

6—0—t 

5—8—0 

Jarwadla (Patdi) . 15—14—0 

5 —1—‘U 

•4—8—9 

4—8—9 

Gunda (Rajkot) . 15—8—3 

7—6—6 

5—8—4 

K— fl~-Q 

Kalyanpar (Vala) . 14—6—9 

8—1—6 

5— 

5—1—11 

Sagalia (Sarapdad) 14—8—8 

5—12-n 

4—10—3 

4—10—3 

Hadala (Limbdi) . 12—8—5 

8 —4—® 

4—12—6 

4—12—6 

Jaidan . . ra—6—6 

6—10—7 

5 — 5—2 

5 — 5—2 

Alampara (Vanod) 11—14—1 

6—4—8 

4 — 9—4 

4 — 9—4 

Deroi (Kotda) . 11—11—0 

6—6—6 

3—4—8 

3—4—8 

Ankevalia (Dhranga- 10—8—7 
dhra) 

5 — 7—4 

3—8—6 

3—8—6 


The Saurashtra Government was committed to a ratio¬ 
nalised system of land revenue recovery and place it on 
a uniform footing. It was, however, not possible to 
undertake a scientific survey of these lands and fix 
assessment on a scientific basis. The Government, 
therefore, came to an understanding with the peasantry. 
Cash assessment on a scientific basis being impossible, a 
lump sum assessment was fixed based on the averages 
of recoveries of the period between 1933 and 1947, first 
village-wise and then by a small committee village-wise, 
according to the quality of the land from the very first 
year. Next step was rationalisation of the burden. This 
was secured by taking clear 1/4 share of the unirrigated 
crops and 1/5 of the irrigated crops as the basis for 
working out the icomes of the villages for the same 
period. Whatever the disparity in recoveries from State 
to State or Taluka to Taluka was thus neutralized to the 
extent it was possible to do in working out ad hoc 
assessment. 

(d) Removal of all kinds of arbitrary cesses. —Besides 
normal land revenue payable by the tenants, all kinds 
of cesses were being recovered. Some of the cesses were 
called: — 

Havaldari (village watchmen). 

Mandavi (weighee). 

Sukhadi, Kothari (Granary Keeper). 

Jampo (Village guests). 

Kamdar (Manager). 

Khola (for the village Patels). 

Mapa (village craftsmen). 

Kunver Bai Sukhadi 

Muthi chapati (Kharajat). 

For brevity’s sake, they are described in a list given 
in the Appendix I hereto. In the context of the new 
framework, these anachronisms had to be abolished. 

(e) Establishment of a unified survey and settlement 
department. —The need for a comprehensive survey 
embracing the entire area of Saurashtra, was too ob¬ 
vious to need any emphasis. The position regarding 



Village records was equally unsatisfactory. The De¬ 
partment of Land Records with a Director of Land Re¬ 
cords and Settlement was set up. The Survey Depart¬ 
ments in each district were organised and survey of un¬ 
surveyed areas was immediately taken on hand. So fju: 
17,20,000 acres of agricultural land have been surveyed. 

(f) Tenancy Protection Legislation .—The Government 
also passed an interim legislation for the protection of 
tenants of Zamindars to be followed by a legislation 
called the Saurashtra Gharkhed Tenancy Settlement & 
Agricultural Lands Ordinance, 1949 to secure fixity of 
tenure and protection against rack-renting. These steps 
were largely based on the Bombay Tenancy Legislation 
and constituted a major attempt at the solution of the 
problem more or less on traditional lines. 


Types of tenure 

3. Types of tenures obtaining at the time were as 
under : — 

Acres 

(i) Occupancy tenure in unalienated lands . 53>95>®9° 


(q) Girasdari tenure: 


(a) Under cultivation by Girasdars person¬ 
ally. i 

7 . 38 . 35 I 

(b) Under cultivation by tenants holding 
from Girasdars. 

16,88,707 

(3) Under cultivation by Mers & Maiyas per¬ 
sonally. 

37 .J 64 

Cultivated by tenants holding from Mers & 
Maiyas. 

4 .M 9 

(4) Barkhali tenure: 


Under cultivation by Barkhalidars for self- 
cultivation. 

x,57.66o 

Under cultivation by tenants holding from 
Barkhalidars. 

5 . 53 . 37 P 

Number of occupants holding unalienated 
lands. 

1,84,835 

Number of Girasdars cultivating land per¬ 
sonally. 

8,128 

Tenants holding from Girasdars 

55.05a 

Mers and Maiyas cultivating land personal¬ 
ly- 

3 , 7 oa 

Tenants holding from Mers . 

358 

Number of Barkhalidars cultivating land 
personally. 

5,63a 

Number of tenants holding from Barkhali¬ 
dars. 

a 8,553 


Items No. 2, 3 and 4 related to the lands with the 
alienees totalling 31 lacs out of 86 lacs acres of total 
cultivated area or in other words more than one-third 
of the total area under cultivation in the State. 

4. It was felt that instead of tackling the problem 
piecemeal, a lasting solution should be reached. The 
Saurashtra Agrarian Reforms Commission was, there¬ 
fore, appointed to examine and report on comprehen¬ 
sive agraian reforms. The.recommendations of the Com¬ 
mission were accepted with some modifications and 
.three Bills were prepared which were adopted by the 
“Legislative Assembly with the consent of the land¬ 
holders, viz. 


1. The Saurashtra Land Reforms Act, 1951. 

2. The Saurashtra Barkhali Abolition Act, 1951. 

3. The Saurashtra Estates Acquisition Act, 1952. 

' These legislations aim at abolition of Girasdari and 
Barkhali tenures and securing occupancy right for the 
tenants. 

The Land Reforms Act is an enabling legislation, 
which seeks to confer occupancy rights to the tenants 
on payment by them to the Giradars of occupancy price 
fixed at six times the cash assessment and abolish Giras¬ 
dari on the Government paying 15 to 21 times the assess¬ 
ment in yearly instalments without interest. The 
Barkhali legislation brings all the Barkhali lands direct¬ 
ly under the Government. The Estates Acquisition Act 
is also an enabling legislation enabling Government to 
take over non-agricultural lands belonging to' the Giras¬ 
dars and Barkhalidar alienees. 


As a result of these three enabling legislations, 28,000 
Girasdars and 19,000 Barkhalidars will be liquidated and 
83,000 tenants will acquire occupancy rights. 


5. We have already given in the preceding paras, a 
brief survey of the measures taken to secure Land Re¬ 
forms during the last 5J years. This will bring 36,00,000 
acres under Government. For further details, we re¬ 
quest a reference to the paper submitted by Saurashtra 
Government to the 13th annual conference of the Indian 
Society of Agricultural Economics held at Trivandrum 
(vide Appendix II). 


Implementation of Land Reforms 

6. Implementation of the Land Reforms involved the 
following: — 

(a) conferring occupancy rights on the tenants, 

(b) allotting land for self-cultivation to the tenure 
hdlders, 

(c) payment of compensation and annuity to tenure 
holders, 

(d) taking over of non-agricultural lands. 


So far as conferment of occupancy rights on tenants 
is concerned, the total number of tenants is approximate¬ 
ly 83,000, of which, 55,000 are under Girasdari tenure 
and 28.000 under Barkhali tenure. The Saurashtra 
Agrarian Reforms Commission had held that Girasdars 
held some kind of a proprietary interest in the land and 
Girasdari tenants can become occupants only on pay¬ 
ment of six times cash assessment while the Barkhali¬ 
dars were merely alienees from the Government and 
the Barkhali tenants will not be responsible to pay any 
occupancy price. The Girasdari tenants are now in 
possession of about 20 to 21 lakhs of acres of land and 
Barkhali tenants are in possession of 6,50,000 acres of 
■land. As a result of the legislation, Girasdari tenants will 
be left with 17,92,600 acres and Barkhali tenants will be 
left with 6,13,000 acres of land. About 29,000 tenants of 
the Girasdars have paid up six times cash assessment 
and it is expected that in the coming year between 
10 to 12 thousand will similarly pay up the occupancy 
price payable by them. Out of 29,000 applications sub¬ 
mitted 12,000 applications have already been disposed of 
and according to the schedule worked out by Govern¬ 
ment the remaining applications will be disposed of 
before the end of February 1954. 


As regards Barkhali tenants, all of them have sub¬ 
mitted applications for occupancy certificates and 22,000 
applications have been disposed of. The remaining will 
be disposed of by the end of the year. Thus, 6,13,000 
acres of land will pass over from Barkhalidars to their 
tenants by the end of February 1954. It is expected that 
by the end of March 1955, the entire number of 83,000 
tenants in the alienated villages will have become occu¬ 
pants holding Government lands. 


There are about 28 to 29 thousand Girasdars and 19,000 
Barkhalidars. They are in possession at the moment 
respectively of 7,75,000 acres and 1,50,000 acres. As a 
result of the implementation, the Girasdars will get 
2,33,000 acres additional land by way of self-cultivation, 
thus totalling 10,08,000 acres. The Barkhalidars had 
1,50,000 acres in their possession and will get 37,000 
acres extra, making a total of 1,87,000 acres. These allot¬ 
ments will have been made by the end of December 
1953. 



7. The financial Implications of the implementation are indicated in the statement below : 


Short description of statements 

[ Approximate net financial liability 
of or gain to Government during 
ar year 

Remarks 


Net liability 

Net gain 


Rs. 

Rs. 


i. Acquisition of occupancy rights by tenants from Girasdars . 

nil 

nil 


2. Payment of compensation and rehabilitation grant by Government 
to Girasdars. 

nil 

39,12,500 


3. Government receipt of assessment in respect of gharkhed and non- 
gharkhed land of Girasdars at present & those now to accrue. 

nil 

1,29.37.500 

After 21 years Govern¬ 
ment will derive net 
annual gain of 

Rs. 32,62,500. 

4. Payment by Government to Barkhalidars of cash annuity 

nil 

27.56,250 


5. Government receipts in respect of gharkhed and non-gharkhed land 
of Barkhalidars at present and those now to accrue. 

nil 

38,34,375 

After 2t years Govern¬ 
ment will derive net 
annual gain of 

Rs. 9,46,875. 

Total 

nil 

2,34.40,625 



8. This does not include the administrative and de¬ 
velopment charges which the Government will have to 
incur in respect of these villages. Gram panchayats alone 
will claim 20 to 30% of the land revenue, to say nothing 
of a large percentage of expenditure involved in village 


improvement. Even at a moderate estimate, the ap¬ 
proximate cost during 21 years would be in the neigh¬ 
bourhood of rupees 2 crores, calculating development 
charges at the rate of 12i% as shown in the table 
below: 


Development charges of the landed estates during a i years of liquidation 



Girasdars 

Barkhalidars 

Total 

Remarks 

1. Approximate area of land (which 
was alienated). 

Acres. 24,75,000 (of this 
about 12 lacs acres will 
be Girasdars’ gharkhed 
plus land under personal 
cultivation and 12,75,000 
acres will be cultivators’ 
occupancy holding under 
the provisions of the Act.) 

Acres. 7,00,000 (of this 
approximately half the 
area will be Barkhalidars’ 
gharkhed plus land under 
personal cultivation and 
the other half will be cul¬ 
tivators’ occupancy hold- 

mg-> t 

Acres 

3 i, 75 ,°°° 


a. Approximate annual receipts of 
land revenue on Girasdars/ 
Barkhalidars as well as their 
tenants becoming occupants. 

Rs. 

60,00,000- 

Rs. 

16,00,000 

Rs. 

76,00,000 


3. Percentage of development char¬ 
ges. 

12 1 % 

I2l% 

| 

I2i% 

The receipts on account 
of i2i% arc sdready 
accounted for in the 
separate tables of 
assessments on ghar¬ 
khed and non-ghar¬ 
khed land. 

4. Annual amount of financial lia¬ 
bility of Government on the 
percentage basis. 

7,50,000 

2,00,00 

9,50,000 


5. Total liability during at years. 

1,57,50,000 

42,00,000 

1,99,50,000 



Survey and settlement organisation will of course 
be a legitimate charge upon the resources of the State 
and it has therefore not been calculated. 


9. It will thus be seen that on the whole, the State 
will not be a loser as it will not be a gainer by the 
liquidation of Zamindari in Saurashtra. The reforms 
will have these merits: 

(1) Thirty-six lakhs acres of alienated land will 
pass over to the Government. 

(2) 83,000 tenants, whatever their holding will be¬ 
come full occupants of the lands and will pay 
their dues to the Government. 

(3) State will be incurring no present liability or 
encumbrance. It will pay the compensation 
amount from the recoveries from the lands so 
transferred by the Girasdars or the Barkhali- 
dars to the Government. 


(4) Government will be bearing development char¬ 
ges and administrative charges for a period. But 
it will be entitled to recover its dues from the 
Girasdars and Barkhalidars for lands under 
their self cultivation. 

(5) While providing for the tenantry, the Govern¬ 
ment will be simultaneously rehabilitating the 
whole class of alienees—Zamindars and Bar¬ 
khalidars. forming a population of about 4 to 
5 lakhs, who held a very important place in the 
body society of the State. 

In short, the reforms provide for everybody including 
the Land Holders and the tenants; they will throw no 
financial liability upon the Slate and by the end of 1954 
there will be only one tenure in Saurashtra and that is 
the Occupancy Tenure. 

10. The Government of Saurashtra is devoting 
thoughtful consideration to the ultimate land policy. 
The question of ceiling on holdings was carefully con-, 
sidered keeping in view the three objectives mentioned 
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by the Planning Commission viz., (1) social justice, (2) 
economic efficiency and (3) maintenance and increase of 
agricultural production. The Government of Saurash- 
tra have decided to place a limit for future acquisition 
and provisions to that effect have been embodied in 
“Saurashtra Prevention of Fragmentation and Regula¬ 
tion of Holdings Bill” which was introduced in the 
State Legislative Assembly during its last session, and 
has now become law. The maximum holding will be 
three economic holdings. We have taken a rough land 
census. It is ascertained that persons with more than 
three economic holdings i.e., more than 120 acres of land 
in alienated and unalienated villages number 2,882; the 
total acreage in their possession being 5,17,000. The 
Government has already prescribed a maximum limit 
for self-cultivation in the Land Reforms and Barkhali 
Abolition Acts at three economic holdings and an Act 
has now been passed prescribing similar limit for the 
unalienated holdings. 


11. It has also been provided that the restriction on 
transfer of land shall not apply to: — 

(a) acquisition by succession or inheritance 

(b) acquisition by a co-operative society 

(c) acquisition of such block areas used as planta¬ 
tions as may be excluded hy general or special 
order of Government or 

(d) acquisition by such charitable, educational or 
other public institution as the Government may 
by special order, direct. 

There are no large scale mechanized farms in Sau¬ 
rashtra but there are private orchards, which are 
exempted. 

12. Consequent on the implementation of the Land 
Reforms Act and because of the rules obtaining in old 
States in respect of leasing unalienated lands, no pro- 1 
blem in the shape of tenancy will be left in Saurashtra 
except to a very small extent. Another legislation has, 
therefore, been passed prohibiting leases of land. The 
State is determined not to allow absentee landlordism 
to develop in any shape or form hereafter. The Assem¬ 
bly has also passed a bill preventing fragmentation of 
land holdings. There is a bar against transfers by sale 
or mortgage, partitioning or otherwise, of so as to create 
a fragment. 

13. There are no large cultivable waste areas in 
Saurashtra. Whatever is available is being used in 
making good the deficit in economic holdings caused by 
allotment of land for personal cultivation to Girasdars, 
Barkhalidars and other tenants. Some land will be re¬ 
quired to settle cattle breeders, of which there is a large 
population in the State. 

14. The size of an economic holding as recommended 
by the Agrarian Reforms Commission indicates the low 
productivity of our soil. The Commission observes as 
under: 

“An economic holding as stated by the Congress Agra¬ 
rian Reforms Committee must afford a reasonable stan¬ 
dard of living to the cultivator, provide full employ¬ 
ment to a family of normal size and at least a pair of 
good bullocks and have a bearing on other relevant 
factors peculiar to the agrarian economy of the region. 
The Saurashtra Government have fixed 32 acres as an 
economic holding throughout Saurashtra, but the hold¬ 
ing must vary according to the agronomic conditions of 
different parts of the province. The enquiries made by 
us suggest the following approximate area of economic 
holdings for different regions. 

Approx, 
area of eco- 

Region nomic 

holding 

Jhalavad District, Halar District, Wankaner & Morvi 40 acres 
Talukas of Madhya Saurashtra. 

Gohilwad District ...... 32 acres 

Sorath District 

Porbandar and Ranavav area excluding Ghed 40 acres 
area. 

Ghed area ..25 acres 

Five miles wide seashore belt from Madhavpur to Ko- 20 acres 

dinar. 

Rest of Sorath District ... . . 30 acres 

In the Commission’s view a farm family of six per¬ 
sons will require a holding of the size mentioned above 

for economic maintenance, and nowhere in the country 


except perhaps in some parts of North Gujerat, is the 
‘economic holding’ of the size considered necessary in 
Saurashtra by the Commission. 

15. The following table shows that Saurashtra has 
very large percentage of area of land under cultivation 
as compared to some other regions. 


State 

Total area 
in million 
acres 

Cultivated 
area in mil¬ 
lion acres in¬ 
cluding cur¬ 
rent fallows 

Percentage 

Bombay 

71*3 

34*7 - 

48-7 

Madhya Pradesh . 

* 3-3 

33*4 

39*9 

Orissa 

38-5 

II'O 

28-5 

Madhya Bharat 

• 99*7 

IS* t 

40*6 

Travancoce Cochin 

5-8 

3-2 

55*6 

Mysore • . 

18-8 

10-3 

54*5 

Saurashtra . 

• * 3*7 

8-6 

62-7 

All India: 




Before Partition . 

. roo6-o 

326-0 

32-0 

After Partition 

812-5 

270-9 

33*4 


It is apparent that there are no possibilities of any ex¬ 
pansion of area under cultivation in Saurashtra. On the 
contrary some lands will have to be brought back under 
afforestation and grass. 


Survey and Settlement 

16. The following statement shows pre-merger posi¬ 
tion as regards survey in alienated and unalienated 
villages: 


Unalienated villages Alienated villages 


Name of District Total No. of Total No. of 

* t alienated unalienated 

S. N.S. villages & alienated 

S. N.S. villages 



Sorath . 

604 

63 

130 

205 

1,002 

Madhya Saurashtra 

533 

60 

53 

349 

995 

Jhalavad 

167 

B6 

4 * 

376 

670 

Gohilwad . 

57 * 

97 

100 

299 

*,067 

Halar 

49 * 

*7 

36 

136 

680 

Total 

2,366 

323 

360 1,365 

4 . 4*4 


♦Surveyed. 

fN.S.—Unsurveyed. 

17. In several surveyed villages the former adminis¬ 
trations used to collect revenues in crop share. The main 
object being to get the largest share possible nobody 
cared for boundary marks. These old surveys, therefore, 
will have to be practically redone. The survey in the 
former alienated villages was mainly for the purposes 
of partitioning villages. It is estimated therefore that 
survey will have to be done in all in 2,200 villages. The 
extent of survey operations will cover an area of 43 "29 
lakhs acres. 

18. At the time of integration the number of survey¬ 
ors with the State was hardly 100. We have been 
training thereafter surveyors from year to year. The 
total number of surveyors with us at present is 300. Ac¬ 
cording to our estimates, by the end of 1958, the entire 
survey work will be over. Survey work done so far, 
during 1949 to 1953, being 17 lakhs acres. 

Basis of Settlement 

19. Because of existence of too many small states, 
estates and talukas there was no uniform basis of land 
revenues system. Broadly speaking there are three 
bases adopted for working out the land revenue system 
in Saurashtra: 

(a) Cash assessment hy-regular scientific survey in 
pearly 1,700 villages, 
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(b) Lump sum assessment worked out on averages 
of the income for the period 1933—47 in the 900 
unalienated villages paying ■ crop share before 
integration. 

(c) Assessment calculated on the arithmetic average 
of assessment leviable in the surrounding un¬ 
alienated villages for the purposes of the Land 
Reforms Act and the Barkhali Abolition Act in 
1,726 alienated villages. 


Distribution of area—Crop-wise 

23. The present distribution of cultivable area accord-. 
ing to the types of crops is as under: 

Dry crop area . . . . 9/10 of occupied area. 

Irrigated area including area under 1/10 of occupied area, 
well irrigation. 

Area under cultivation 


20. It is the desire of the Government that classifica¬ 
tion should be taken up side by side with survey. There 
are four difficulties, however, facing Government in this 
work: (1) Lack of sufficient experienced staff. Due to 
this it will be risky to undertake classification as these 
people have no experience of classification. The whole 
effort may end in waste of public time and money and 
create complications. (2) The second difficulty is that 
the unsurveyed areas are scattered over various talukas 
and mahals and any illconsidered effort to settle them 
may also create complications. (3) The third difficulty 
is the implementation of Land Reforms. Field to field 
allotment of lands is first to be cleared and orderliness 
restored in these villages. (4) And finally, we have to 
decide upon a method of classification. The basis of 
settlement in the former states was not uniform. In 
some states they had followed Pratwarr system of Guje- 
rat; in others they had followed the Vargawari system 
of Deccan. The difference between the two is that the 
former assigns rates item-wise. The basis lies in the 
colour, depth and quality of the soil, counterbalanced by 
factors such as gravel, sandy character of the soil, slope, 
etc. The latter system divides the soil in categories, num¬ 
ber-wise and field-wise. In the former system water is 
given an anna value having regard to quality and 
quantity of the supply. In the latter system wells are 
classified and the rates are fixed on the basis of the class. 
An additional difficulty is the situation of the village or 
the field according to' as to whether it is near or away 
from water facilities and water courses. With the staff 
we have got, it may be necessary for us to accept the 
Deccan model rather than Gujerat one. It is based upon 
certain factors which can be easily observed by even 
reasonably experienced classes. The system is speedy. 
Moreover the scales of Pratwari system have not been 
successfully worked out even in Gujerat. Our technical 
advisers also are of the opinion that we should follow 
the classification method as obtaining in Deccan. 

21. We have not taken any decision one way or the 
other. We are proceeding on the basis that we should 
first of all finalize the settlement of the alienated vil¬ 
lages and those unalienated villages where the system 
was crop-share till integration. We have one more faci¬ 
lity so far as these villages go. Till recently they were 
giving crop share and we have the figures of crop share 
for the last 20 years in most of the cases. That will be 
a useful factor in determining settlement. We hope 
that such a settlement will approximate the figures now 
fixed and will not upset the peasantry or our financial 
interests. This will be a new basis. It is possible in 
the context of the present circumstances because we 
have figures of crop yields almost village-wise. But in 
absence of such figures we think we should follow the 
basis of rental value adopted in Bombay Land Revenue 
Code. The basis of profits of agriculture is advocated on 
the ground that there is a shift in cultivation from food 
crops to money crops to a very marked extent, and the 
rental value may not be a sufficient guide to determine 
the returns. But ultimately this place is linked up with 
Gujerat and we cannot afford to be oblivious of our own 
position, lest this long term programme may be serious¬ 
ly prejudiced. Secondly, our soil is poor and the pres¬ 
sure of circumstances has driven the population to 
utilise even marginal lands. Finally the cultivator, till 
recently working under conditions of feudalism will 
require some margin of profit for re-investing it in land 
Our view therefore is that the rental value is the cor¬ 
rect basis of assessment. 

The time of the previous Settlement 

22. The following table shows the comparative dates 
of survey and classification in various former States in 
unalienated villages : 


Paddy .... 

71,700 

acres 

Juwar . . 

19,91.900 

acres 

Bajri .... 

25 , 92 > 7 oo 

acres 

Wheat (irrigated) 

1,26,700 

acres 

Wheat (dry) 

67,700 

acres. 

Gram . 

58,700 

acres 

Maize . 

2,600 

acres 

Barley . ■ . 

1,200 

acres 

Groundnuts , . 

u, 57 , 3 oo 

acres 

Til. 

2,80,700 

acres 

Castorseeds 

3 C 700 

acres 


14,69,700 

acres 

Sugar Cane 

12,800 

acres 

Cotton .... 

9 , 33,509 

acres 


9,46,300 

acres 

Fodder Crops . 

1,89,800 

acres 

Vegetable and garden crops 

1,64,600 

acres 

Miscellaneous . 

2,22,400 

acres 


5,76,800 

acres 

Padtar bids, fallow etc. 

9,77,000 

acres 


1 5 , 53 ,^oo 

acres 

Grand Total 

88,83,000 

acres 

Less area under double crop¬ 

2,95,000 

acres 

ping. 




85,88,000 

acres 


Co-operative farming 


24. Coming to the question of co-operative farming 
and land management policies, the Saurashtra Govern¬ 
ment have undertaken a land census. The implementa¬ 
tion of the Land Reforms has cast an appreciable bur¬ 
den on the State Government’s machinery. It will take 
sometime before the census is ready. Nevertheless, the 
State has decided on a policy of making land available 
to displaced persons, co-operative societies, harijans, 
landless labourers and cattle breeders in order of their 
priority, the preference being given to the co-operative 
societies. Since however, the problem in Saurashtra is 
over-utilisation of land, we do not expect larger revenues 
out of it or large spending on it. 

Land Revenue Administration 

25. Bombay Land Revenue Code and Rules are made 
applicable to State of Saurashtra. The tenants holdings 
from Government have got full occupancy rights. . Their 
rights are inheritable and transferrable. The tenants 
pay cash assessment revisable after a period of 30 years. 
The normal provisions as to survey and settlement and 
other allied matters are also there. The suspended land 
revenue is recoverable within four years subject to an¬ 
na wan. The Government has got a right to enforce it 
against alienees or transferrees, of occupancy rights. 


Junagadh . 
Nawanagar 
Bhavnagar . 

Wadhwan . 


Year of Survey Classification 

1895-1905 i 9I9 

original 1899-1916 1910-1942 

original 1868-1879 1876-1900 

revision 1923-1928 
original 1978 
revision 1918 


. , 2 ®- The system of suspension and remission is regu¬ 
lated by the administrative orders under the Land Re¬ 
venue Code of Bombay. The system of annavari is a 
new system for the Revenue Officers in Saurashtra, but 
they are catching up. Half the assessment is suspended 
i f j°, y ?, a] L ls below 6 ,- annas in a rupee and fully sus¬ 
pended if the year is below 4 annas in a rupee There 
was no occasion for remission except to a negligible ex¬ 
tensor floods in 1950,51. .The system of suspen! on and 
remission extends to alienated lands also. Full suspen¬ 
sion had to be ordered in the years 1948-49 and 1951-52 
a^ewWllages Scamt5r conditions and half in 1952-53 in 
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27. No land cesses are recommended for the State 
and hence the question of allocation of cesses to local 
bodies does not arise. The levy of non-agricultural 
assessment is governed by the provisions of the Bombay 
Land Revenue Code and Rules. The working of the sys¬ 
tem has got to be adjusted to the existing conditions in 
Saurashtra. House sites in the villages were usually 
held in the pre-integration period on a tenancy-at-will 
basis in the case of non-agricultural classes and free 
of rent in the case of agricultural classes. With a view 
not to disturb the rural set up too much at a time the 
original tenure is continued. But if a person wants to 
acquire occupancy rights or rights of sale, he has to 
pay non-agricultural assessment according to rules. It 
is only then that he can transfer the land unless he had 
an existing right of transfer already given to him. Non- 
agricultural assessment is now fixed on a population 
basis. If the population is less than 2,000, normal rate 
is one pie per sq. yard. If the population is more than 
2,000, the assessment is fixed at two pies per sq. yard. 
As regards urban areas the Government operates under 
rule 43(A) of the Land Revenue Rules, which empower 
higher charges. A controversy is still going on between 
the State Government and municipalities whether the 
Government is entitled to get the assessment so recover¬ 
ed. It will take some time before the actual potential of 
this source of revenue can be reasonably estimated. At 
the moment, we have no separate figures for non-agri¬ 
cultural rates. But now that.the village and taluka forms 
have been introduced in aM places, it will be possible 
to get these figures in the next year. 

28. The Land Revenue administration in Saurashtra 
resembles the one in Bombay except that we have con¬ 
tinued the system of the Revenue Commissioner and a 
system of Revenue Audit after the Mysore model. The 
Revenue Audit Section is working under the Finance 
Department. It is meant to tighten-up revenue adminis¬ 
tration in accounts and forms from the Talati level to 
the Collectorate. It serves the purpose in a way of initial 
audit at Government level. 


29. As regards collection of land revenue, there is a 
provision in the Gram Panchayat Act whereby a Gram 
Panchayat of B Class can be authorised to recover land 
revenue. There are three checks placed on the Gram 
Panchayats. First of all, it has to run its administra¬ 
tion to the satisfaction of the Government, but it is given 
that power. Second, Talati should belong to the Gov¬ 
ernment cadre. And third, the cultivators in the village 
shall hold themselves jointly and severally responsible 
for Government dues. 


30. The administrative machinery is composed of the 
Revenue Secretary, the Revenue Commissioner, Collec¬ 
tors, Deputy Collectors, Mamlatdars, Mahalkaris, Circle 
Inspectors and Talatis. The offices of the Police Patel and 
the Revenue Patel have been amalgamated for reasons 
of economy. 


31. The appeals by assessees lie to the Revenue Tri¬ 
bunal as provided in the Bombay Land Revenue Code. 


Land Revenue—Collections and Recoveries 


34. The break up of land revenue into permanent, 
fluctuating and other types of revenues is shown here¬ 
under: 



Fixed 

Fluctuating 

Others including 
land sales and 
sale of grass 

1948-49 

. 66,08,920 

44,60,308 i 

**, 03 , 77 * 

*949*5° 

• *.59.3°.374 

**.74,735 

12,98,077 

*950-51 

• *.9*.43>734 

23,81,108 

8,65,3*6 

*95**5* 

• *,*7,44.79* 

10,82,2*7 

14,22,7*0 

*95**53 

• *,55.28,937 

14,34,318 

ao.59.759 


The fluctuating revenue includes the following items: 

(1) Assesse’d waste land given for cultivation for 
not more than 5 years, 

(2) Eksali lease, 

(3) Sale of trees, 

(4) Occasional water rate, 

(5) Grazing, 

(6) Fruits, 

(7) Sale proceeds of occupation rights, etc. 

Other types of revenues include the following items:— 

(1) Sale of grass, 

(2) Recovery on account of survey and settlement 
charges, 

(3) Sale proceeds of waste lands, 

(4) Collection of payments for services rendered. 

35. On a rough computation, the cost of collection 
comes to about 16% of the total ordinary revenue 
collections. 

36. The Saurashtra peasantry is punctual so far as 
payment of normal land revenue is concerned. On 
account of two famine years and one flood year since 
integration they had to draw large sums by way of 
Tagavi. The present position in the matter of advances 
and recoveries is stated as under. 



Advances 

Recoveries 

* 948-49 • 

. . 52,40,108 

8,71,910 

1949-50 . 

. *,26,54,229 

34,50,088 

*950-51 

62,66,341 

43,50,288 

* 95 *- 5 * • 

95 , 32,298 

31,12,702 

* 95**53 • 

74,72,427 

70,73,0*8 


4,11,56,403 1,88,68,006 


32. The land revenue was the second largest source 
of revenue after the customs in the pre-integration 
period. The figures of land revenue before the World 
War II are not available. Very few States had a sys¬ 
tem of Budgets and those that had that system rarely 
enforced it in the sense in which it is being done now. 
Some administrative reports are available but it is very 
difficult to collect any data therefrom. These adminis¬ 
trative reports were also confined to bigger States. The 
figures of revenue during the War years are therefore 
not available. We have, however, with great difficulty 
been able to collect some figures for the period 1944-45, 
1945-46 and 1946-47. These give a very vague idea 
of land revenue receipts during that period. The ave¬ 
rage land revenue receipts were of the order of Rs 
3,16,00,000, and cesses or Babats Rs. 25,00,000, These 
figures do not cover alienated lands. Statistics after the 
period 1946-47 are given hereunder:— 


1948-49 . 
*949*5° • 
i95°-5* • 
*95**5* • 
*95**53 • 


*,**, 73 >ooo 
*>95,°3>*86 
*.*4.9°. *58 
*.5*>49,7*9 
*»9°»*3>°*4 


33. The break up of the land revenue in relation to 
agricultural and non-agricultural uses of land is not 
separately available. 

32 — 2 iT. E. Com. 


APPENDIX I 

Illustrative List of Miscellaneous Taxes, Veras, Ijaras 
etc. abolished after integration 

.1. Betrothal Tax 

2. Bhagya Vero 

3. Bhindi Nala 

4. Chandlo at the time of Marriage 

5. Charkha Vero 

6. Chhapa Taka 

7. Chila Vero 

8. Chula Funk 

9. Dakla Fee 

10. Darji Sancha.Vero 

11. Dasture Amal 

12. Dhablo 

L3. Dhandha Vero 

14. Dhed Vero 

15. Dhotali Tax at the time of birth of a baby 

16. Dudh Vero 

17. Gadi Najarano 

18. Gam Zanpo 

19. Gold and Silver Laga 

20. Govindji Maharaj-no-Lago 
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21. Hathi Vero 

22. Jhul Sutar Vero 

23. Kadia Vero 

24. Kamdar Vero 

25. Kamdar Lago 

26. Kamod Chhadai 

27. Kanya Chori 

28. Karkun Varad 

29. Khol Tax 

30. Kolsha 

31. Kumbhar Chakda Vero or Intia Vero 

32. Kundi Bhadun 

33. Kunvar Pachhedo 

34. I^utra Vero 

35. Luvar Dhaman Vero 

36. Masjid Vero 

37. Mochi Vero 

38. Monthly tax on Boot Polishers 

39. Monthly tax on Vagharis exporting Datan outside 
Dhrol territory. 

40. Mundka Vero 

41. Mustidi-ni-Petkhai 

42. Najaranas 

43. Pada Parshaman 

44. Pinjan Vero 

45. Rahdari Choki Fee 

46. Rakholia 

47. Rangara Vero 

48. Sadavrit 

49. Sadi Vero 

50. Satrunjaya Mahai*aj-no-Lago 

51. Savar Vero 

52. Shal Sutar Vero 

53. Sompura Hathoda Vero 

54. Sutar Vero-Vansla Vero 

55. Tax on Marriage 

56. Tax on Re-marriage 

57. Taxes on Soni, Khatri, Koli, Bhil, Harijan, Kansara, 
Kanbi, Khoja, Khatki, Gola, Ghanchi, Ghani Vera, 
Satvara. Depala, Pinjara, Bhavsar, Rabari, Rajput, 
Mali, Vora, Sanghadia, Sarania. 

58. Tel Tax 

59. Ubhad Tax 

60. Un Tax 

61. Vakhar Vero 

62. Valava Dasturi 

63. Vepari Vero 

64. Veth 

65. Folai Tax 

66. Bhada Vero 

67. Chhabilaji Maharaj-ni-Varad 

68. Dharmau Upaj 

69. Gai Phala—A Tax for fertilising Cow by Sarkari 
Bull. 

70. Gamot 

71. Gondaro 

72. Indhan Vero 

73. Jungle Vero 

74. Kelavani Kharch 
, 75. Khar a j at 

76. Lakda ni Choth-fee 

77. Mapun 

78. Tax on Grass Storage 

79. Thakar Mandir Tax 

80. Umara Vero for Vaghari 

81. Un Dan 

82. V*i Fee 

83. Sarda Dasturi 

84. Liquor 

85. Manure 

86. Bidi Tamaku 

87. Grass Depot 

88. Pinjan 

89. Holi 

90. Tolai 

91. Zarda Bazar. 


APPENDIX II 

Paper submitted to the 13th Annual Conference of the 
Indian Society of Agricultural Economics, held at Tri¬ 
vandrum on 27th and 28th December, 1952 

Land Reform Legislation in Saurashtra 

1. The State of Saurashtra came into being on the 
15th of February 1948. Before that date- the penmsula 
of Kathiawar was made up of more than 200 different 
administrations and was broken up into 860 different 
areas, because various administrations were themselves 
made up of small bits here and there. The very first 
problem that faced the new Government of Saurashtra 
was that of land revenue system. The different States 
and estates had different forms of assessment systems, 
but by and large assessment was collected in the form 
of crop share. There were, however, certain areas 
where the cultivators used to pay crop-share direct to 
the States and certain other areas where there were 
intermediaries. Out of 4,415 villages in Saurashtra, 2,689 
villages became Khalsa, that is to say were villages 
where cultivator was in direct relationship with Gov- 
ernment, while 1,826 villages forming about one-third of 
the State remained non-Khalsa or alienated and were 
held by different categories of land-holders. 

2. In the Khalsa portion, -the cultivators had in law 
the character of tenants-at-will whose land could 
be resumed by the State at its will. Assessment was 
taken, in a greater portion of the area, in the form of 
Bhagbatai (crop-share) and apart from the crop share 
there were various cesses and there was also the sys¬ 
tem of forced labour. As a first step Government de¬ 
clared that all tenants of Khalsa land would become oc¬ 
cupants straightaway without any payment of occu¬ 
pancy price, and that assessment would thereafter be 
recovered in the form of cash and not in kind. These 
were considered the immediate steps that were neces¬ 
sary to go over gradually from the old feudal economy 
to a modern system of land assessment. As it was 
obviously impossible to undertake immediately regular 
survey and settlement, ad hoc cash assessment was 
fixed village-wise based on the revenues of previous 
years. All other cesses and indirect taxes were abolish¬ 
ed in toto. 

3. In the remaining 1,726 villages, however, the pro¬ 
blem was not so simple. There were intermediaries 
with different kinds of tenures, who had different rela¬ 
tionships with Government, and different relationships 
with their tenants. All the tenants in these areas, how¬ 
ever, were considered to be definitely tenants-at-will 
who could be evicted by giving certain notice before 
the beginning of a crop-year, except that, where the 
land-holders had already taken occupancy price from 
the tenants, the tenants could not be so unceremonious¬ 
ly evicted. Here also, the legal position was not spe¬ 
cifically defined and it was possible for a land-holder, 
who had taken occupancy price, to evict the tenant in 
certain cases. The tenant had to pay to the land-holder 
rent in crop-share which varied from i to § of the 
crop He was liable to pay Santi Vero (Plough tax) to 
the extent of Rs. 20 to 40 per Santi (i„e., about 40 acres). 
On account of vaje or crop share system he had to give 
multifarious lagas and letries and many cesses such as 
Havaldari, Sukhadi, Zampo, Kamdari, Mapla, Mana- 
Mapa, Kunver pachhedo, Muthi-chapti, Kharajat etc. 
over and above Santi Vero. There were many other 
taxes known as Chula vero, Ubhad vero, Chakda vero, 
Maswadi vero, Kanya chori etc. While on the confer¬ 
ment of occupancy rights, introduction of cash assess¬ 
ment system and on abolition of vero and veth, the 
cultivators of Khalsa villages were at once brought on 
equal footing with occupants of Rayatwari tenure, there 
were still more than 83,000 tenants in these 1,726 villages 
existing as tenants-at-will of their feudal land-holders 
who were about 52,000 in number. In context of the 
processes of complete democratisation and transforma¬ 
tion of feudal order into a social order in tune with the 
changed conditions, the position of non-Khalsa tenants 
was soon found untenable. 

4. The land-holders themselves were of various classes 
called Talukdars, Bhayats, Bhagdars, Mulgirasias, Bar¬ 
khalidars, Jtwaidars, Inamdars and so on, who had 
different rights vis-a-vis the State. The former four 
were generally known as Girasdars and the latter cate¬ 
gory as Barkhalidars. The Girasdars maintained a claim 
of proprietorship of land while the Barkhalidars had 
interest only in the revenues. Barkhalidars thus corres¬ 
ponded to some extent with the Jagirdars of other 
States but there were cases in Saurashtra where Bar¬ 
khalidars had been created by the Girasdars and not by 
the State. Such Barkhalidars had a lower status than 
other Barkhalidars, but in practice the distinction had 
ceased to be material. 

5. The reforms introduced in Khalsa areas had natural 
repercussions on the cultivators in non-Khalsa areas. 
There began to grow a consciousness of their rights -and 
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demand for equal treatment in the matter of rent and 
tenure with their brethem in Khalsa villages. At the 
same time, the land-holders became restive and thought 
that the best thing to do was to secure land as gharkhed 
(land for personal cultivation) and to settle their dis¬ 
putes of rents with their tenants. The situation could 
not be left alone, allowing land-holders to evict the 
tenants or to continue exaction of excessive rents nor 
the tenants could be allowed to repudiate legitimate 
rights and interests of their land-holders in violation of 
law. 

6. The problem as it existed then could be divided in 
3 distinct parts:— 

(1) relationship between the' land-holders and the 
State, 

(2) relationship between land-holders and the 
tenants, 

(3) the ultimate abolition of the land-holders. 

The Government attempted to meet the situation pro¬ 
gressively in the traditional manner by dealing with 
the first two issues individually and proceeded to legis¬ 
late. Within 5 weeks of its inauguration, Government 
promulgated the Saurashtra Tenants Protection Ordi¬ 
nance No. XXIV of 1948. Briefly this Ordinance pro¬ 
vided for:— 

(i) protection of tenants against arbitrary evic¬ 
tion, 

(ii) allowing a land-holder to determine the tenancy 
of a tenant by giving 6 months notice in respect 
of land which was required by him for personal 
cultivation, and 

(iii) enabling a tenant to apply for restoration of 
land in cases of illegal evictions. 

7. This Ordinance which was promulgated for a limit¬ 
ed purpose failed to solve the problem and did not 
please anybody. The tenants were still subject to evic¬ 
tion and the question of rent was not touched, so that 
disputes regarding rent continued. In order to meet 
the difficulties to some extent, the Saurashtra Zamindars 
and Tenants Settlements of Land Disputes Ordinance, 
1948, was promulgated. Briefly, this Ordinance provided 
as follows: 

(i) The Mamlatdars were empowered to take 
charge of the crops in disputes, 

(ii) The Deputy Collectors were authorised to give 
decision regarding rent on such basis as they 
may determine in respect of the produce, 

(iii) The basis of the settlement was to be taken as 
what was known as Anida settlement. 


8. The Anida settlement was an offer which had been 
made to the Girasdars to take rent from their tenants 
not exceeding 4 and 4 share in Kharif and Rabi 
crops respectively. The tenants were to be given pro¬ 
tection against arbitrary eviction. This offer was not 
accepted and the provision had therefore to be made in 
the Ordinance. The Girasdars, however, started Satya- 
graha movement as a protest against this measure. Nego¬ 
tiations were undertaken and ultimately Saurashtra 
Protection of Tenants (Amendment) Ordinance, 1948, 
was passed. This provided inter alia that the formula 
of rent agreed to by representatives of both the parties 
should be taken as the basis, and it also provided for 
the appointment of joint committees of land-holders and 
tenants for settlement of disputes relating to ejectment 
of tenants and recovery of rents. 


9. This measure left far too much to the milk of 
human kindness and it failed to achieve the purpose. 
The relations between the land-holders and the tenants 
were becoming anticipated. An Ordinance known as 
the Saurashtra Temporary Postponement of Evictions 
Ordinance was therefore passed in 1949. It provided 
that notice given by a land-holder under Ordinance No. 
XXII of 1948 shall not be deemed to terminate tenancy. 
This Ordinance was to remain in force up to 31st Aug¬ 
ust 1949 and could be extended for a year. This was 
not a stable legislation but an emergency measure, and 
could not naturally have any effect on the solution of 
the main problem. 


10. Negotiations for an agreed solution of the vexed 
problem were all the time continuing between the Gov¬ 
ernment, the representatives of the Girasdars and the 
cultivators. No agreed formula was reached and in July 
1949, the Saurashtra Gharkhed Tenancy Settlement and 
Agricultural Lands Ordinance No. XLI of 1949 was pro¬ 
mulgated. This was a major attempt at the solution of 


the problem more or less on traditional lines. It re¬ 
pealed all the previous Ordinances and made the follow¬ 
ing provisions:— 

(i) A land-holder was allowed to reserve land for 
personal cultivation according to a scale which 
was prescribed. Peta-Bhagdars were not eligi¬ 
ble for Gharkhed. 

(ii) A tenant could not be dispossed except under 
an order of the Mamlatdar. 

(iii) Assessment for Gharkhed (land reserved for 
personal cultivation by a land-holder) as well as 

. non-Gharkhed (alienated land cultivated by a 
tenant) was fixed. 

(iv) The basis of rent payable by tenants to land¬ 
holders was fixed. 

(v) Certain protection on the lines of Bombay 
Tenancy Legislation was afforded to the tenants. 

(vi) Provision was made for taking over estates 
under Government management in cases where 
there were disputes between land-holders and 
tenants as well as for efficient agricultural 
operations. 

11. This Ordinance was disliked both by the land¬ 
holders and tenants, by the former mainly because it 
did not allow land for personal cultivation to all the 
land-holders and reduced rent almost to that of Khalsa 
lands. The area to be allotted as Gharkhed was con¬ 
sidered to be small and exception was taken to the pro¬ 
visions regarding management. The tenants disliked 
it because evictions were still possible and if Gharkhed 
was given to all who were entitled to it according to 
•the prescribed scale, a large number of evictions were 
bound to result. Moreover, the land-holders had liberty 
to choose any tenant for eviction in the process of allot¬ 
ment of land for personal cultivation and cases of victi¬ 
mization would naturally occur. 

12. The legislation was given trial for a short period 
and it met the fate of the previous legislations largely 
on account of the lack of co-operative spirit in the parties 
concerned and on account of large number of evictions 
which were likely to create another agrarian problem. 
The Government, of India were moved to appoint a 
Commission to investigate the whole problem and an 
emergency Ordinance was passed in the meantime which 

rovided that no land for personal cultivation was to 
e given and no evictions were to be made. Rent pay¬ 
able by the tenants was made double, as a measure of 
compensation to the land-holders. The Ordinance was 
only of a temporary nature to maintain status quo while 
the Commission deliberated and made its report. 

13. The Commission went into the matter exhaustively 
and recommended that the Girasdari and Barkhali sys¬ 
tems should be abolished. The Girasdars were classi¬ 
fied for the purpose of compensation for their agricultural 
land which would pass to tenants. Compensation for non- 
agricultural land, assets and dues was also recommend¬ 
ed and certain proposals were made for aEotment of 
Gharkhed. It was estimated that if the recommenda¬ 
tions of the Commission were accepted as they were, 
there would be about 4,800 evictions of cultivators on 
account of the aEotment of Gharkhed and this was con¬ 
sidered by the Commission to be a reasonable sacrifice 
for solving a very major problem. 


14. Government had long discussions both with the 
Girasdars and the cultivators on these recommendations. 
It was considered that instead of tackEng the problem 
piecemeal, all the three aspects mentioned in para 6 
above should be simultaneously attacked and some 
lasting solution should be reached which would abohsh 
the intermediaries and would result in there being only 
one system of land tenure in Saurashtra corresponding 
to Ryotwari system of Bombay. Instead of protecting 
tenants, fixing rents payable by the tenants to the inter¬ 
mediaries and fixing the assessment payable by the inter¬ 
mediaries to the State, direct relationship was sought to 
be established between the cultivators and the State 
and the intermediary in respect of land aEotted to him 
for personal cultivation was also put on exactly the same 
level as the cultivator. Three BiEs were prepared with 
common consent and passed. They were— 

(1) The Saurashtra Land Reforms Act, 1951. 

(2) The Saurashtra Barkhali Abolition Act, 1951. 

(3) The Saurashtra Estate Acquisition Act, 1952. 

These legislations contain provisions which are more 
liberal in terms of money than the recommendations of 
the Commission, but at the same time ensure that there 
shaE not be a single case of eviction. 



15. 'The first among these Acts deals with the agricul¬ 
tural land of Talukdars, Bhagdars, Bhayats, Cadets, and 
Mulgirasias who were the land-holders claiming some 
kind of proprietary interest in the land. The second 
deals with agricultural lands of Barkhalidars i.e., Bar¬ 
khalidars, JivaidarS, Chakariats, Kheriats and Dharmada, 
that is all those whose interest is specifically limited to 
the usufruct of land. The third provides for acquisi¬ 
tion by State of assets other than agricultural land 
namely waste land, whether cultivable or uncultivable, 
grass land, Gauchar, roads, rivers etc. The first two 
came in force on 1st September 1951 and the third in 
February 1952. 

16. Before the implementation of these legislations, 
there were about 33,000 Girasdars holding lands in 1,726 
villages of Saurashtra, measuring about 29 lakhs acres. 
Besides this, the number of Barkhalidars and other land¬ 
holders was about 19,900 holding 8 lakhs acres of cul¬ 
tivated land. Thus in all 52,000 land-holders occupied 
37 lakhs acres land other than the Khalsa land. From 
this, nearly 8,000 Girasdars held 7£ lakhs acres of land 
for Gharkhed i.e., personal cultivation, and 5,600 Barkha¬ 
lidars held nearly one lakh, sixty thousand acres for 
Gharkhed. The number of tenants of Girasdars was 
about 55,000 and they had nearly 17 lakhs acres land in 
their possession, while the number of the tenants of 
Barkhalidars was about 28,500 possessing five lakhs, 
seventy thousand acres of land. 

17. Under the Land Reforms Act, the Girasdars are 
divided in three classes: ‘A’ Class: those holding more 
than 800 acres land; ‘B’ Class: those holding between 
120 and 800 acres; and ‘C’ Class: those holding less than 
120 acres. ‘A’ Class Girasdars are to be given land upto 
three economic holdings; ‘B’ Class Girasdars upto 1£ 
to 2£ economic holdings; and ‘C’ Class Girasdars are to 
be allotted half of the land in possession of their tenants, 
but limited to 1 or 1£ economic holdings. The limits are in 
respect of the total holding of the Girasdar i.e., of the 

• land already held by him as Gharkhed plus the land now 
being allotted. After allotment of Gharkhed land to the 
Girasdars, the tenants will be able to obtain occupancy 
rights (i.e., rights just similar to those of the Khalsa 
cultivators) on the land, which remains in their pos¬ 
session by paying to the Girasdar six times the assess¬ 
ment on such land. Such cultivators will pay revenue 
directly to the Government and Government will pay 
compensation to the Girasdars. Government will pay 
to ‘A’ Class Girasdars every year an amount equal to 
the annual assessment for 15 years. With a view to 
help small Girasdars in rehabilitation, the ‘B’ Class 
Girasdars will be paid an annual instalment for 3 years 
more, and the ‘C’ Class Girasdars for 6 years more, 
besides the 15 years. Thus they will be paid for 18 and 
21 years respectively. The Girasdars will be allotted 
land for personal cultivation and they will have occu¬ 
pancy rights on them. Thus as a result, the Girasdars 
and the cultivators both come to enjoy equal rights and 
there will be one uniform system of land tenure. The 
Girasdars were paying a flat rate of Re. 0-4-0 as land 
revenue on Gharkhed and 12£% of rent on non-Ghar- 
khed to Government. Now Government will get full 
assessment from the ‘A’ Class Girasdars while it will 
get from ‘B’ Class Girasdars only 4 annas per acre for 
first three years, then 8 annas per acre for next three 
years, then half the assessment for next five years and 
then the full assessment. ‘C’ Class Girasdars will pay 
an assessment of only 4 annas per acre upto 21 years 
and after 21 years they will pay full assessment. The 
Government will pay compensation to the Girasdars of 
the amount just equal to the assessment which the Gov¬ 
ernment will get from the tenants who have acquired 
occupancy rights. At the time of famine, etc. benefits 
of suspension and remission of land revenue will be ex¬ 
tended to the tenants who acquire occupancy rights, in 
the same way as to the Khalsa cultivators, but the Gov¬ 
ernment will pay the full amount of compensation to the 
Girasdars every year. 

18. The Barkhali Abolition Act provides for imme¬ 
diate abolition of the Barkhali system. As Barkhali¬ 
dars had admittedly no kind of proprietary interest in 
the land, such an Act was possible. Cash annuity has 
been provided to the Barkhalidars on the same lines as 
to the Girasdars except that here is no payment from 
the tenant to the Barkhalidar, The State will pay cash 
annuity equal to one assessment for 15 to 18 years and 
this will be the assessment which will be received by the 
State from the tenant, so that there is no direct burden 
to the State, except in the matter of development ex¬ 
penses and in the matter or remission and suspensions 
of land revenue during the periods of scarcity and 
famine. Although the Barkhalidars had no proprietary 
rights, the economic condition of small Barkhalidars 
was bad and provision has been made for giving Ghar¬ 
khed to those Barkhalidars whose estate was less than 
2 economic holdings in extent. The principle here also 
is of equal sacrifice and the tenant and the- Barkhalidar 
became occupants of half the holding each. For Bai- 
khalidars who hold larger areas, no Gharkhed is to be 
given. The tenants and the Barkhalidars in respect of 


lands in their possession will become occupants, with¬ 
out any payment to the State except in those cases 
where the holdings are large where certain graded pay¬ 
ments are to be made for acquisition of occupancy 
rights. All Barkhalidars with estates larger than 2 
economic holdings will pay full assessment to Govern¬ 
ment on Gharkhed and the smaller ones will pay land 
revenue at Re. 0-4-0 per acre for the first four years, 
Re. 0-8-0 per acre for the next 6 years, half the essess- 
ment for the next 8 years and full assessment after 18 
years. 

19. The Third Act is in respect of non-agricultural 
assets. This proceeds more or less on the lines of the 
similar Bombay Act. The method of compensation in 
the matter of cultivable waste is, however, different. 
For cultivable waste acquired by the State from the 
Girasdars and the Barkhalidars, compensation will be 
paid which will be equal to the income to the State in 
the next 15 years from such lands, whether by way of 
Nazar ana or by way of assessment. As these wastes 
have been lying fallow for a large number of years and 
would have continued to lie fallow but for this legis¬ 
lation, the net liability on the State is nil, since com¬ 
pensation is to be paid out of what is received in future. 
After 15 years, there will be a net income from the 
lands in the form of land revenue payable to the State. 
Certain small compensation is to be paid outright for un¬ 
cultivable waste and other similar assets, while for 
quarries, trees, grasslands and other revenue earning 
items full compensation is to be paid in accordance with 
principles laid down in the Land Acquisition Act. Pro¬ 
vision has been made to enable Government to acquire 
a part of an estate on any item out of an estate or all 
estates in any area. 

20. The financial implication of these two Acts will 
be as under:— 

(a) There are 55,000 Girasdari tenants who will be 
left with 12,00,000 acres of land in their- possession over 
which they will get occupancy rights on payment of six 
times the assessment after allotment is made for per¬ 
sonal cultivation. The total amount of six times pay¬ 
able by the tenants will be Rs. 2,52,00,000. This amount 
will be paid to the Girasdars by their tenants and Gov¬ 
ernment has not to undergo any liability on this ac¬ 
count. The arrangements are made for advance of loans 
to cultivators through the Land Mortgage Bank to 
enable the tenants to acquire occupancy rights by pay¬ 
ing off this amount immediately. 

(b) Before the implementation of the Act Govern¬ 
ment used to get assessment at Re. 0-4-0 per acre over 
Gharkhed and 12£% of the assessment on non-Gharkhed. 
The total annual receipt on account of this was Rs. 

9.37.500. The income for 21 years would have been Rs. 

1.96.87.500. As against this the Government will now 
get assessment from Gharkhed as shown in para. 17 and 
the total realisation will be Rs. 3,26,25,000. The net 
gain to the Government under this item will be Rs. 

1.29.37.500. 


(c) From Barkhalidars also Government used to get 
Re. 0-4-0 per acre from Gharkhed (and and 12J p.c. of 
assessment over non-Gharkhed land. The annual in¬ 
come on this account was Rs. 2,78,125. The total receipt 
during 21 years on this calculation would have been Rs. 
58,40,625. The Barkhalidars will now pay assessment 
as shown in para 18, and the amount receivable dur¬ 
ing 21 years is Rs. 1,29,00,000. Deducting Rs. 32,25,000 
as the amount of receipt of assessment to be made over to 
religious institutions, the net financial gains to the Gov¬ 
ernment in respect of those receipts will be Rs. 38,34,375. 

(d) Approximate area of land over which compensa¬ 
tion will be payable to Girasdars is 12,75,000 acres. The 
annual payment will be made to Girasdars of ‘A’ Class 
for 15 years, ‘B’ Class for 18 years and ‘C’ Class for 21 
years. The total amount of assessment which will be 
recovered from cultivators will be Rs. 9,37,12,500 which 
after deduction of suspension, remission etc. may be 
taken as Rs. 8,37,12,500. Total amount of payment to 
A, B, C, Class Girasdars during 21 years will be Rs. 
7,98,Ofi,000. Thus there will be a net gain of Rs. 35,12,500 
during 21 years. 

(e) Similarly approximate area of land in possession 

of tenants of Barkhalidars over which they will be¬ 
come occupants and in respect of which the Barkhali¬ 
dars are to be paid cash annuity will be 3,50,000 acres. 
Total amount of assessment realised by Government for 
21 years will be Rs. 2,44,38,751. Barkhalidars with two 
economic holdings or more will be paid cash annuity for 
15 years and the rest for 18 years. Total amounts pay¬ 
able to Barkhalidars on account of cash annuity will be 
Rs. 2,16,82,500. Thus there will be a net gain of Rs 
27,56,250 during 21 years. ■ 



Total net gain to the Government during the period 
of 21 years as shown in (b), (c), (d) and (e) will there¬ 
fore be as follows:— 

(i) Gain from the receipts from cultivators 
after deducting compensation to Giras¬ 
dars . . . . . 

Rs. 

39 ; 12,500 

{ 2 ) Gain in receipts of assessment in respect 
of Gharkhed land 

1*89,37.5°° 

( 3 ) Gain from the receipts from cultivators 
after deducting payment of cash annuity 
to Barkhalidars .... 

a7,5 6 >95° 

( 4 ) Gain from the receipts of assessment in res¬ 
pect of Gharkhed land of Barkhalidars 

38,34,375 

Total 

2 , 34 , 40,695 


21. The Government will, however, have to Incur 
development charges in respect of all this occupancy 
land. The Gram Panchayats alone would claim 20 to 
33 p.c. of land revenue, to say nothing of small percen¬ 
tage of expenditure involved in village improvement in 
general. At a modest estimate the approximate cost 
during 21 years would be in the neighbourhood of Rs. 
2 crores. The net gain to the Government may there¬ 
fore, be Rs. 34,40,625, during the period of 21 years. 

22. Before the implementation of the Acts, Govern¬ 
ment used to receive assessment at Re. 0-4-0 per acre over 

, Gharkhed land and at 124 P-c. of the assessment of non- 
Gharkhed land of Girasdars and Barkhalidars for which 
the total income was Rs. 12,15,625. The annual income 
after the payment of all the instalments to Girasdars 
and Barkhalidars after 21 years will be Rs. 42,00,000 
from Gharkhed land of Girasdars. Rs. 12,25,000 from 
Gharkhed land of Barkhalidars, Rs. 44,62,500 from 
the tenants of Girasdars who will become occu¬ 
pants and Rs. 12,25,000 from tenants of Barkhalidars 
who will become occupants. The total annual in¬ 
come from the entire Girasdari and Barkhalidari land 
after 21 years will be Rs. 1,11,12,400. As the total in¬ 
come from this entire land before implementation was 
Rs. 12,15,625, the net increase in the annual INCOME 
OF THE STATE after the period of '21 years will be 
Rs. 98,96,675. 


23. Special Mamlatdars are appointed in 24 sub-divi¬ 
sions to implement the provisions of the Acts. Local 
Committees with representatives of Girasdars and Culti¬ 
vators are appointed in each sub-division. These legis¬ 
lations are being speedily implemented with the co-ope¬ 
ration of the local committees. Nearly 60 per cent of the 
Girasdars are allotted land for the personal cultivation 
in the first year. 

24. Unfortunately, Saurashtra had to face famine in 
the very first year of the implementation of these Acts. 
On account of famine, the cultivators in many parts were 
not in a position to pay six times the assessment to ac¬ 
quire the occupancy rights. There was an agreement 
from the very beginning that Government will advance 
as a loan an amount equal to three assessments to the 
cultivators who pay the remaining three assessments. 
But Government have made provision to advance loans 
of the whole of six assessments in scarcity areas, and 
44 assessments in semi-scardty areas. Co-operative Land 
Mortgage Bank has been established for this purpose 
and in a short period of 2 months, an amount of Rs. 1 
crore, 20 lakhs is advanced as loans to nearly 18,000 
tenants by, the Land Mortgage Bank. Steps will be tak¬ 
en to allot land for personal cultivation to the remain¬ 
ing Girasdars during the next year and if there will 
be good season, the rest of the cultivators will acquire 
occupancy rights on land. 

25. There are some special features of the Agrarian 
Reforms Act of Saurashtra. Even though the problem 
in Saurashtra was a very complicated one, and long 
discussions had to take place, the Reforms Acts have 
been evolved on the basis of a formula agreed to by 
all, and this had contributed materially to the success 
in implementation. The representatives of both Giras¬ 
dars and cultivators help the Government officers in the 
work of implementation. As a result of this co-opera¬ 
tion the implementation would be completed within 
two years instead of four or more years which it would 
normally take. 

26. The second special feature is this that many other 
States of India have passed such legislations, but every¬ 
where some financial liabilities have been incurred by 
the respective Governments. The position of Saurash¬ 
tra is quite different on this point. As already explain¬ 
ed above, no liability or burden is incurred by the State. 
This was made possible by taking all three issues men¬ 
tioned in para 6 simultaneously for solution. 


27. The third important feature is that as a result of 
implementation of Land Reforms, those who were tenan- 
ts-at-will so far as also those who were superior land¬ 
holders become occupants of the State and except to a 
very small extent in respect of land held originally by 
Girasdars as Gharkhed, there will be no tenants as such. 
The net result of the implementation is that not only 
the intermediaries are abolished but the tenancy system 
is also almost abolished. 

28. The fourth special feather of the Land Reforms is 
that in the allotment of land for personal cultivation, the 
maximum allotment to ‘A’ Class Girasdar is three eco¬ 
nomic holdings. As a result of this there will be left 
no big holdings and automatically a ceiling on this hold¬ 
ings is achieved. In the Khalsa areas there were only a 
few substantial holders. 

29. With these Agrarian Reforms, Government have 
also considered the other consequential problems. Tak¬ 
ing into consideration the economic conditions of the 
small Girasdars and Barkhalidars and the tenants of 
small Girasdars, a legislation regarding debt redemption 
is under consideration of the Government. A Com¬ 
mittee has been appointed to study this problem which 
has conducted a sample survey arid examined witnes¬ 
ses and its report is expected to be submitted to the 
Government very soon. 

30. In cases where the tenants of small Girasdars 
and Barkhalidars have left with them land less than an 
economic holding it would be necessary to give them 
land to complete an economic holding or arrangement 
should be made to enable such tenants on small lands 
to subsist economically. With this end in view, the prob¬ 
lem of rehabilitation of occupants with less than an eco¬ 
nomic holding as well as the problem of co-operative 
farming is under the consideration of Government. It is 
proposed to utilise the cultivable waste lands which 
will be acquired under the Estates Acquisition Act, for 
this purpose. 

31. With a view to prevent fragmentation of holdings, 
the Government have already moved a Bill in the Legis¬ 
lature. This Bill is intended to prevent small frag¬ 
ments of land and thus to ensure the proper size of the 
holding necessary for economic and efficient use of land. 
Provision has also been made in the Bill to regulate the 
size of holdings. At present there are 1,84,835 occu¬ 
pants in khalsa area holding 53,95,890 acres of land. 
The distribution of holdings shows that there are only 
1,234 occupants holding more than 120 acres and the ex¬ 
cess of land over 120 acres held by such occupants is 
2,00,369 acres. Thus the problem of big holdings is not 
at all of appreciable size ip Saurashtra. Provision in 
the Bill, however, restricts the size of holdings in future 
by restricting acquisitions beyond a certain limit. 

32. As stated above, there is no tenancy problem left 
in one-third of the State due to implementation of Land 
Reforms and in the remaining khalsa area, the problem 
of tenancy is very small. As there are no big occupants, 
there are no tenants nor problem of absente landlordism 
except to a very small extent. In view ojf this very 
favourable position that Saurashtra has been placed i% 
due to the recent legislations, the approach of the Gov¬ 
ernment now is not to adopt Tenancy legislation like 
one in Bombay where provisions exist for the protection 
of future tenancies after a certain date and to ensure that 
the system of exploitation by middle-men does not come 
into being again in some guise or the other. A Bill has 
been drafted and circulated for public opinion and in a 
year or two not only that there will be no tenancy pro* 
blem in Saurashtra but the principle that land must be¬ 
long to the tiller and that the owner of the land must 
till the land personally will have been fully implement¬ 
ed. Exceptions will be made in favour of widows, 
minors, infirms and those serving in Armed Forces of 
the country. 

33. To take a kinematographic review of events since 
the formation of the State of Saurashtra, Government 
took the first step in the direction of the economic re¬ 
construction of Saurashtra by giving occupancy rights to 
Khalsa cultivators free of any price. The second step 
was taken by abolition of crop-share system and intro¬ 
duction of cash assessment system. The third step was 
to prohibit Veth and Vero i.e., taxes 'of all arbitrary and 
exorbitant types. This constituted the first phase of 
the reforms. In the second phase, Government’s steps 
were calculated to achieve a uniform system of land 
tenure by abolition of intermediaries. After a series of 
legislations to stabilise the position and to progressively 
achieve the amelioration in agrarian conditions, Govern¬ 
ment by the implementation of Land Reforms Legisla¬ 
tions have succeeded in abolishing the feudal system of 
land ownership which had taken deep roots in Sau¬ 
rashtra. In the third and perhaps a much more funda¬ 
mental phase of reforms, the Government have now in 
hand various measures for the maximum utilisation of 
land covering various aspects of agrarian economy viz., 
prevention of fragmented holdings, fixation of maximum 
limit of land which could be possessed by an individual, 
prohibition of tenancy and co-operative farming. 



MEMORANDUM IV 

Notes on Individual Taxes including Answers to Questions on those taxes 


SALES TAX 

1. Brief summary of the main features of tax 

Sales tax in Saurashtra was first introduced in 
June, 1950 by Saurashtra Sales Tax Ordinance, 1950 
(Ordinance No. XVIII of 1950). It provided for the levy 
of a single point system of sales tax. Under this system, 
the tax is sought to recovered only at one point at 
which a registered dealer effects the sale either to an 
unregistered dealer or to a consumer. The entire chain 
of transactions of a sale by One registered dealer to an¬ 
other registered dealer is sought to be exempted from 
the levy of tax. In the initial stage, only the following 
selected articles were subject to sales tax at a flat rate 
of six pies in a rupee: — 

(1) Cigars and cigarettes, cheeroots and foreign 
tobacco. 

(2) Wrist and pocket watches, cameras, photogra¬ 
phic plates, Aims, their accessories and spare 
parts. 

(3) Musical articles, radios, radiograms, gramo¬ 
phones, harmoniums, pianoes, Cinematograph, 
musical records, their parts and accessories. 

(4) Time-pieces, clocks, their parts and accessories. 

(5) Crackers and fireworks of all kinds. 

( 6 ) Chinaware. 

(7) Motors, motor cycles, motor trucks, motor boats, 
motor trollies, aeroplanes and their parts and 
accessories. 

( 8 ) Rubber tyres, rubber tubes and articles made 
of rubber. 

(9) Cement. 

(10) Soda ash. 

(11) Timber. 

(12) Vegetable ghee (Hydrogenated oil). 

This partial taxation remained in force during the 
period from 1st June, 1950 to 30th November, 1952. 


2. Amendments made—reasons thereof etc. 

Since 1st December, 1952, the partial taxation has 
been replaced by general sales tax with single point 
system under which all the commodities except those 
declared tax-free are made liable to sales tax at vary¬ 
ing rates. 

The main reasons underlying the switching over to 
general sales tax from the partial one, were laid down 
as follows in the Statement of Objects and Reasons ap¬ 
pended to the amendment bill: 

“Consequent upon launching a comprehensive Five 
Tear Plan of development including big irrigation pro¬ 
jects and measures to combat recurring periods of scar¬ 
city and famines, it has become necessary to augment 
the State revenues. It is, therefore, proposed to expand 
our Sales Tax Ordinance so as to secure increased 
revenue.” 


3. Rates of levy—principles underlying them etc. 

The Saurashtra Sales Tax Ordinance, 1950 as amend¬ 
ed up to date provides for the following rates of tax: — 

(a) A special rate of one anna in a rupee on the 
sale or supply of goods specified in Schedule I 
of the Ordinance. 

(b) A rate of \% on the sale or supply of bullion 
and specie and ornaments of gold and silver. 

(c) A general rate of 6 pies in a rupee on the sale 
or supply of goods other than those specified in 
Schedules I and II, bullion and specie and or¬ 
naments of gold and silver. 

No tax is leviable on the sale or supply of goods spe¬ 
cified in Schedule II of the Ordinance. 

The basic principles underlying the exemptions as 
provided in Schedule II of the Ordinance are outlined 
in_ detail in reply to Question 130 (iii). The main prin¬ 
ciple underlying the levy of special tax is to ensure that 


the articles of luxury are taxed at higher rate than the 
ordinary ones so as to achieve equity in taxation, hav¬ 
ing regard to the varying purchasing power of the 
different strata of society. 


At the time of introducing the general sales tax with 
effect from 1st December, 1952, the total estimated re¬ 
venue for the whole year was put at Rs. 60 lakhs. 


4. Administrative set-up, etc. 

The administrative set-up of Sales Tax Department 
consists of the following personnel:— 


(a) Commissioner of Sales Tax 

. . 

• 

• 

i 

(b) Deputy Commissioner 

of 

Sales Tax 

• 

• 

i 

(c) Personal Assistant to the Commissioner of Sales 
Tax • • • • • • • • 

v 

(d) Sales Tax Officers. 


. . 



7 

(e) Office Superintendent 



• 


i 

(f) Sales Tax Inspectors 


• • 

• 


36 

(g) Head clerks . 



• 


6 

(h) Stenographer 


• • 



1 

(i) Senior clerks 



• 

• 

18 

(j) Junior clerks 


• • 

• 

• 

3 i 

(k) Typists . . 


• • 

• 

• 

7 

( 1 ) Naik . . . 


• • 



1 

(m) Peons . 


• • 

• 

• 

30 

(n) Notice Servers 


> • 

• 

• 

5 


The Commissioner of Sales Tax is the administrative 
head of the department. The administrative unit of 
sales tax is the district. Saurashtra has five districts and 
each district is put under the charge of one Sales Tax 
Officer except in the case of two bigger districts where 
two officers are posted. The District Sales Tax Officer 
is having jurisdiction over the entire district and in the 
case of those districts where there are two officers, spe¬ 
cific area of the district is put under the jurisdiction of 
each Sales Tax Officer. The Sales Tax Officer in each 
district is assisted in his work by the Sales Tax Ins¬ 
pectors who are mainly concerned with the survey work, 
investigation and examination of the account books of 
the dealers. The Sales Tax Officer is also the assessing 
authority and is responsible for proper and regular col¬ 
lection of tax from the registered dealers of the district. 
The registered dealers are required to file quarterly re¬ 
turns of their sales and to pay up the tax due by them 
at the end of each quarter. The payment can be ipade 
at the nearest treasury. The financial year is divided 
into four quarters ending on 30th June, 30th September, 
31st December and 31st March. The dealers are also 
given the facility to elect the quarters according to 
their own accounting year and to file returns accord¬ 
ingly. Thus, a dealer is required to pay the tax by the 
due date after the expiry of each quarter and the tax 
so paid by dealer is arrived at by him on the basis of 
taxable sales as shown in the return. The accuracy 
and the correctness of the returns submitted by the 
dealers are verified at the end of a year or so and the 
balance due if any from the dealer is recovered at the 
time of assessment. 


The appellate machinery under the Ordinance con¬ 
sists of the Deputy Commissioner of Sales Tax, the 
Commissioner of Sales Tax and the Sales Tax Tribunal. 
The appeal against the order of a Sales Tax Officer can 
be preferred to the Deputy Commissioner and the re¬ 
vision application against the order of the Deputy Com¬ 
missioner lies to the Commissioner. Likewise a further 
revision against the order of the Commissioner lies to 
the Sales Tax Tribunal, and in the last resort, the 
assessee can have recourse to the High Court against 
the order of the Sales Tax Tribunal. The number of 
dealers being very limited, there is only one Deputy 
Commissioner for the present. However, for the sake 
of convenience of the dealers, the appeals are heard by 
the appellate authorities at the respective District 
Headquarters. 
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5. Cost of Administration as compared to receipts etc. 


Figures of tax collection as also those of the cost of 
administration for the past 3 years are indicated in the 
table below: — 


Year 

Receipts 
from Sales 
Tax 

Total cost 
of adminis¬ 
tration 


Rs. 

Rs. 

1950-51 (to months) 

. 6,01,000 

1,13,000 

» 95»-52 ..... 

. 16,39,000 

1,48,700 

1952 - 53 - • 

. 14,16,000 

2,01,300 

1953-54 . 

. 60,00,000 

3,38,000 


It will appear that in the initial stage of introduction 
of sales tax, the cost of administration was a bit higher 
as compared with the receipts, but the same is expected 
to go down gradually and stabilise somewhere in the 
neighbourhood of 5% of the total receipts. This is 
because the minimum set-up is absolutely necessary in 
the initial stage of introduction of any taxing measure, 
the cost of administration for the initial period would 
naturally remain high. Cost of administration works 
out at about 4 to 5%. 

6. Receipts and trends in receipts 

The estimated receipts on account of sales tax for the 
year 1950-51 i.e., the year in which the sales tax (partial) 
was first introduced was put at Rs. 10 lakhs. The actual 
receipts for the year in question as shown above came 
to about Rs. 6 lakhs. The variations of about Rs. 4 
lakhs, below the estimated target is due to the fact that 
in the initial stage all the probable dealers had to be 
brought within the fold of law by a persisting survey 
and field work. Naturally, therefore, several dealers 
though liable to pay tax from the date of introduction 
of sales tax, might have obtained registration later on. 
The variation may,also be attributed to lack of under¬ 
standing of legal responsibility on the part of dealers 
and seasonal fluctuations of trade having regard to the 
nature of selected articles. 

Coming to the year 1951-52, it may be stated that the 
estimated receipts for this year were placed at Rs. 12 
lakhs and the actual receipts had gone up to an ap¬ 
preciable extent. The variation of about Rs. 4 lakhs 
over the estimated receipts reflects the proper adminis¬ 
tration of law after the initial period of field work was 
over. 

As regards the year 1952-53, it may be mentioned that 
the estimated receipts were placed at Rs. 16 lakhs and 
the variation of about Rs. 2 lakhs below the estimated 
target can be attributed mainly to two factors, viz. (1) 
scarcity conditions prevailing in the State affecting the 
purchasing power of the people, and (2) general trade 
depression prevailing during the period in question. 

7. Arrears 

So far two assessments under the Ordinance have 
been carried out. The first assessment covered the ' 
period from 1-6-50 to 30-9-50 and was completed by 
June, 1951. The second assessment covered the period 
from. 1-10-50 to 31-12-51 and was practically completed 
by the end of the financial year 1952-53. The number 
of dealers to be assessed under the partial taxation 
being very limited (total assessees being 1,783) the pro¬ 
blem of arrears has not been faced by this State to any 
appreciable extent so far. 

8. Evasions, etc. 

There being only a partial taxation upto November, 
1952, the tax evasions are not reported to have been re¬ 
sorted to any appreciable extent. As such, it is not 
possible to indicate the extent of the loss of revenue on 
account of tax evasion. However, the question of tax 
evasion in general and the measures to combat the same 
have been discussed at length in answer to question No. 
129. 

Replies to Questions 

Question No. 125. 

Under the Constitution, the only sales or purchases 
which can be taxed are sales or purchases of goods. Do 
you consider that the sales tax should be extended to — 
(i) services, so that the tax may be leviable on: 

(a) charges for services proper (e.g. bills from a 
goldsmith or a printer); 


(b) charges for both services and goods where 
the two cannot be readily separated (e.g 
hotel bills ); and 

(c) charges for certain types of goods into the 
price of which service enters as a substan¬ 
tial element (e.g. paintings or photographs ); 
and 

(ii) transactions of and sale or purchase in stock 

exchanges and futures markets ? 

If so, please deal with the administrative and other 
issues which may arise in the implementation of your 
suggestions. 

(i) Sales Tax is levied on the sale of goods. How¬ 
ever, the concept of a finished product invariably im¬ 
plies a combination of charges for materials and those 
for labour. It is, therefore, neither possible nor prac¬ 
tical to separate these two charges in an arbitrary man¬ 
ner and to levy tax only on the portion representing 
the charges for materials. It is, therefore, suggested 
that except the cases envisaged in (i) (a) where the 
charges are connected only with services proper, the 
remaining cases as envisaged in (i) (b) and (i) (c) per¬ 
taining to the hotel bills and paintings or photographs 
respectively, the whole amount should be charged to 
sales tax. The criterion to be adopted in such cases is 
whether the articles used in such cases have any sepa¬ 
rate value unless the required amount of skill or labour 
is put therein. 

(ii) It is felt that the sales tax may not be extended 
to the transactions of sale or purchases in stock ex¬ 
changes in spite of the fact that stocks and shares are 
covered up under the term ‘goods’ as defined in Section 
2(7) of the India Sale of Goods Act. The main reason 
is that not only there are difficulties in the administra¬ 
tion of tax on the sales or purchases in stock exchanges, 
but if these transactions are taxed there is also 
a possibility of retarding the incentive to invest. The 
capital in India which is proverbially shy, may, in that 
case, remain still shy. That is to say, the average per¬ 
son in that case might prefer to block up his capital in 
unproductive field rather than channelising it to the 
productive sphere of trade and industry. Further, the 
shares or stocks are bought and sold by a number of 
investors, which is nothing more than a mere broker 
bringing the intending buyer and seller together and it 
would be too much to treat him as a dealer in shares 
and stocks, and to hold him liable for the various trans¬ 
actions entered into by him. It is also a fact that the in¬ 
vestment activities of the common man are never loca¬ 
lised to any particular area. As a matter of fact, a 
person may invest his capital wherever there is a pos¬ 
sibility of an attractive yield, which would mean that 
it would be difficult for the State Government to tax 
such inter-State dealings of investors. 

So far as the transactions in futures markets are con¬ 
cerned, it is suggested that there would be no harm if 
such transactions are brought within the purview of 
sales tax. It may be argued in such cases that the 
actual delivery of the goods is effected by a residual 
seller to a residual buyer, most of the contracts being 
set off by reverse transactions and only the difference in 
prices being settled in earlier stages. There is little 
force in this, argument when it is borne in mind that 
the transaction of sale or purchase should not neces¬ 
sarily be confined to the ascertained and specific ready 
goods. A levy of a small tax on the transactions in 
futures markets even if it only curbs the speculative 
activities of the traders would be a welcome feature in 
the interest of the national economy. 

In regard to the extension of sales tax to the sale of 
those goods which are the combination of labour and 
materials, it may be stated that the same can be ad¬ 
ministered within the framework of the existing sales tax 
measures and no change either administrative or other 
may be necessary thereupon. However, with regard to the 
proposal for extending the sales tax to the transactions of 
sale or purchase in futures markets, it is suggested that 
the tax should be levied in terms of a unit of transactions 
rather than being levied in terms of individual sale 
price per rupee, in order to lower the burden of tax. 

It is rather difficult to arrive at any accurate estimate 
of the additional revenue likely to be derived by this 
State by the extension of sales tax to the services of the 
categories mentioned in clause (i) (b) and (i) (c) of the 
question concerned. However, considering the fact that 
such extension will embrace the class of repairers of 
radios, gramophones, watches and time-pieces, motor 
cars, etc., as also the entire class of painters and photo¬ 
graphers, the estimated revenue may be put somewhere 
in the neighbourhood of Rs. 50,000. 

As the extension of a small levy of sales tax to the 
transactions of sale and purchase in futures markets 
alone (and not in stock exchange) has been advocated; 
the additional yearly revenue for this State may be put 
somewhere in the neighbourhood of Rs. 2;QQ,00Q, 
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Question No. 126. 

The Union alone has the power to levy a tax on sale of 
newspapers or on advertisements in them. This power 
has not, so far, been exercised. Would you propose as 
desirable and feasible 

(a) a tax on sales only, or 

(b) a tax on advertisements only , or 

(c) a tax on both? 

As regards (a) it has been urged that, on account of 
the small price charged for each newspaper, the sales 
tax would be fractional and cannot be passed on to the 
buyer, whereas in the aggregate it would be an undue 
burden on the concern itself.. If you agree with this, 
how would you meet the difficulty ? 

As regards (b) what classes, if any, of newspapers or 
advertisement would you exempt from tax, and what 
rates of tax, graded or other, would you levy? 

Have you any suggestions to make regarding the 
taxation of advertisements other than those appearing 
in newspapers? 

It is neither desirable nor feasible that tax on the 
sale of newspapers should be levied. On account of 
the small price charged for each newspaper, the sales 
tax would be fractional which cannot be passed on to 
the buyers. Apart from the undue burden on the con¬ 
cern itself when it is not possible to pass on the sales 
tax to the buyers, the important and significant role 
which newspapers are called upon to play in a demo¬ 
cratic country should not be overlooked. The Fourth 
Estate is an important instrument in educating the 
masses, and mobilising them in the nation building acti¬ 
vities. Jt is, democratic therefore, desirable that the 
progress of press in a country like ours should not be 
allowed to be retarded by any additional imposts of 
taxation. 


A tax on advertisements alone is, therefore advo¬ 
cated for various reasons. Advertisements are being 
regarded as a sort of investment and not as an item 
of expenditure by those who resort to them for the 
propaganda value. Therefore, a slight additional bur¬ 
den of tax on the advertisements-, which can be easily 
passed on to the persons concerned, is not likely to be 
felt and would at the same time, provide an import¬ 
ant source of revenue to the Government. As a mat¬ 
ter of fact, the very maintenance of newspapers is 
provided by the income from advertisements and, 
therefore, even if the concerns themselves have to bear 
a slight burden of tax, it will not be in the nature of 
an undue burden. 


If the capacity to bear is the primary factor for 
deciding the taxability or otherwise of a particular 
item, it must be said that having regard to the mini¬ 
mum expenditure incurred for the advertisements, 
none deserves exemption from the purview of tax. 
However, in order to strike a fair balance between 
the commercial and other advertisments it is suggested 
that at the most the advertisements issued, for charitable 
or benevolent purposes may be exempted from the pur¬ 
view of tax. The criteria in such cases should be to see 
that the publishers themselves have charged reasonably 
lower rates than the ordinary ones for such advertise¬ 
ments. 

In respect of the system of taxing the advertise¬ 
ments, having regard to the different types of adver¬ 
tisements, it is suggested that all sorts of advertise¬ 
ments except those exempted should be taxed at a 
rate of 3%. This is because a flat rate system of tax 
would be easy for administration and would provide 
little scope for .a tug-of-war between the taxing de¬ 
partment on one hand and the tax payers on the 
other hand. 

Although most of the advertisements find their place 
in newspapers having regard to the circulation, there 
is enough scope for taxing the advertisements other 
than those appearing in the newspapers also. This 
will mean: — 

fa) Advertisements appearing in those periodicals 
and journals which are devoted to the publi¬ 
cation of such literature which do not contain 
intelligence of current events or general news 
or news of the date. All sorts of cine-week¬ 
lies and fortnightlies are the examples of this 
type. 

(b) Advertisements conducted by cinema slides. 

(c) Advertisements appearing in railway compart¬ 
ments, platforms, stations, etc. 


(d) Advertisements appearing in trams and buses. 

(e) Advertisements appearing at public places at 
the instance of Municipalities or Corporations, 
etc. 

The tax on advertisements only has been advocated In 
reply to this question. So far as this State is concern¬ 
ed, the number of dailies as also the quantum of ad¬ 
vertisements appearing therein being very much limit¬ 
ed, it is felt that collections in Saurashtra from the tax 
on advertisements appearing in newspapers would be 
very negligible. So far as the tax on advertisements 
other than those appearing in the newspapers is con¬ 
cerned, the additional revenue can be estimated in the 
neighbourhood of Rs. 20,000 the main source of revenue 
being the tax on advertisements conducted by cinema 
slides. 

Question No. 127. 

As regards sales tax generally and, in particular, the 
sales tax on goods leviable by the States, it is sometimes 
argued that since all goods sold in a State must fall 
within one of three categories, viz. (o) manufactured or 
produced within the State, ( b) transported into the State 
from elsewhere in the country and (c) imported into the 
State from abroad an extension or increase of excise 
would serve just as well as sales tax for category (a) of 
octroi or terminal tax for category ( b ), and customs for 
category (c). Do you agree with this view which implies 
that the sales tax has no specific function to perform 
in the country’s system of taxation? If not, what in your 
opinion, from the point of a correlated tax-structure, is 
the legitimate place and scope of the sales tax as dis¬ 
tinguished from that of excise, octroi and customs? 

It is rather difficult to share the view that sales tax has 
no specific function to perform in the country’s system 
of taxation. It is true that it is sometimes argued that if 
the sales tax is collected at the source, viz., either at the 
point of production or at the point of its entry within 
the territories of a particular State, the Government 
would be able to raise the required additional revenue 
and in that case it can easily dispense with the tax on 
the sale of goods as opposed to its collection at the 
source, thereby giving a great relief to the business 
community from the various formalities that are atten¬ 
dant upon the introduction of tax on the sale of goods. 
This argument is however mainly advanced by those 
persons who are simply engaged in the distribution of 
goods and who are neither importers nor manufacturers. 
It must be said that the exponents of this argument have 
not fully appreciated the legitimate place of sales tax in 
the correlated tax-structure. 

In order to understand the role of sales tax in the 
financial structure of the State Governments, it is neces¬ 
sary to analyse the position of taxes in categories (a), 
(b) and (c). 

The excise duty to be levied on goods manufactured or 
produced within a State is leviable on the total manu¬ 
facture within a State whether consumed locally or 
exported to other parts of the country from the produc¬ 
ing State. Thus if every State is permitted to levy excise 
duties on different commodities manufactured within 
each State at different rates, there will be a great inter- 
statal trade conflict verging almost on a trade war which 
is not desirable in a federal country like India. If, how¬ 
ever, these excise duties on different manufactures are to 
be levied at a uniform level throughout the country by 
the Central Government, then the question will arise as 
to what number of articles and what number of factories 
will come within the purview of such excise duties. It is 
well known that collection of excise duty will need a very 
thorough check and control on goods being produced in 
a particular factory and going out of the factory after 
manufacture. By the very nature of the duty, therefore, 
it will not be possible to levy excise duty on small manu¬ 
factures as it will be impossible to place one excise 
constable or an inspector at each of such factories. The 
administration of widespread excise duty also is bound 
to be very cumbersome and causing undue irritation and 
hardship to every manufacturer. If the excise duties are 
only to be confined to a few items like, cloth, sugar, oil, 
tobacco, etc., as is done at present, it is not likely to 
fetch that much revenue which can dispense with the 
necessity of sales tax; and if the idea is to collect a large 
size revenue from a few commodities, the incidence of 
excise duty will have to be so increased that it will 
operate heavily against the primary producer of the raw 
materials going into the manufacture of such articles. It 
will also impose a havy burden on the entrepreneurs of 
such manufactures. Again, the question of apportion¬ 
ment of excise revenue State-wise will also present 
many difficulties whether this is based on consumption 
or population basis. 

The taxes and duties falling within category (b), i.e. 
taxes leviable on goods transported into the State from 
elsewhere in the country will operate as inter-statal 
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import duties and is likely to cause the same difficulties 
as envisaged in (a) with respect to inter-statal export 
duties. Again, it these inter-statal import duties are to be 
collected either as octroi or terminal taxes, it will add 
manifold to the complications of the inter-statal import 
duties. As is well known, octroi or terminal taxes are 
collected for entry of goods into the periphery of a 
municipal area, and if it is sought to collect such State 
taxes through octroi or terminal tax, then the freedom 
of movement of merchandise within a State from one 
place of business to another place of business will be 
severely restricted. In case of sales tax, 1 it is possible for 
a merchant to sell his goods within the State or a 
municipal area or altemativly to re-export it to any part 
of the country. In case of collection of inter-statal import 
duties through octroi or terminal taxes this free¬ 
dom will be severely restricted. In principle, octroi 
or terminal tax has been considered to be a very unsuit¬ 
able form of taxation as it involves a lot of inspection 
of all the goods coming within the territory of each muni¬ 
cipal area. Again it will be possible to collect octroi or 
terminal tax with respect to urban areas only and the 
rural areas which are a very large part of a State’s popu¬ 
lation are generally exempt or have very nominal octroi 
duties and as such collection of taxes within category (b) 
through octroi or terminal tax is neither feasible nor 
advisable. Thus it is not possible to make octroi or 
terminal tax take the place of a sales tax for a purchase 
tax. 


Regarding duties falling within category (c) i.e., 
duties on imports into the State from abroad by way of 
custom duties, it is inherent from the structure of this 
duty that the levying import duties on foreign goods 
will entirely depend on the trend of international trade 
and the position of balance of trade of our country. The 
import duties and custom duties on foreign merchan¬ 
dise or export duties on goods being exported from this 
country to foreign countries will entirely depend on the 
position of balance of trade as well as on the ruling 
prices of commodities in the importing and exporting 
countries. The rates of custom duties, either a revenue 
duty or a protective duty or a plain import duty, vary 
from time to time and from commodity to commodity 
according to changed circumstances and the trade pat¬ 
tern, both international and national. 


Thus it will be seen that the functions of sales tax or 
a purchase tax cannot be substituted by duties and 
taxes falling within categories (a), (b) and (c). 


Even if it is considered for the moment that the pro¬ 
posal has been put forward with a view to relieve the 
mercantile community of certan formalities concomi¬ 
tant upon the introduction of sales tax, it is doubtful 
whether the proposal in question will achieve the de¬ 
sired effect. To quote the finding of the Bombay Sales 
Tax Inquiry Committee, 1946, which was appointed to 
consider whether the scheme of sales tax adopted in 
the Bombay Sales Tax Act, 1946 and the rules there¬ 
under require modification : 


“A tax on producers, manufacturers or importers will, 
it is pointed out by its advocates, be easy to collect and 
will not involve any hardship to them. They point out 
that there will be fewer number of such dealers to assess 
for the Sales Tax Department and the dealers being 
organised and well-staffed, will not feel the burden of 
maintaining the additional accounts necessary for the 
tax. In our opinion, it will not be correct to say that 
all producers or manufacturers are organised and well- 
staffed. There will be numerous small manufacturers 
and producers who are neither well organised nor well- 
staffed. There are workers in handicrafts and manu¬ 
facturers of articles used in large industries, etc., who 
would be liable to pay tax under this system and who 
would find the necessity of keeping accounts to suit the 
tax requirements at least as irksome as small dealers. 
Further, the work of the Sales Tax Department in check¬ 
ing evasion will not, in any way, be easier. In the case 
of importers, the scope for evasion will be particularly 
large as imports would not only be by rail or steamer, 
but also by road, through postal delivery, or by coastal 
traffic. Moreover, as most of the retailers themselves 
import some goods or other from abroad or from the 
neighbouring province or States, they would be liable 
to pay the tax and have to maintain separate accounts 
of such imports. Accordingly, the number of dealers 
to be assessed will not be as small as the advocates of 
this system suppose it to be”. 


The foregoing remarks of the Bombay Sales Tax In¬ 
quiry Committee more than justify the legitimate place 
and- scope of sales tax as distinguished from that of ex¬ 
cise, ootroi or customs. 

33—2 T. E. Comm. 


Question No. 128. 

(a) Sales Tax is almost invariably levied by the State 
Governments in terms oj the turnover of the dealer over 
a given period. Since a Sales Tax leviable on the indi¬ 
vidual transaction necessitates fairly elaborate accounts, 
cash memos, etc., which only a small proportion of deal¬ 
ers is equipped to maintain, do you agree with the view 
that in Indian conditions, the bulk of the Sales Tax is 
likely, for a long time to come, to continue to be levi¬ 
able on aggregate turnover as distinguished from the 
individual sale-price ? 

(b) In most States there are separate laws governing 
Sales Tax on petrol. To what articles, if any, do you 
consider it desirable and feasible to extend the particu¬ 
lar system adopted in respect of petrol. 

(a) The view that in Indian conditions, the bulk of 
sales tax is likely, for a long time to come, to continue 
to be leviable on the aggregate turnover as distinguish¬ 
ed from the individual sale price cannot be shared. It 
is not correct to say that under the existing system of 
sales tax prevailing in almost all the States, only a 
small proportion of dealers is equipped to maintain pro¬ 
per accounts, cash memos, etc., which are necessary as a 
result of the levy of sales tax on individual transactions. 
As a matter of fact, the compulsion to maintain the 
duplicate bills or cash memos is imposed only on those 
dealers having a fairly large turnover, say exceeding 
Rs. 60,000 a year, who are naturally supposed to have 
the necessary equipment for the proper maintenance 
and recording of such a high turnover. So far as the 
small dealers are concerned, it should be pointed out 
that the imposition of sales tax on the individual trans¬ 
action does not require any change in the system of ac¬ 
counts which they were maintaining before. At the 
most, what they are required to do is to open separate 
accounts having regard to whether they are dealing in 
a variety of articles subject to the different rates of tax 
or whether they are dealing in exempted goods along 
with the taxable items. In short, the imposition of sales 
tax on the individual transaction does not require the 
dealers to do anything more than being regular in the 
maintenance of their accounts, and there is little force 
in the argument that the dealers are heavily burdened 
with the elaborate system of accounts which they a*e sup¬ 
posed to maintain as a result of imposition of sales tax 
on individual transaction. The proposal to levy sales 
tax on the aggregate turnover of a dealer as distinguish¬ 
ed from the individual sale price does not possess all 
the merits which are claimed for it. This method of 
levying tax on the basis of gross turnover is more or less 
a variation of the general turnover tax, that is to say, 
the multi-point system of taxation which has not found 
favour with most of the States. The reason is that if 
every dealer, including a manufacturer, wholesaler and 
a retailer, is required to pay a fixed percentage of tax 
on the basis of turnover, it would only mean that every 
dealer would try to absorb it in his sale price with the 
result that the more the goods pass through the various 
hands, the higher will be proportion of sales tax absorb¬ 
ed therein at each stage and ultimately a greater bur¬ 
den will pass on to the consum^p. Apart from this, a 
levy of tax on the basis of aggregate turnover is not an 
equitable sort of taxation in as much as it will not make 
any distinction between the paying capacity of the tax¬ 
payer having regard to whether a particular article is 
a necessity of life or a luxury, especially when a dealer 
deals in the necessities of life side by side with luxuries. 
It is, therefore, felt that the present levy of tax on the 
individual transaction is preferable to one on the gross 
turnover. 

(b) It is true that in most of the States there are sepa¬ 
rate laws governing the sales tax on Petrol. Such 
separate laws provide for the levy of tax mainly on 
Motor Spirit which is usually defined as “any liquid or 
admixture of liquid which is capable of providing rea¬ 
sonable efficient motive power for any form of motor 
vehicles and which has a flash point below 76F". The 
Motor Spirit is one of the forms of petroleum products 
governed by a separate law whereas the rest of the 
petroleum products are governed by the sales tax 
measures of the individual States wherein the Motor 
Spirit is allowed as an exempted article on account of a 
separate levy on the same. However, as the term “Sales 
Tax” is common under both the enactments, it sometimes 
creates confusion in the mind of the public who take 
both these separate levies as one and the same. It is, 
therefore, desirable that not only the Motor Spirit but 
all sorts of petroleum products as defined under the 
Petrolum Act should be governed by the Motor Spirit 
Taxation Act of the various States. 

So far as the statistical data pertaining to the classi¬ 
fication of dealers on the basis of turnover or accord¬ 
ing to different categories of nature of business is con¬ 
cerned it must be submitted that introduction of sales 
tax on a wide scale in Saurashtra is just in its infancy 
and the statistical side is yet to be developed. Most of 
the efforts for the present are directed to spade work, 
so as to bring probable dealers on the roll of registry, 
tion. In the initial stage, the registration was granted to 
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dealers immediately after the receipt of applications, 
without insisting much on the details of application. 
The detailed verification of applications is yet to be 
taken up so as to collect as much data as available on 
the business actives of dealers. Similarly, the dealers 
being quite new to the taxation measure, the returns of 
sales received from them are mostly incomplete and 
various columns provided for in the returns remain un¬ 
filled. On account of this drawback as also in view of 
the fact that item-wise collection is not required to be 
shown by dealers, it is difficult to compile the figures of 
collection according to the different categories of arti¬ 
cles. The classification of dealers according to the 
different categories such as manufacturers, importers, 
etc., has been rendered much more difficult when the 
same dealer combines in himself the activities of more 
than one category. 

It is in context of these various limitations that the 
statistical data given hereunder has to be read. It is, 
therefore, requested that the statistical figures supplied 
herewith should not be taken as more than just a rough 
indication of the classification of dealers. 

Classification of dealers according to different cate¬ 
gories. 

Category Number of 

dealers. 


i. Manufacturers . 

• 

», 36 i 

2. Importers . . . 

. 

2,558 

3. Whole-salers 

. 

i, 7 i 3 

4. Retailers .... 

. 

3,793 

5. Commission Agents 

. . 

368 


Total 

9,793 

Classification of dealers according 

over. 

to the limit 

of tum- 


Limit of 
turnover 

Number 
of dealers 

1. Turnover upto. 

1 

10,000 

958 

/ 

2. Turnover from 

10,000 

to 

4,060 


30,000 


3. Turnover from 

30,000 

to 

60,000 

2,699 

4. Turnover from 

60,000 

2,076 


and above 


Total 9,793 


Question No. 129. 

(1) In regard to a system of levy based on turnover, 
is the choice broadly limited to the alternatives here¬ 
after mentioned or is there any other system you would 
advocate? Under the system you recommend would 
sales tax continue to be roughly as significant a source 
of State revenue as at present? The alternative referred 
to above are :— 

(i) a relatively low rate of levy at each of almost 
all points of sale; few dealers excluded and few 
goods exempted (Multi Point); 

(ii) a relatively high rate of levy at only one point, 
viz., the point at which a registered dealer sells 
either to a consumer or to an unregistered deal¬ 
er; exemption from tax of sales by one register¬ 
ed dealer to another registered dealer; exclusion 
from compulsory registration of a dealer below 
a certain limit of turnover; a large number of 
exempted goods (Single Point); 

(in) various combinations of the above. 

( 2 ) Which of the above alternatives would you advo¬ 
cate? Please state your reasons in some detail, com¬ 
paring merits and demerits from the point of view of 
(a) the consumer, (b) the dealer, (c) industry, trade, etc., 
generally and (d) Government. Please relate your agru- 
ments as far as possible, to lessons which may be drawn 
from the actual working of Sales Tax Acts in different 
States, 


(3) In particular: — 

(i) as regards (a) above, do you think that the sales 
tax, or any particular form, of it, leads to a 
greater burden being placed on the consumer 
than is accounted for by the proceeds which ac¬ 
crue the Exchequer? 

(ii) as regards (b) above, have you any suggestions 
to make regarding the simplification of forms, 

, accounts etc., and of the procedure generally in 
order to make the administration of the tax less 
burdensome to the dealer? Further, having re¬ 
gard to the cost of maintenance of the machi¬ 
nery for compliance, would you suggest an alter¬ 
native form of taxation so far as small dealers 
are concerned? 

(Hi) as regards (c) above, has the imposition of sales 
tax led to any noticeable change in the orga- 
niation to the trade in the country, especially in 
regard to the size of the business unit, loca¬ 
tion of head offices, number of intermediaries, 
variety of the goods dealt with etc.? 

(iv) as regards (d) above, please examine the finan¬ 
cial and administrative aspects, including the 
scope for evasion presented by the particular 
system and the difficulty or otherwise of 
counteracting it. 

(1) In regard to the system of levying tax in respect 
of turnover, the choice is broadly limited to either of 
the three alternatives specified in the question, in view 
of the fact that any new system of taxation may not 
turn out to be as significant a source of State revenue 
as is the case with the existing systems. 

(2) Out of the three alternatives proposed in the ques¬ 
tion, we prefer and advocate the levy of Single Point 
tax. At present, out of the 18 States which have intro¬ 
duced sales tax, as many as 9 States (viz. Assam, Bihar 
Madhya Pradesh, Orissa, Punjab, West Bengal, Madhya 
Bharat, PEPSU, Saurashtra, Delhi, Manipur and Vin- 
dhya Pradesh) have preferred a Single Point system of 
sales tax as opposed to either a Multi Point levy or the 
combination of both the systems. Even the State of 
Bombay which had replaced the Single Point system of 
taxation after six years of its working, by a Multi Point 
levy, has now thought it advisable to adopt a double¬ 
point system of tax. It is because of some special merits 
of the Single Point levy of tax that a majority of the 
States have preferred the same. These are briefly sum¬ 
marised as follows from the point of view of (a) the 
consumer, (b) the dealer, (c) industry, trade etc., and (d) 
Government. 

(a) From the point of view of the consumer: 

In the Single Point levy, the consumer is aware of 
the full incidence of it and is able to resist any undue 
increase in the incidence of tax. Also the total burden 
of tax under the Single Point levy is much lighter than 
that under the Multi Point tax. Further, the incidence 
is unequal in the case of the latter as in that system 
i.e., multiple levy, it tends to be more in the case of 
essential and popular articles which pass through more 
stages of sales than in the case of non-essential or occa¬ 
sionally used articles. Even a combination of the 
two systems is likely to increase the burden of tax on 
the consumer. Again, as the experience goes, under the 
Multi Point levy, very few goods are exempted from 
tax, there being a relatively low rate at which tax is 
levied at almost all points of sale, with the result that 
for most of the articles of daily use, the consumer is 
required to pay a higher rate in aggregate than he is 
required under the Single Point levy. Multiple levy 
is particularly disadvantageous to the rural popula¬ 
tion, to whom the goods reach after they have 
passed through a number of intermediaries. Incidence 
of tax under the multiple levy is therefore fairly high 
in rural areas, which are not so affected under the 
Single Point levy. In short, the relief to the consumer 
is fairly appreciable under the Single Point levy than 
under the general turnover tax which involves a taxa¬ 
tion at each stage the article changes hand, thereby lead¬ 
ing to the taxation of an article many times over. Under 
the dobule point levy, it will be administratively very 
difficult to locate precisely the first point and as such 
will cause much irritation and trouble to the merchants 
and the administration. 

(b) From the point of view of the dealer: 

The Single Point levy of tax is more suited to the 
economic pattern of the country and does not dislocate 
the existing frame-work of production and distribution. 
This is because the objct of a Single Point levy is to tax 
the sales to actual consumers dnd unregistered dealers. 
Under this system, the goods are taxed at only one 
stage of their journey from the producer or manufactu¬ 
rer to the actual consumer, and that is the final stage 
of sale to the consumer. Under this system, the whole 
chain of distributors is allowed to remain intact in as 
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much as the transactions of sales between a registered 
dealer and a registered dealer are not sought to be 
taxed. It is an undisputed fact that the various inter¬ 
mediaries in the channel of distribution have an impor¬ 
tant role to play in as much as it leaves the manufactu¬ 
rer or the producer quite free from the worries about 
the sale of his finished products—a function which is 
entirely handled by the chain of intermediaries. 
Therefore the system which achieves this object or 
allowing a free play to the intermediaries is the only 
one suited to the country. The strongest criticism 
against the Multi Point levy is that it tends to dislocate 
the existing structure of trade and to eliminate some of 
the middlemen. This is because, in order to compete 
successfully, a manufacturer or an imp'orter, under the 
Multi Point system will try to seek direct contact with 
the retailers or the consumers so as to avoid the levy 
of tax at the intermediary stages. 

Under the Multi Point levy, because a dealer is re¬ 
quired to pay tax at every stage of transaction, there 
is a possibility of the wholesalers and other dealers evad¬ 
ing the tax by posing themselves as mere brokers bring¬ 
ing together the manufacturer and the retailer or the 
consumer. Under the Single Point system, the aggre¬ 
gate incidence of tax is comparatively less and to that 
extent there is little incentive for the genuine dealers to 
adopt evasive tactics. 


(c) From the point of view of industry, trade etc., 
generally: 

The Single Point system of tax is preferable from the 
point of view of industry, trade, etc., of the country for 


(ii) Under the Single Point system prevailing in most 
of the States, the majority of the forms which are pres¬ 
cribed are merely in the nature of registers to be main¬ 
tained by the department itself. So far as the dealers 
are concerned, they have to deal with only a few forms 
and that too on some specific occasions. That is to say, 
it is only when they apply for registration, or file a 
quarterly return of their sales, or apply for refund of 
tax or go in for appeal or revision, that they have to 
fill in the relevant forms. Even in regard to these 
limited number of forms meant tor the dealers, that the 
minimum description laid down in the lorm is just in¬ 
tended to see that the complete information in regard 
to the particular provision of law is filled up in the 
form itself so that the dealers may not be called upon 
to furnish over and again 'certain information left out 
in the forms. In regard to the administration of Single 
Point levy, it may be stated that what the dealers are 
required to do is just to file the returns of their turn¬ 
over at fixed intervals and to appear before the sales 
tax authority at the end of a year or so for the assess¬ 
ment purposes. The procedure for collection of sales 
tax is,, therefore, not so burdensome as is frequently 
rpnresented on behalf of the business community. 


As the unit of administration under the Sales Tax 
measure is fixed in such a way as to exclude small 
dealers as far as possible from the purview of law, that 
is to say because only certain dealers having a reason¬ 
able amount of yearly turnover are brought within the 
fold of law, the question of suggesting an alternative 
form of taxation as regards small dealers does not 
arise. The cost of administrative machinery on the 
whole would depend on the size of the State and the 
Revenue, but it would not exceed 5% of the revenue. > 


two reasons : — 

(i) As the various raw materials required by the 
manufacturing units are allowed to be purchas¬ 
ed tax-free, the cost of production remains un¬ 
altered and to that extent the Single Point tax 
has no adverse effect on the production aspect 
of the industries. 

(ii) The goods exported or removed out of the State 
concerned being totally exempt from tax under 
the Single Point levy, the competitive position 
of the exporting States is not in the least affec¬ 
ted. 

It is due to the negation of this objectives under the 
Multi Point system that severe criticism is being level¬ 
led against it on behalf of trade and industry. Because 
the cost of production tends to increase under the Multi 
Point levy, the competitive capacity of the manufactu¬ 
rers of an industrially advanced State is likely to be 
affected adversely. This is what had actually happened 
during the period of operation of Multi Point system in 
the State of Bombay. 

Similarly, because the tax on the first sale by the 
manufacturer to a wholesaler in the State is already 
collected under the Multi Point levy, before the goods are 
exported, the export trade of the State is affected to that 
extent. In the Multi Point levy the exportable goods have 
to bear tax at each stage of their sale right from pro¬ 
duction to processing, and as such the cost thereof be¬ 
comes heavy in comparison to the cost of similar goods 
in the other States, where no Sales Tax is levied or a 
Single Point tax is in operation and exports are exempt¬ 
ed. The competitive position of the exporting State having 
a Multi Point levy is definitely weakened. It is note¬ 
worthy that, it was the realisation of this fact that multi¬ 
ple levy had led to the deversion of geneuine export trade 
of Bombay to the other States that the Bombay State 
has decided to replace it by another system to protect the 
trade of the State. 

(d) From the point of view of the Government : 

Under the Single Point levy, the Government is more 
or less assured of its approximate target. The same may 
not materialise under the Multi Point System where 
the apparent incidence of tax being much heavier on 
the customers, there would always be a tendency for 
the intermediary dealers to evade payment of tax by 
trying to suppress certain purchases and sales outright 
from their books of accounts. 

(3) (i) It is not felt that the Single Point levy leads 
to a greater burden being placed on the consumer than 
is accounted for by the proceeds accruing to the ex¬ 
chequer, in view of the fact that in this system, as the 
dealers are not being required to absorb any substan¬ 
tial portion of the tax by themselves, the usual tendency 
is to pass it on to the consumer, in toto, and to pay it 
up in the Government treasury. It is true that the 
dealers feel the pinch of having been made the collect¬ 
ing agents for the Government under this system, but 
it is not such as to induce them to pass to the Govern¬ 
ment only a portion of the tax collected and recovered 
by them from the consumers. 


(iii) Yes, there has been a tendency on the part of 
some dealers to' escape from the operation of law by 
seeing to it that they do not cross the taxable quantum 
for registration under the Act. This has in some cases 
resulted in the conversion of sole proprietorship into 
partnerships ’(even under fictitious names) and vice 
versa A similar tendency is also noticeable under the 
case of some dealers who have preferred to stop the 
dealings in taxable commodities and to confine their 
business activities only to the exempted articles, so as 
to remain away from the formalities of the sales tax 
measure. Changes in the size of business unit or m the 
variety of goods dealt in by the dealer are often the re¬ 
sult of a Single Point levy of sales tax, whereas the 
changes in the location of head offices and the reduction 
in the number of intermediaries are the characteristic 
features attending upon the operation of Multi Point 
system. 

(iv) So far as the administrative aspect under the 
Single Point levy is concerned, it does not require much 
consideration in as much as the cost of administration 
is fairly low. The financial aspect, however, needs to 
be examined carefully having regard to the fact that 
no system of taxation is cent per cent free from the 
scope of evasive tactics on the part of the tax dodgers. 
As regards the Single Point system in particular, the 
scope for evasion becomes fairly large if it provides for 
a fairly wide field of exemption. There would be a com¬ 
mon tendency on the part of dealers to claim more ex¬ 
emptions than actually accounted for and thereby evade 
the tax. Because the registration of a dealer under a 
Single Point levy confers on him a right to make tax-free 
purchases of goods required by him either for re-sale or 
for use in the manufacture of goods for sale, attempts are 
found to have been made by some dealers to abuse the 
right so conferred. That is to say, while the goods are 
purchased by them on a tax-free basis by virtue of regis¬ 
tration, no corresponding sales are accounted for and tax 
paid on the same. The result is that not only is there 
a loss to the exchequer of the State, but such dealers 
also enter into an unhealthy competition with those 
honest dealers who recover the tax and pass it on to the 
Government. This is because, it is possible for such 
tax dodgers to sell the goods at rates lower than those 
of the honest traders, to the extent of the amount of 
sales tax evaded by them. To countercheck this evil, it 
is suggested that : — 

(a) Every dealer before he is allowed to make use of 
his registration certificate for the purpose of making 
tax-free purchases, must establish his bonafides as a 
dealer. This can be achieved by adopting a licensing 
system side by side with the registration as was done 
by the State of Bombay under the Single Point levy. 
Under this licencing system, a dealer registered afresh 
would not, along with the registration, be given the 
licence by virtue of which he can make tax-free pur¬ 
chases. Such licence will not be issued at least for one 
year during which he is supposed to pay the tax on what¬ 
ever goods purchased by him. It is only at the end of 
the year that the licence is given to the dealer and his 
claim for the refund of tax already paid on the pur¬ 
chases made during the year is entertained. Further, 
under this system, even though the registration is allow¬ 
ed to be retained, the Commissioner of Sales Tax is 
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authorised to suspend, revoke or cancel the licence 
granted to the dealer if he is satisfied that the dealer 
has failed to pay any tax under the Act or is contra¬ 
vening any provision of the Act. The moment the 
licence is suspended or cancelled, the, dealer’s right of 
making tax-free purchases is automatically withdrawn 
and to this extent it can act as an effective check to 
counteract the abuse of registration certificate which 
invariably carries with it the right to make tax-free 
purchases of goods 

(b) In regard to the other methods of tax evasion 
viz., claiming unlawful or wrong exemptions, the follow¬ 
ing measures are suggested to counteract the same: — 

(i) EE the exemption pertains to the export of goods 
outside the state, the burden of satisfying the 
sales tax authorities that the goods are really 
exported outside the State must be imposed on 
the dealer claiming the exemption and should 
be strictly enforced. That is to say, the exem¬ 
ption in this regard should only be permitted 
if the dealer has produced all the relevant 
proofs of the goods having been exported out¬ 
side the State. 

(ii) If the exemption relates to the sales of goods to 
registered dealers, the selling dealers should be 
invariably required to produce the specific de¬ 
claration forms (as prescribed by the depart¬ 
ment) duly signed by the purchasing dealer in 
each case. Moreover, even along with the re¬ 
turn of sales submitted by the dealer, he should 
be asked to attach a separate statement giving 
the full particulars of sales to the registered 
dealers such as the date of sale, name and full 
address of the registered dealer, registration 
certificate number held by him, amount of sale, 
etc. On receipt of such statements from the 
dealers, the department should start cross check¬ 
ing the various sales claimed as exemptions, to 
ascertain whether the goods in question are 
really sold to a particular registered dealer, for 
the specific purposes mentioned in the registra¬ 
tion certificate of the purchaser. Any cases of 
misuse of the registration certificates, should be 
severely dealt with as per law. 

(iii) Likewise, for any other sort of exemption claim¬ 
ed by the dealer, the supervision should be 
tightened up so as to curb the evasion practices 
of certain dealers. 


The most effective check against tax evasions resort¬ 
ed to by the dealers is to restrict the number of exemp¬ 
ted articles to the minimum and to lower the limit of 
taxable turnover for compulsory registration of dealers, 
say, to a turnover of Rs. 15,000. 

(c) Another measure to check tax evasions resorted 
to by the dealers would be to make a specific provision 
in the body of the Act whereby every registered dealer 
should be required to keep a reasonable amount in pro¬ 
portion to his annual turnover by way of deposit with 
the Government, which may carry a reasonable 
rate of interest. If any dealer is found to have attempt¬ 
ed to evade the payment of tax, such deposits should 
be liable to be forfeited in addition to the recovery 
of the tax evaded by him. Once the deposit is forfeited, 
the dealer must be required to lodge a fresh deposit of 
an equivalent amount. This method, if adopted, may 
go a long way in checking the evasive tactics of habi¬ 
tual tax dodgers who usually are allowed a one-way 
traffic of evading the Government dues without a cor¬ 
responding loss on their account also. 


Question No. 130. 

In relation to the particular system you advocate 

(i) should there be special rates of levy, higher 
than the ordinary rate, for certain articles '? If 
so, for which types of articles? 

(ii) should there be special rate of levy, lower than 
the ordinary rate, for certain articles? If so, 
for which types of articles ? 

(iii) which articles, if any, should be exempted al¬ 
together and why? Please elaborate the prin¬ 
ciples which, in your opinion, should underline 
exemptions. 

Under the Single Point system of tax advocated by us, 
the general rate of tax is proposed to be levied at the 
rate of 6 pies in a rupee. However, in order to make 
the tax as far as possible, equitable between the articles 
of luxury and those which are more or less of daily use, 
it is necessary that some articles should bear a special 
rate of levy higher than the ordinary rate and vice 
versa. 


(i) Among the articles on which special rates of levy 
higher than the ordinary one should be levied, the 
following may be included: — 

Radios, gramophone records, all kinds of expensive 
cloth, cinematograph equipments, all varieties of 
mechanical devices used in modern offices such 
as dictaphones, typewriters, duplicating machi¬ 
nes, etc., steel furniture of all types, all kinds 
of presentation articles, upholstered furniture, 
perfumeries and toilets, etc. 

(ii) Yes, similarly, bullion and specie, and such other 
types of goods which are usually of a higher value al¬ 
though being commonly used by the society should bear 
a rate of levy lower than ordinary ones. 

(iii) The guiding principles underlying the exemptions 
in relation to the Single Point levy advocated herein, 
should be:— 

(1) Foodgrains and fuel. 

(2) Raw materials for industries as also certain 
other raw materials, the finished products of 
which will invariably attract tax at the time 
of sale. This will include cotton and cotton 
yarn, raw jute, wool, etc. etc. 

(3) Various types of seeds pertaining to the food 
and commercial crops such as vegetable and 
flower seeds, oil seeds, cotton and jute seeds, 
etc. 

(4) Texts of religious books and books sanctioned 
for educational purposes as also certain basic 
articles used in the primary education. 

(5) Main requirements for agriculture (excluding 
expensive mechanical equipments). 

As the dealers are required to indicate only the net 
amount of special tax payable by them in the quarterly 
returns without any further classification according to 
the categories of the articles, it is not possible to indi¬ 
cate the revenue derived from the principal categories 
of articles. The revenue derived from the entire class 
of goods subject to special tax since the introduction 
of general tax from 1st December, 1952 upto 30th 
August, 1953 comes to about Rs. 1,48,000. 

Question No. 131. 

In regard to system, rates, exemptions, etc., what de¬ 
gree of uniformity between the different States do you 
consider desirable and feasible ? Would you bring it 
about — / 

(i) by formal or informal convention; 

(ii) by Central legislation promoted at the instance 
of two or more States; 

(iii) by constitutional amendment, so as to include 
certain basic matters connected with the sales 
tax in the Concurrent List? 

( iv ) by constitutional amendment so as to include 
the item of sales tax, as a whole, in the Union 
List? In the last-mentioned case how would you 
apportion the proceeds? Would this alternative 
be a practical proposition from the point of 
view of the finances of the States? 

As the experience goes, the diversion of trade and 
the smuggling of certain articles in the neighbouring 
States have been mainly attributed to three factors, 
viz .— 

(a) Basic difference in the system of levy prevailing 
in different States; 

(b) The differences in the rates of tax obtaining in 
the various States; 

(c) Lack of uniformity in regard to exemptions. 

It is, therefore, of great importance that there must be 
some sort of uniformity in all these three aspects, viz., 
systems, rates and exemptions. Although complete 
uniformity may be desirable, it is neither practical nor 
possible having regard to the fact that the rates, system 
and exemptions under the particular levy of sales tax 
are bound to vary from one State to another according 
to the financial requirements of the particular State, the 
basic difference in the consumption habits of the people 
of the State varying importance of various articles 
in the trade and commerce of different States. 

So far as the system pertaining to the levy of sales 
tax is concerned, it is felt that even if all the States 
adopt a uniform system, say, a single point levy (which 
about half the number of the States have already adopt¬ 
ed) the revenue position of the various States will not 
be affected to any appreciable extent provided each 
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State tightens up its machinery to fight out the tax eva¬ 
sion on all fronts. We advocate a uniform system of 
single point levy for all the States with uniform sche¬ 
dules as far as possible. 

As for the exemption lists, it is felt that every State 
should have a common exemption list based on some 
agreed principles. This is very necessary if the diver¬ 
sion of trade is to be checked. 

The desired uniformity in regard to system, rate and 
exemption as discussed above, can be achieved by Cen¬ 
tral legislation promoted at the instance of two or more 
States. The formal or informal convention no doubt 
can provide a common forum for exchange of views, 
but it is feared that it may not result in a common 
agreement to be implemented by all the States. 

Looking to the nature of sales tax we are against in¬ 
cluding it in the Union List. Even regarding making 
it a concurrent subject, it may be done only when other 
measures do not yield desired results. 


Question No. 132. 

To what extent has any desirable uniformity been 
achieved in regard to exemptions (in favour of “goods 
essential for the life of the community”) under clause 
(3) of Article 286 of the Constitution ? What principles 
would you advocate for deciding the exemptions to be 
made under this provision of the Constitution? Do you 
consider that the scope of the provision contained in 
clause (3) of Article 286 should be extended also to 
“essential articles” which had been subject to sales tax 
before the relevant Central enactment came into force ? 

Very little uniformity has been achieved so far in re¬ 
gard to exemptions in favour of “goods essential for the 
life of the community” under clause (3) of Article 286 
of the constitution. This is because in spite of the pass¬ 
ing of the Essential Goods (Declaration and Regulation 
of Tax on Sale or Purchase) Act by the Parliament, the 
various State Governments have availed of the provi¬ 
sions contained in sub-clause (3) of Article 286 of the 
Constitution and have obtained the Presidential assent 
to levy the tax on various articles covered by the said 
Act. Only the articles enumerated in our reply to Ques¬ 
tion No. 130 (iii) should be included in the exemption 
list. The present list of articles included in Central 
Essential Goods Act is too wide. 

Question No. 133. 

As regards “sale outside the State”, “Inter-State com¬ 
merce” etc., please discuss the adequacy or otherwise of 
the relevant provisions of Article 286 and suggest re¬ 
medies for any defects which, in your opinion, have been 
revealed in the actual working of the provisions. 

(b) Please discuss in this connection the desirability 
and feasibility of the suggestion that purchases only 
(and not sales) should be taxed so that the tax jurisdic¬ 
tion of each State might be confined to parties residing 
within the State. Alternatively, do you consider that 
purchases should be taxed in certain cases and. sales in 
certain others; if so how and on what considerations 
toould you define the two categories ? In either case, 
please describe your scheme in some detail and explain 
the advantages which you claim for it. 

Although the spirit underlying the provisions in re¬ 
gard to “sales outside the State” etc., contained in Arti¬ 
cle 286 is to ensure that the tax is recovered only by 
the State in which the goods are consumed, the ex¬ 
perience gained out . of the actual working has however 
failed to achieve this very object. As a matter of fact, 
till the delivery of the recent judgments of the Supreme 
Court in the Travancore Cochin Case and in the Bombay 
appeal, the provisions contained in clauses (1) and (2) 
of Article 286 of the Constitution were construed and 
exploited by the dealers in such a way as to evade pay¬ 
ment of tax at both ends, by claiming exemption as an 
exporter in the exporting State and by claiming exemp¬ 
tion on the ground of inter-State trade in the importing 
State. This had not only resulted in the artificial diver¬ 
sion of trade from one State to another, thereby jeo¬ 
pardising the interests of the genuine traders of a 
particular State, but had also caused heavy loss of 
revenue to the States concerned. Now the position in 
regard to sales outside the State has been thoroughly 
clarified’by the Supreme Court by upholding the right 
of the delivery State to tax the sale of goods taking 
place therein by virtue of actual deliveries for consump¬ 
tion therein. Representations have been made by the 
mercantile community all over the country on the 
grounds of impending dangers to the inter-State trade 
and commerce as a result ot the implementation ot tne 
Supreme Court judgment. The grievances of the busi¬ 
ness community are not so much related to the protec¬ 
tion of the inter-State trade and commerce as are con¬ 
cerned with the practical difficulties apprehended by 


them if they are called upon to hold the registration cer¬ 
tificates of each and every State where they are des¬ 
patching goods for distribution and eventual consump¬ 
tion therein, and to comply with the requirements of -the 
various State laws. There is no doubt that the Supreme 
Court judgment in regard to the interpretation of clause 
(1) (a) read with the explanation thereto of Article 286 of 
the Constitution brings out in clear terms the implica¬ 
tions of the term “sale outside the States”, but at the 
same time, the practical difficulties to be encountered 
by the mercantile community consequent upon the ex¬ 
ercise of powers by ,the delivery-State also deserve 
serious consideration. The very fact that the provisions 
in regard to sales outside the State as also the inter¬ 
state commerce as contained in Article 286 of the Cons¬ 
titution and as interpreted by the Supreme Court of 
India have become a cause of concern for the mercan¬ 
tile community especially exporters, indicates the neces¬ 
sity for reviewing the provisions of Article 286. 

It is argued in various quarters that it is because of 
the explanation to clause (l)(a) of Article 286 as it stands 
and as it is interpreted by the Supreme Court of India 
that so much clamour has been raised by the exporters, 
who strongly oppose the very idea of obtaining regis¬ 
tration certificates in each and every State in which 
they deliver the goods for consumption therein. As a 
corollary, it is argued that if the said explanation is 
deleted from the body of the Constitution and if the 
citus of sale is allowed to be fixed in accordance with 
the provisions of the Indian Sale of Goods Act (passing 
of property being the chief criteria), the exporters will 
not have to grudge thereafter inasmuch as their liability 
to pay tax can be confined only to the State where they 
have a place of business, by effecting the sales F.O.R. 
exporting stations. If, the goods are delivered F.O.R. 
despatching stations by the exporters concerned, no 
doubt they will be freed from, worries of obtaining regis¬ 
tration in every other State, but that would cause 
serious losses to the State in which the exported goods 
are finally consumed and which has got a legitimate 
right to tax such sales. It is, therefore, quite essential 
that the citus of sale should be located in the States in 
which the goods are delivered for consumption rather 
than the State where the property in the goods passes. 
It was just to incorporate this very principle that the 
sale, for the purposes of clause (a) of Article 286. has 
been defined by way of the explanation appended there¬ 
to by creating a legal fiction. 

The fears entertained by the mercantile community 
in regard to the compulsion for registration in the 
various delivery-States consequent upon the judgment 
of the Supreme Court can be allayed and at the same 
time the delivery States can be assured of their legi¬ 
timate revenue from taxation in regard to the goods de¬ 
livered in their States for consumption provided a spe¬ 
cific provision is incoroporated in the taxation measure 
of each State to the effect that if all the inter-State 
dealings of an outside dealer are confined to the regis¬ 
tered or licenced dealers of the delivery-State, the out¬ 
side dealer shall not render himself liable for regis¬ 
tration in the respective delivery-State notwithstanding 
that the sales of such outside dealer shall be deemed 
to have taken in the delivery State. If this is done, it 
will not be necessary to alter or amend the existing 
provisions of Article 286 in regard to sale outside the 
State. As the bulk of the inter-State trade naturally 
implies the inter-State dealings between a dealer of 
one State and the dealer of another State, there would 
not arise any occasion for such dealers to obtain the 
registration certificates of the different States and under¬ 
go subsequent formalities if the suggestion made above 
is implemented. 


The fact whether the exporter of a State has des¬ 
patched goods to registered dealers alone of the import¬ 
ing State or also to the consumers, can be checked and 
verified if every State, by way of a legal provision to 
in their respective Acts provide for exchange of informa¬ 
tion pertaining to the inter-State dealings of the traders, 
on a reciprocal basis. This would imply that whenever a 
dealer of one State claims exemption in regard to exports 
outside the State, the details in regard to exports (viz. 
date of sale, bill No. relevant R/R No. or B/L. No., value 
of goods despatched, name and full address of the dealer 
of importing State, whether he holds registration in that 
State or not, etc.) will be called for from the dealer 
State-wise and the relevant information pertaining to 
the various States will be passed on to the States con¬ 
cerned. This will provide a good check to ensure that 
the payment of tax is not evaded at both ends. 

In regard to the provision of Article 286(1) (b), it 
may be pointed out that the term “in the course of” is 
so wide as to cover up a series of transactions preced¬ 
ing or succeeding the export or import of goods that it 
would be difficult to ascertain at what stage a particu¬ 
lar dealer is carrying his activities in the course of 
import or export Of goods and to that extent, it would 




be highly difficult to entertain the claims of such dealers 
in regard to exemption. It is, therefore, necessary that 
the wordings of this sub-clause should be so altered as 
to provide for a specific exemption, without leaving any 
scope for ambiguity. 


Pursuant to the Supreme Court judgment in the 
Bombay appeal upholding that the State in which the 
goods are delivered for consumption is entitled to levy 
tax on inter-State sales or purchases, a few exporters 
from this State were reported to have been served with 
notices by the delivery States calling upon them to ap¬ 
ply for registration under the Sales Tax Act of the res¬ 
pective States, and to pay up the tax on the transactions 
entered into by them from 26th June, 1950 onwards. 
However, thereafter, no further action is reported to 
have been taken by the delivery States. As only a few 
exporters from this State had approached the Govern¬ 
ment on this point, it is presumed that the bulk of the 
exporters has not been served with notices. However, 
the dealers of the exporting States have been asking 
for certificates of registration in the absence of which 
they charge sales tax in the bills of goods sent to the 
importers of this State. 


So far as this State as a delivery State is concerned, 
it has accepted the advice of the Central Government 
to maintain status quo in the matter. Even before the 
receipt of the communication in question from the Gov¬ 
ernment of India in this regard, Saurashtra had riot taken 
any action either in regard to recovery of tax with retros¬ 
pective effect in respect of the sales made in this State 
prior to the delivery of the Supreme Court judgment 
or in pressing the non-resident dealers for registration 
under the Saurashtra Ordinance. The State had only 
tried to collect information from the non-resident deal¬ 
ers concerned in regard to their turnover in Saurashtra 
which was with a view to ascertain whether they ren¬ 
dered themselves liable to registration or not. 


If the whole position regarding inter-state trade is to 
be made completely free from ambiguity, we would pro¬ 
pose that the explanation to Article 286 (1) of the Cons¬ 
titution be amended to read as under: — 

"Explanation. —For the purposes of sub-clause (a), a 
sale or purchase shall be deemed to have taken place 
in the State in which the goods have actually been 
delivered, by a dealer of one State as a direct result of 
such sale or purchase to a dealer of another State for the 
purpose of consumption in that State, notwithstanding 
that under the general law relating to the sale of gdods, 
the property in the goods has, by reason of such sale 
or purchase, passed in another State.” 

This will mean that all inter-statal transactions bet¬ 
ween the dealers of respective States will be free from 
any levy of sales tax, whereas other inter-statal trans¬ 
actions will be subject to the levies of the exporting 
State. This will avoid evasion at both ends as also 
double taxation in course of inter-statal transactions. 


(b) The suggestions offered in some quarters in regard 
to levy of tax on purchases only (and not sales) with 
a view to confine the tax jurisdiction of each State to 
the parties residing within the State, are mainly based 
on the assumption that there is no other way out of the 
present deadlock. But the levy of purchase tax is not 
likely to achieve the desired effect for the simple reason 
that the success or otherwise of the method in question 
depends mainly upon as to what extent ways and means 
could be exercised to locate the purchases. Assuming 
that a tax is levied on the purchases within the State, 
there may be a number of purchasers who may not dis¬ 
close the purchases made by them of their own accord, 
and it may be practically impossible for the department 
to find out such purchases through some extraneous 
measures as it would be impossible for the States to have 
checking machinery all along the boundary of the State. 
Further, while the administration of sales tax is con¬ 
fined only to a limited number of dealers having a par¬ 
ticular limit of turnover, the levy of purchase tax will 
cover up each and every purchaser within the State 
and therefore its administration will be neither possible 
nor feasible, Lf the administrative cost is to be kept 
down to a certain minimum ratio, it pre-supposes that 
the units to be administered should be so arranged as 
will not involve any undue expenditure on the part 
of the State. For all these reasons, it is neither desir¬ 
able nor feasible to accept the suggestion that purchases 
only and not the sales should be taxed. It may, how¬ 
ever, be feasible to confine the levy of purchase tax to 
a selected few articles. These articles should be such 
as fulfil the following two tests as far as possible: — 

(i) They should have a sufficiently high value so 
as to induce direct imports with a view to 
evade the sales tax of the State, and 


(ii) The department can have recourse to. some 
positive cross-checks to locate the purchases in 
case the same are not disclosed by the purchas¬ 
er of his own accord. 

Motor cars, radios etc., are examples of the type in 
question, the purchases in respect of which can be veri¬ 
fied from Regional Transport and Post Offices, as every 
car has to be registered and every radio holder has to 
obtain a licence from the Postal Department. 

Although Section 13A of the Saurashtra Sales Tax 
Ordinance, 1950 as amended up-to-date provides for 
the levy of purchase tax, no goods have so far been noti¬ 
fied for the purposes of the said Section. 

Question No. 134. 

Do you think that lack of uniformity between the 
States as regards the rates of sales tax and the methods 
of applying it (single or multiple point) has the effect 
of raising barriers in inter-State commerce or of induc¬ 
ing un-economic diversions of trade ? If so, what mea¬ 
sures would you suggest to rectify the position? 

Yes, as already discussed in detail under answer to 
Question No. 131, it is the lack of uniformity between 
the States as regards the system, and rates of sales 
tax which is mainly responsible for uneconomic diver¬ 
sion of trade and for raising barriers in inter-State com¬ 
merce inasmuch as the free flow of goods between one 
State and another under the normal laws of demand 
and supply is retarded. The achievement of a large 
measure of uniformity is, therefore, very much desirable. 

The diversion of trade from Saurashtra has not been 
reported to be of any appreciable extent due to the 
operation of sales tax in Saurashtra. Whatever diver¬ 
sion is reported to the Government by the dealers of 
this State, has been mainly due to the difference in the 
rates of tax prevailing in this State and those prevailing 
in the neighbouring State of Bombay. Thus, for exam¬ 
ple, when in the initial period the tax was levied only 
on a selected few articles in Saurashtra as compared 
with the general sales tax operating in the neighbouring 
State of Bombay, cigarettes were reported to have been 
dumped into the territories of Saurashtra from Bombay, 
on a large scale for the reason that cigarettes, Cheroots, 
etc., were exempted in Bombay, but were taxable under 
the Saurashtra Ordinance at the rate of 6 pies in a 
rupee. After the introduction of general sales tax last 
year, some difficulty is being experienced by trade in 
respect of some commodities. 

STATE EXCISE 

There was no regular separate Abkari administration 
in the former States. The sale of country liquor, opium, 
hemp and allied drugs etc. was arranged through mono¬ 
polies. This procedure continued to be followed upto 
the time of the introduction of Prohibition in 1950 when 
the Prohibition Act of Bombay was applied to Saurash¬ 
tra and since then the manufacture of country liquor 
and its consumption as well, have been totally prohibit¬ 
ed while opium and hemp drugs are sold through licens¬ 
ed vendors to whom licences have been issued under the 
Act and the Rules made thereunder. 

The State charges a high rate of duty on opium, ganja 
and bhang but the revenue on this account is decreas¬ 
ing every year and it is likely to be reduced to zero 
after 1st April 1959. 

The revenues of the State in the year 1949-50, i.e., 
before the introduction of Prohibition amounted to about 
Rs. 8,36,000 and the revenue for the current year as per 
Budget Estimates comes to Rs. 9,28,000 but this will go 
on decreasing every year owing to the reduction in the 
quota of narcotics. The receipts will dwindle to Rs. 3 
lakhs after 1-4-1959. 

Administrative Set-Up 

At the Secretariat level there is one branch consist¬ 
ing of one Junior Superintendent, one Senior Assistant 
and one Clerk-cum-Typist under the control of the 
Finance Secretary, who is Ex-Officio Prohibition Com¬ 
missioner and Deputy Secretary, Finance Department, 
who is Ex-Officio Superintendent of Prohibition and 
Excises. 

For the districts under the Superintendent of Excises 
the staff is as under: — 

(1) The Deputy Superintendent of Prohibition and 

Excise ....... i 

(2) Prohibition and Excise Inspectors . 4 

(3) Prohibition and Excise Sub-Inspectors . . 25 

These are assited by adequate ministerial staff in their 
work. 
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The average cost of the Secretariat staff comes to 
Rs. 7,200 per annum on account of pay while similar 
figures for executive staff in the District Offices come 
to Rs. 51 , 504 . The collection work is being done by the 
staff maintained at the district level. 

Tax collection is working to the satisfaction of the 
State and there appears no need to make any change 
in administrative machinery. 

Almost in all cases permits, passes or licences are 
issued after the duties are recovered. There do not, 
therefore, remain any arrears. 

Orders passed by the Superintendent of Excise are 
subject to appeal to and revision by Prohibition Com¬ 
missioner and orders passed by Prohibition Com¬ 
missioner are subject to appeal and revision by Govern¬ 
ment. 

The following statement shows the rate of excise 
duties in Saurashtra. 

Excisable Articles Rate of Duty 

t. Ale, Beer, Porter, Cider & Rs. 9-6-0 per London Proof 
other fermented liquors. Gallon of alcohol contents. 

a. Alcoholic Essences and per- Rs. 25-10-0 per London Proof 
fumed spirits, including Gallon of alcohol contents. 

Eau-de-cologne 

3. Liquors cordials. Mixtures 
and other preparations con¬ 
taining spirit: 


Excisable Articles 

(b) Spirituous Medicinal pre¬ 
parations whether of any 
standard pharmacopoea or 
of proprietory rights, 
declared by the Prohibi¬ 
tion Commissioner to be 
capable of being used as 
beverages. 

(c) Spirituous Medicinal Pre¬ 
parations in which spirit 
is included as an ingre¬ 
dient for the sake of 
acting as a preservative 
only: 

(i) If containing spirit not 
stronger than 57 per 
cent, of Proof spirit. 

(ii) If containing spirit 
stronger than 17 per 
cent of proof spirit. 

8. All Spirituous Toilet Prepa¬ 
ration?. 

*9. All Spirituous Culinary 
Essences. 

•Added as per Notification No. FD, 


Rate of Duty. 

Rs. 17-8-0 per London Proof 
Gallon of alcohol contents. 


Rs. 5 per London Proof Gallon 
of alcohol contents. 

Rs. 70-5-0 per London Proof 
Gallon of alcohol contents. 


Rs. 17-8-0 per London Proof 
Gallon of alcohol contents. 

Rs. 17-8-0 per London Proof 
Gallon of Alcohol contents. 

SX/33-148/1637 dated 20-6-53. 


Explanation .—For the purpose of this Notification : — 


(a) If entered in such a man- Rs. 93-12-0 per Imperial Gallon 
ner as to indicate that or six reputed Quart bottles, 
the strength is not to 

be tested. 

(b) If tested (Except Spiri- Rs. 70-5-0 per London Proof 
tuous Medicinal & Gallon of alcohol contents. 
Toilet preparations, con¬ 
taining spirit of Indian 

manufacture.) 

4 . All other sorts of spirits (except Rs. 70-5-0 per London Proof 
denatured spirit manufac- Gallon of alcohol contents, 
tured in India. 

(a) Wines (other than Me- Rs. 9-8-0 per Imperial Gallon 
dicated or Tonic wines) or six reputed quart bottles, 
not stronger than 17 

per cent, of proof spirit. 

(b) Medicated or Tonic Wine Rs. 5 per Imperial Gallon or 
stronger than 5 per cent. six reputed quart bottles, 
of proof spirit but 

not stronger than 17 per 
cent, of proof spirit. 

(c) Wines (including Medi- Rs. 70-5-0 per London Proof 
cated or Tonic Wines) Gallon of alcohol contents, 
stronger than 17 per cent. 

of proof spirit. . . 

6. The undermentioned Draksha- Rs. 3-0-0 per Imperial Gallon 
savas, Asavas and Arisbtas or six reputed quart bottles, 
containing self generated al¬ 
cohol stronger than 95 U.P. 
on 5 per cent, of proof spirit. 

1. Ahiphenasava. 15- Kharjoorasava 

2. Chakrasandhanam (small) 16. Khajuphalasava 

3. Chakrasandhanam (large) 17. Mirdweekasava 

4 . Do (Medium) 18. Madhushukrayoga 

5 Do. (Ordinary) 19. Madhwarishta. 

6. Draksharishta go. Mahadrakshasava 

7. Drakshasava 21. Mritashanje vasnisura 

8. Ekshwasawa 22 - Mastwasava. 

g. Gandeeradyarishta 23. Madhwasava. 

10. Gondikadrone 24- Narikelasava 

xi, Gaudatakrayoga 15. Panchasayak. 

12. Jambwasava 26. Rasonnasura. 

13. Haspushrishta 27 - Sharkarasava 

14. Kubjasava 28. Sookshmailadyarishta. 

Excisable Articles Rate of Duty. 

7. (A) Spirituous Medicinal Pre- Rs. 5 per London Proof Gallon 
parations whether of any of alcohol contents, 
standard pharmacopoea 
or of proprietory rights, 
declared by the Prohi¬ 
bition Commissioner to 
be incapable of being 
abused as beverages. 


(a) “Medicated or tonic Wine” means a mixture or 
compound of any wine with medicinal subs¬ 
tances, whether fortified with spirit or not, and 
includes medicated bitters; and 

(b) “Drakshasava, Asava and Arista” means a 
liquid medicinal preparation containing self¬ 
generated alcohol prepared by a process of fer¬ 
mentation according to the recipes and direc¬ 
tions laid down in the standard Ayurvedic 
treatises. 

10 . Statement showing the spirituous medicinal pre¬ 
parations liable for Excise duty at the rate of Rs. 17 - 8-0 
per L. P. G. of spirit contents under Order No. Rev-EX/ 
II (a) 1304 , dated 8th February 1950 : 


Excisable Articles 

Rate of Duty 

I Acetums 

(x) Acetum Odoratum 

Rs. 17-8-0 per Proof Gal¬ 
lon of alcohol contents. 

(2) Aceticum Aromaticum 

Ditto 

(3) Acetum Lavandulae . . .' 

Ditto 

(4) Acetum Rosae . . 

Ditto 

II. Aquas 

(5) Aqua, amygdelarom amararum . 

Ditto 

(6) „ Amygdalae Amarae 

Ditto 

(7) „ Aromatica . . • • 

Ditto 

(8) „ Aurantii Floris-Concentrate . 

Ditto 

(9) „ Caryophylli Concentrate 

Ditto 

(10) „ Foeniculi Concentrate . 

Ditto. 

(xx) „ Juniperi Concentrate . 

Ditto 

(12) „ Lavendulae. 

Ditto 

(13) „ Melis .... 

Ditto 

(14) „ Menthae Viridis Concentratus 

Ditto 

(15) „ Pimentae Concentrateu 

Ditto. 

(16) „ Rosae Concentrate 

Ditto 

III. Elixirs 


(17) Elixir Amygdalae Co. . 

Ditto 

(18) „ Anisi . 

Ditto 

(19) „ Aromaticum . . . 

Ditto 

(20) „ AurantiAmari . . . 

Ditto 

£2i) „ Cardamomi Co. . • 

Ditto 

(22) „ Simplex . 

Ditto 

IV. Essences 


(23) Essences Amygdalas Co. 

Ditto 

(24) „ Amygdalae 

Ditto 

(25) „ Anethi 

Ditto 

(26) „ Anesi • 

Ditto 

(27) „ Auranti . 

Ditto 





(28) 

Essences 

Excisable Articles 

Aromatica . 

Kate of Duty 

. Rs. 17-8-0 per London 

(29) 

JJ 

Capsici 

Proof Gallon of alco¬ 
hol contents. 

. Ditto 

(30) 

» 

Cardamomi 

Ditto 

(31) 

5 ) 

Caryophylli 

. Ditto 

(32) 

JJ 

Cinnamomi 

. Ditto 

(33) 

JJ 

Crinalis 

. Ditto 

(34) 

» 

Lavandulae 

. Ditto 

(35) 

» 

Limonis 

Ditto 

(36) 

» 

Mint . 

. Ditto 

(37) 

JJ 

Moschi 

Ditto 

(38) 

JJ 

Myristicae . 

. Ditto 

( 39 ) 

» 

Rosae Duaiis 

Ditto 

( 4 °) 

JJ 

Rosmarini . 

Ditto 

(41) 

JJ 

Santal Flav 

. Ditto 

(42) 

JJ 

Vanillae 

Ditto 

( 43 ) 

jj 

Zingiberis Fort 

. Ditto 

( 43 ) 

jj 

Zingiberis Pro. Syr. 

Ditto 

V. Fluid Extracts 

(45) Extractum Absinthi Liq. . . Ditto 

( 46 ) 

jj 

Aurantii Liq. 

. Ditto 

( 47 ) 

J> 

Aurantii Amar Liq. 

. Ditto 

( 48 ) 

jj 

Rosas Liq. . 

. Ditto 

( 49 ) 

' jj 

Zingiberis . 

•. Ditto 


VI. Glycerinums 


(50) Glycerinum Aurantii . 

Ditto 

(50 

JJ 

Carmini . 

Ditto 

( 58 ) 

JJ 

Croci 

Ditto 



VII Inusions (Concentrated) 

(53) Infusion Caryophylli Concentatus . 

Ditto 

( 54 ) 

JJ 

Leminis Concentatus 

Ditto 



VIII. Liquor (Concentrated) 


(55) Liquor Auranti Pro. Syr. 

Ditto 

( 56 ) 

JJ 

Cocci 

Ditto 

( 57 ) 

JJ 

Croci 

Ditto 

(58) 

JJ 

Limonis Pro. Syr. 

Ditto 

( 59 ) 

JJ 

Rosae Duleis 

Ditto 

(60) 

J> 

Tinctorium 

Ditto 



IX. Lotions (Washes) 


(61) 

Lotion Cantharidini 

Ditto 

(62) 

JJ 

Evaporans . 

Ditto 

(63) 

JJ 

Alei Amygdalae Ammoniats 

Ditto 

(64) 

JJ 

Rosae 

Ditto 



X. Spirits 


(65) 

Spiritus 

Absinthii 

Ditto 

(66) 

JJ 

Amygdalae Amarae 

Ditto 

( 67 ) 

JJ 

Aromaticus 

Ditto 

(68) 

JJ 

Aurantii 

Ditto 

( 69 ) 

JJ 

Aurantii Co. 

Ditto 

( 7 °) 

JJ 

Cardamomi Co. . 

Ditto 

( 7 >) 

JJ 

Coloniensis 

Ditto 

(72) 

JJ 

Coriandri . 

Ditto 

( 73 ) 

JJ 

Cumini 

Ditto 

( 74 ) 

JJ 

Lavandulae 

Ditto 

( 75 ) 

JJ 

Lavandulae Co. . 

Ditto 

( 76 ) 

JJ 

Limonis . . 

Ditto 

( 77 ) 

JJ 

Menthae Viridis . 

Ditto 

( 78 ) 

JJ 

Myristicae . 

Ditto 

( 79 ) 

JJ 

Pimentae . 

Ditto 

(80) 

JJ 

Pulegii 

Ditto 

(81) 

JJ 

Rosae 

Ditto 

(82) 

it 

Myrcias Co. 

Ditto 


Excisable Articles Rate of Duty 


XI. Succus 


( 83 ) 

Succus 

Cucumis 

Ditto 

(84) 

J> 

Limonis 

Ditto 

(85) 

JJ 

Mori .... 

Ditto 



XIII. Syrups 


£86) 

Syrup 

Aromaticus 

Ditto 

(87) 

JJ 

Cinamomi . ■ . . 

Ditto 

(88) 

JJ 

Limonis 

Ditto 

(89) 

JJ 

Rosae 

Ditto 


XIII. Tinctures. 


(90) Tincturi Aurantii 

Rs. 17-8-0 per L. P. Gal¬ 

(91) „ Aurantii (Cone) . 

lon alcohol contents. 

Ditto 

(92) „ Aurantii Siccate . 

Ditto 

(93) „ Carui 

Ditto 

(94) „ Cocci 

Ditto 

(95) „ Coriandri: . 

Ditto 

(96) „ Croci 

Ditto 

(97) „ Cumini Alla , 

Ditto 

(98) „ Cumini Migra 

Ditto 

( 99 ) >, Limonis 

Ditto 

(100) „ Limonis Cortex Sccatus 

Ditto 

(101) Tincture Menthae Pipariate 

Ditto 

(102) „ Myristicae . 

Ditto 

(103) „ Orris Root . 

Ditto 

(104) „ Perskmis . . 

Ditto 

(105) „ Persionis Co. 

Ditto 

(106) „ Santali 

Ditto 

(107) „ Santali Citrini 

Ditto 

(108) „ Santali Rubri 

Ditto 

(109) „ Vanillae 

Ditto 

(no) „ Vindla 

Ditto 

(til) „ Zingiberis (Cone) 

Ditto 

XIV VlNUMS. 

(112) Vinum Absinthii 

Ditto 

(113) „ Aurantii . . 

Ditto 

11 . All preparations manufactured 

Rs. 5 per London 

according to an approved pharmaco- 

Proof gallon of 

pia and not included in the list of 

spirit contents. 

medicines liable at duty rates of Rs. 

17 - 8 - 0 . 

12 . Vent fee on denatured spirit levied 

Rates of Vend fee in 

under Order No. Rev/EX/ 52/1243 

case of import of 

dated the 20 th May, 1952 : 

denatured spirit 

Rs. 0 - 12-0 per bulk 
gallon of denaturdie 
spirit or Rs. 1 - 8-0 
per dozen quart 
bottles of denatur¬ 
ed spirit. 

13 . Rates of assessment fee on sale of foreign liquor levied under 

Government Order No. REV/EX/ 52/2145 dated the 3 rd 

July 1950 . 

Unit Kind of Liquor 

Rate of Ass¬ 

Per doz. Quart bottles spirits. . 

essment. 

Rs. As. Ps, 

. . too 0 0 

„ Pint „ „ 

60 0 0 

„ Bottles of oz.„ 

. . 30 0 0 

„ Quart bottles wines 

. 30 Q 0 

„ Pint ,, „ . • 

15 0 0 

„ Quart beer „ . 

O 

CO 

r>> 

,, Pint „ » • * 

312 0 


Notb—A ssessment of litre bottles to be recovered in proportion with quart 
bottles as above. 


14 . Pass Fee for removal of foreign liquor under 
Order No. REV/EX/ 52 - 3694 , dated the 27 th September 
1950 : 

(a) When the liquor to be removed is in bottles Rs. 
1 -8-0 per dozen quart bottles of spirits other 
than rectified spirit. 
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Re. I per proof gallon (6 quart bottles of L. P. strength 
of rectified spirit including absolute alcohol.) 

Annas 12 per dozen quart bottles of wine. 

Annas 6 per dozen quart bottles of. beer and Other 
fermented liquors. 

(b) When the liquor to be removed is in the wood: 

Re. i per Proof Gallon of Spirit 
Annas 6 per Bulk Gallon of Wines. 

Annas 3 per Bulk Gallon of Beer and other fermented 
liquors. 

15. Issue price of opium from Government treasury to licensed 
vendor fixed at Rs. a to per cake of 80 tolas of opium. 

16. Duty on Ganja and Bhang levied under Notification No. Rev./ 
EX/24/ 3327 dated the 4th September 1950.: 

Ganja. . . . . Rs. 40 per seer of 80 tolas 

Bhang.Rs. 7-8 per seer of 80 tolas 

17 Fees for supervising bottling operations of spirits by Excise Offi¬ 
cers at the premises of licensed vendors.—Rs. 8 per day. 

18. Licence fees (Under Notification No. Rev/EX/52/1330 dated 
the 26th May 1950): 

Fees for a licence to chemical works and 
laboratories for manufacture of spiritu¬ 
ous medicinal and toilet preparations Rs. 100 p.a. 

Fees for a licence for a wholesale foreign liq¬ 
uor shop ..... Rs. 200 p.a. 

Fees for a licence for retail sale of foreign liq¬ 
uor shop . . . • > Rs- 100 P- a - 

Fees for a licence for sale of Opium . . Rs. 5 p-a. 

Fees for licence for sale of Ganja and 

Bhang . . ... • • • R®* 5 P-*- 

(Under Notification No. Rev/Ex/52/2494, dated 22-7-30). 

Fees for a licence for retail sale of rectified 

Spirit . . . • • . Rs. 15 p-a 

Fees for a permit for possession of rectified spirit including 
absolute alcohol for industrial, medicinal scientific 
and educational purpose:— 

(a) When the monthly quantity is for one 

or two quarts .... Rs. 2 p.a, 

(b) When the monthly quantity is more 

than two quarts and upto six quarts Rs. 25 p.a. 

(c) When the monthly quantity is more 

than 1 gallon . . . . Rs 50 p.a. 

Fees- for a licence for the wholesale sale of ordinary dena¬ 
tured spirit— 

(a) When the quantity sold during a 

year is upto 15,000 gallons. . . Rs. 150 P-a. 

(b) When the sale exceeds 15,000 gallons 
but does not exceed 30,000 gallons 

in a year ..... Rs- 3 °° P- a - 

(c) When the sale exceeds 30,000 gallons 

in a year . . • • • Rs- 5 00 P- a - 

Fees for a licence for the retail sale of ordi¬ 
nary denatured spirit . . . Rs. 25 p.a. 

Fees for a permit for the possession, trans¬ 
port and use of ordinary denatured 
spirit for bona fide medicinal. Scien¬ 
tific or educational purposes . Re. 1 p.a. 

Fees for a permit for the possession, transport and use of 
’ ordinary denatured spirit for bona fide industrial or 
non-domestic purposes as under:— 

(a) For manufacture of varnishes, polishes 
and dye-colours:— 

(1) When the guantity does not exceed 

50 gallons per month . • • Rs- 10 p..a. 

(2) When the quantity exceeds 50 gallons - 

but does not exceed 5 oo gallons per Rs. 50 p.a. 
month 

(3) When the quantity exceeds 500 gal¬ 
lons per month, - . , . Rs, too p.a, 

34—2 T. E. Com. 


b) for any other Industry— 

(1) When the quantity does not exceed 

500 gallons per month . • ^ s * 2 5 P ,a * 

(2) When the quantity exceeds 500 gal- 

Ions per month' . . • • Rs- 100 P* - 

(c) For an art of industry* i. ,e. college & edu- 

cational institutions . . • R e - 1 P ,a - 

(d) For special Industrial denatured spirit 

not covered under (a), (b) or (c) 

above. . . '.R*- 2 5 P -a> 

(e) In case of all holders of permits in Form 

D. A. if the quantity of denatured 
spirit allowed to be possessed does 
not exceed 2 bottles per month. . Re. 1 P- a - 

X.B. _No tea are recovered from Government hospital, municipal, loeaj 

boards, educational institutions or charitable hospitals and dispensaries. 

Fees for D. D. 1 Licence to manufacture dangerous 

drugs and for sale etc., by chemists . • Rs- 10 

Fees for possession of dangerous drugs by registered 

medical practitioners. D. S>. 2. . • .- «*• 2 

Licence fees for wholesale of molasses R*- 5 ° 

Licence fees for possession and use of molasses in 

industrial purposes etc, . - > • R*- 2 5 

Licence fees for possession and use of molasses in industrial purposes 
etc.,:— 

t. For the factory or industry using one to 

5 tins of. molasses p.jm. , . • - Re- 1 P- a * 

2. For the factory or industry, (using 6 to 25 

tins of molasses p. m. , . . - - Rs- 5 P -a - 

3. For the factory or industry using 26 tins 

and above of molasses p. m. • • Rs- 10 p.a. 

(Not*.— 1 tin is equal to about 1J kacha maund). 

Licence fee for tapping neera . . . Nil. 

Replies to Questions 

Question No. 135. 

(a) In regard to state Excise duties and the revenue 
therefrom, have you any comments or suggestions to 

- make: 

(i) on features of importance connected with, the 

system of levy of these duties in different States ; 
or 

(ii) on policies involving various degrees of relin¬ 
quishment, in certain States of the revenue from 
these duties ? should there, in this context, be 
uniformity between different States? 1/ so, in 
what particulars and to what extent? 

(b) Is there proper co-ordination between the levy of 
Central Excise on medicinal and toilet preparations 
containing alcohol, etc. and of State excise on alcoholic 
liquors '? If not, wha,t steps would you suggest to ensure 
adequate co-ordination? 

So far as Saurashtra is concerned, the rates of Excise 
duties fixed by Bombay State are generally followed. We 
have no comments or remarks to offer on the question of 
enacting a law for the levy of uniform rates of Excise, 
duty on spirituous medicinal and toilet preparations ex¬ 
cept that the rate of duty on Eau-De-Cologne if fixed 
lower than Rs. 25-10-0 per London Proof Gallon which 
is the present rate of duty for Saurashtra, the reduction 
will put the state to a financial loss. Again if uniformity 
leads to lowering of duties on spirituous medicinal and 
toilet preparations containing high alcoholic percentage, 
it might undermine the prohibition policy of several 
states. This aspect requires special consideration in 
the light of the tendency to market alcoholic liquors 
under the guise of medicinal preparations and the use of 
Eau-De-Cologne as an intoxicant, a tendency which ap¬ 
pears to be on the increase. As regards relinquishment 
of revenue on account of prohibition attention is reques¬ 
ted to our reply to question No. 35 in Memorandum No. 
V. •*' 

(b) Regarding co-ordination between the levy of. Cen¬ 
tral Excise on spirituous medicinal and toilet prepara¬ 
tions containing alcohol and of State Excise .on ale©-' 
holic liquors, it may be noted that prior to the Federal 
Financial Integration, in 1950-51, the State had pres¬ 
cribed excise duty for all alcoholic* preparations includ¬ 
ing spirituous< medicinal and toilet* preparations. After 
the Federal Financial Integration the levy of the excise * 
duty on spirituous medicinal and toilet preparations be¬ 
came Union Govemment subject but the Central Govern¬ 
ment has allowed the State to continue the rates eg 
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were in force prior to the Federal Financial Integra¬ 
tion. When the State levied the excises, a co-ordinated 
rate structure was devised which has not been disturb¬ 
ed. If, however, under the contemplated measures, rates 
substantially different from those obtaining now are en¬ 
forced it will affect the prohibition policy of the State 
as brought out in our reply to (a) above. 

AGRICULTURAL INCOME-TAX 
Question No. 139. 

A few States levy agricultural income-tax, but in 
almost none it is among the more important sources of 
revenue; the progress of land reforms will further 
reduce its,.yield. Would you, in order to increase the 
yield from this tax or for other reasons (.which may 
please be specified ), make major modifications in the 
present system of taxation of agricultural income1 If so, 
please indicate the modifications you would make. 

As has been explained i» Memorandum III, Saurash- 
tra has implemented its land reform policy, as a result 
of which in more than l/ 3 rd of the area which used to 
be Girasdari area, there are hardly any holdings in ex¬ 
cess of 120 acres. In the rest of Saurashtra which com¬ 
prises unalienated land, cultivators used to hold land 
directly from the State and as a result there had been no 
growth of any large scale holding of land. The total 
number of holders owning more than 3 economic units 
will not exceed 2882 and the total acreage in their 
possession will not exceed 51,700 acres. The holding 
of the maximum size not exceeding 3 economic units 
would give at the maximum income Rs. 8 , 000 . As 
already explained in the general note,' the land revenue 
incidence works out at 400 % of the average per capita 
incidnces in the rest of India. The Prohibition of Leases 
Act reduces any chances of large scale cultivation and 
everybody will be called upon to cultivate the land 
personally. There are no plantations of sizable magni¬ 
tude and there are no rich commercial plantations like 
tea, coffee, fruit etc. The only cash crops are cotton 
and ground-nuts, which are mostly done by dry farm¬ 
ing methods on small holdings. Even tobacco is not so 
widely grown. It is clear that there is no scope for any 
agricultural income tax in Saurashtra and none exists 
at present. 

Question No. 149. 

In particular, do your suggestions involve: 

(a) correlation, and if so, to what extent, of agri¬ 
cultural with non-agricultural income-tax; 

( b) alteration, and if so, in what manner, of the 
levy of land revenue ? 

As regards (a), if the correlation suggested takes the 
form of the levy of a single tax on the total of non-agri¬ 
cultural and agricultural income, instead of the present 
separate Central and State taxes, please deal with the 
constitutional, administrative and other problems in¬ 
volved, including the apportioning of proceeds among 
State Governments, Alternatively, if the State Govern¬ 
ments continue separately to levy a tax, on agricultural 
income, but the rates of levy based on the total of the 
two types of income, agricultural and non-agricultural, 
what are the specific problems which arise, and how 
would you deal with them! 

As regards (b), please indicate the probable net effect 
of the suggested measures on the revenues of Govern¬ 
ment. What administrative or other issues are involved, 
and how would you deal with theml 

As it is not proposed to have any agricultural income 
tax in Saurashtra, this question is not being answered 
in detail. It may however, be mentioned that cultivation 
is done, by and large, by persons who have no other 
source of income and those who have other sources of 
income hardly have any personal cultivation, The law in 
Saurashtra seeks to abolish absentee landlordism and it 
lays down that evry person holding land must cultivate it 
himself or lose the land to the persons cultivating it In 
these circumstances, there will hardly be any person 
who will both have agricultural and non-agricultural in¬ 
comes of any comparable size. Again, agriculture in 
Saurashtra needs to be developed and even if rates for 
income tax were to be based on a total of agricultural 
and non-agricultural incomes, not only would the pro¬ 
cedure be administratively cumbersome but it would 
also hinder the progress of agricultural development in 
the State. 

Question No. 141. 

How would you determine taxable income in the com¬ 
parative absence of accounts in rural areasl What 
treatment should, in particular be given to the follow¬ 
ing: 

(i) expenses of cultivationf, harvesting, preparation 
for the market etc.; 


(ii) agricultural losses owing to a calamity or other 
reasons; (In this connection, would you favour 
giving the assessee the discretion to choose the 
alternative of averaging his income over num¬ 
ber of years—say 3 to 5 years — in order to 
cover goods and bad years!) 

(iii) depreciation in respect of — 

(a) live stock, 

(b) implements and carts, 

(c) means of irrigation, e.g. wells etc., 

(d) buildings ? 

A large mass of our agriculturists, rather a vast majo¬ 
rity of them are illiterate and not accustomed to main¬ 
taining regular accounts. This will lead to great diffi¬ 
culties in determining the taxable income which will 
have to be computed on basis of factors such as: — 

(i) The average yields in the area. 

(ii) Periodicity and frequency of natural calamities 
such as Famines, Floods, Locusts etc. 

(iii) Annavari for a particular year. 

(iv) Market prices at harvesting time. 

(v) Area under irrigation and nature of irrigation— 
canal, tube well, well or other lift irrigation 
etc. 

(vi) Average wages of agricultural labour in the 
area. 

All these factors are also closely related to the size 
of holdings etc., and despite sincere official efforts at 
equitable determination the net effect will be in the 
nature of intelligent guesswork. 

Full allowances will also have to be given for all ex¬ 
penses connected with (1) cultivation and harvesting 
costs including maintenance of live stock and (2) de¬ 
preciation charges on live stock, implements etc. Ex¬ 
cepting for drying and winnowing, the average cultiva¬ 
tor at present, usually does not undertake further pro¬ 
cessing of the produce to prepare it for the market and 
m most cases the cost will be for labour engaged. All 
these factors will vary from area to area and region to 
region and will have to be estimated on basis of general 
conditions prevailing in any particular locality. All 
told, in States like Saurashtra, if a tax measure of this 
type was introduced, it would involve very real hard¬ 
ship for the peasantry as, at best, the effect will "be that 
of an arbitrary ad hoc assessment. 

In ? bsence , of accounts and the difficulties enu¬ 
merated above, the alternative will be to work out the 
net income of an agriculturist on the basis of certain 
multiples of assessment. At the prevailing level of 
prices, the net income available to the cultivator will be 
about six times the assessment. Normally, the net in¬ 
come would not exceed four and a half times the assess¬ 
ment. 


Questioft 


142, 


What rates would you prescribe for agricultural in¬ 
come-tax and how would you graduate theml Is it 
possible to have uniform rates in all the Statesl What 
exemption limits would you lay downl 

Our considered opinion is that so far as Saurashtra 
is concrned, there is no case for agricultural income- 
tsx. 

LAND REVENUE AND CESSES 
Question No. 143. 

For areas already under or likely hereafter to be 
brought under ryotwari or similar tenures, do you con¬ 
sider that land revnue policy should be based on some 
form of periodical settlement1 

If not, what alternative would you suggest 9 How 
would you Work it! What would be its probable net 
effect on Government s revenues ? 

The S M: has adopted the Bombay Land Revenue 
Code which contemplates periodical settlements. The 
States f“? e .. of wbicb ha d regular settlements, 
accepted the principle of periodical revision. 
Although Ahis system of periodical revision involves • 
cost tad t&es considerable time, it seems to be the only 
fSU 5-«2. etho !L °- f as , s ® ssin g improvements in land, prices 

SSrSffi ? te“e.«SSent SCto "' ,,ke ” “° 

Question No. 144. 

«°“,. are favour of periodical settlements, what 
modification, if any, would not make in the practices 
and principles■ which have been followed hitherio and 



why? In your reply, please refer in particular to the fol¬ 
lowing— 

(i) Period of Guarantee — Should this be shorter 
. than in the past? Would you suggest longer 

periods in special circumstances, e.g. when ryot- 
wari tenure is introduced for the first time ? 

(ii) Scope of Guarantee — Should a fixed assess¬ 
ment be quaranteed for a specific piece of land 
(or for a proprietary body, as for instance, in 
the Punjab)? Alternatively, should a basic rate 
be fixed and limits guaranteed within which 
it may vary? What factors would you take into 
account in varying the rate e.g. area, nature of 
crop, yield prices, etc.? 

(iii) Basis of assessment — How should the basic 
rate be fixd?' Would you introduce an element 
of progression? 

(iv) Incentive to production — Would it be feasible 
so to regulate assessment as to provide an incen¬ 
tive for — 

(a) larger agricultural production; 

(b) shifts in production, e.g., from cash crops to 
food crops or vice versa; 

(c) capital improvements to land? 

(v ) Payment in kind— Would it be poisible to pro¬ 
vide for payment in kind either partially or in 
full? Please discuss the advantages, difficulties, 
etc- 

(vi) Uniformity between States — In the applica¬ 
tion of these principles what degree of unifor¬ 
mity between different States would be desir¬ 
able and possible? 

The following modifications are suggested in the prac¬ 
tices. and principles followed hitherto for periodical 
settlements: 

(i) Period of Guarantee. —The period of guarantee 
should be shorter than in the past. Under the Land 
Revenue Code, the period is 30 years. In view of sudden 
and somewhat revolutionary changes in the economic 
sphere, it may be advisable to reduce the period to 15 
years or 20 years. It is expected that after the imple¬ 
mentation of the First and Second Five Year Plans, in 
India there will be a great change in the economic condi¬ 
tion of the cultivator on account of the improved 
methods and irrigation facilities and a revisional settle¬ 
ment would therefore be Justified at a shorter period as 
suggested above? 

(ii) Scope of Guarantee .—According to the prevailing 
method of settlement, fixed assessment is guaranteed for 
a specific piece of land in Saurashtra. From the point 
of view of convenience to the cultivators who are yet 
uneducated, and of the convenience to the administra¬ 
tion, it would be inadvisable to have a varying system 
depending upon change in yield, prices,, etc. 

(iii) Basis of Assessment. —This question has been dis¬ 
cussed in the general notes. We would follow Rental 
value though we shall take profits of agriculture in con¬ 
sideration generally among other factors. 

(iv) Incentive to Production. —In the backward areas, 
the assurance of fixity of tenure and reasonable assess¬ 
ment has gone a long way in giving an incentive. We 
have transferrability rather inalienability and heredi¬ 
tability of occupancy tenures. This will also be a good 
incentive to protection and incurring capital cost. As 
regards capital improvements, subsidy for specific items 
of improvements would be a greater incentive than any 
concession on assessment. 


(v) Payment in kind. —Payment in kind would be fair 
to the farmers provided there is a machinery for pro¬ 
perly calculating prices. It involves also engagement 
of a large staff and complicated accounting, and the 
Government becomes a trading concern, its returns de¬ 
pending upon the vagaries of the market. Payment in 
kind has been tried in Saurashtra and this is the second 
thing which the peasant hates from past because it 
means a lot of dependence. 

(vi) Uniformity between States. —We would npt advo¬ 
cate a rigid system of uniformity in the matter of land 
revenue. The land revenue system is depending upon 
factors which merely are economic. The past experience 
of the peasantry, the traditions, customs, market condi¬ 
tions, the way of levy, method of collection all go to re¬ 
act upon the peasantry. According to fixity of tenure 
and protection against rack-renting and assurance of 
fullest enjoyment of produce of cultivation and improve¬ 
ments through the system of transferability and heredit¬ 
ability of occupancy tenure, we think the rest should 
be left to the State. 


Question No. 145. 

In regard to a resettlement as distinguished from, an 
original settlement, what additional principles, if any, 
would you suggest? 

The principles will mainly be prices, irrigation faci¬ 
lities, improvements through Government or private 
agencies, marketing facilities and cost of production at 
the time of resettlement 


Question No. 146. 

Where resettlement is overdue but cannot yet, for 
administrative or other reasons , he undertaken, what, 
transitional steps would you recommend in order to 
bring the old rates into Confirmity with changed condi¬ 
tions? 

Would you levy A surcharge on the old rates, graduat¬ 
ed if need be with reference to such factors as crop 
grown, size of holding etc.? 

How would you provide against the possibility of such 
a surcharge accentuating the disparity already present 
as a result of settlements of different areas having been 
undertaken at different times? 

If the existing disparity is itself of a significant degree, 
what steps would you take to reduce it? 

The only method according to us, is periodical re¬ 
settlement. That will assure a scientific examination of 
the question not only with refenrence to the increases in 
prices, but increase in the cost of cultivation and other 
charges of fundamental or imported character in the 
rural economy. The introduction of surcharge on jui 
ad hoc basis will lead to an unsettlement in the psycho¬ 
logy of .the peasantry and create complications of a 
character which may offset the gains from such sur¬ 
charge. As for resettlement, as soon as our work of 
surveying unsurveyed villages and settlement of unset¬ 
tled areas is over, we £hall undertake the resettlement. 

Question No. 147. 

Sipce a certain degree of disparity may be present — 

«) between the pre-existing and the newly merg¬ 
ed areas of a Part A State; or 

(ii) between the different units which have gone to 
form a Part B State; 

what steps, if any, would you take pending a general 
re-sittlement of such areas, towards removal or reduc¬ 
tion of disparity? - 

The reply is contained in our answer to Question No. 
146 . 


Question No. 146. 

. Where, ryotwari or similar tenures are introduced for 
the first time, on the abolition of zammdari, but settle¬ 
ments cannot yet be undertaken, what interim steps 
would you take to regulate assessment: 

In this connection, how would you deal With the follow¬ 
ing special problems: 

(i) fixation of post-abolition assessment with refe¬ 
rence to (a) pre-abolitiem rent and (b) compensa¬ 
tion payable by the State and or the occupant; 

(ii) paucity of Sufficiently detailed-,land records or 
of economic data, e.g. market ren'ts; 

(iii) lack of trained staff required for work in re¬ 
gard to (a) .land records, (b) new surveys and 
(c) new settlements? 

Would these problems be present in an aggravated 
form in permanently settled areas, such as West Bemgal? 

Having simultaneously with the introduction of the 
legislations for abolition of Jamindari, undertaken a 
training on such a scale of the personnel required for the 
job and having , in the interim period fixed assessment 
on an ad hoc basis, we did not experience any trouble. 
The compensation and occupancy prices are both based 
upon this assessment and no hardship is caused to any 
of the three parties, the Jamindars, the State or the oc¬ 
cupants. The assessment bears a reasonable proportion 
to the assessment prevailing in the neighbouring areas 
where it is determined either by scientific survey or on 
the basis of produce as shown In the account in the pos¬ 
session of the Government. So far as records are con¬ 
cerned, a regular machinery Was set up before the policy 
of legislation was introduced and thus prepare the data. 
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Question No. 14$. 

Do you think that the principles of (Assessment of land 
revenue will require modification if co-operative farm¬ 
ing is more widely adopted'! If so,'in what directions ? 

We do not envisage any great change in the present 
system of individual farming in the coming future. The 
Co-operative farming is only in the experimental stage 
and phy help, that the Government may desire to give, 
can only be to determine if the experiment of Co-ope¬ 
rative farming is to’be adopted on a ‘wider basis and 
that can only happen when it becomes a success. 

Question No. 150. 

Have you any comments to make on policies in res¬ 
pect of — 

(i) alienation of land revenue in forms in which 
such alienation subsists and may continue to 
subsist (e.g. devasthan inams ); 

(ii) concessions in land revenue, both ad hoc and 
regulated, e.g. on (a) sale of land belonging to 
or at the disposal of Government or (b ) trans¬ 
fer of such land either on special tenure such 
as impartible or inalienable tenure or on ordi¬ 
nary tenure to special classes of lessees such as 
educational or charitable institutions and co¬ 
operative societies; and 

(iii) suspensions and remissions ? 

Alienations of Land Revenue have been abolished by 
the Barkhali Abolition Act, 1951 and a cash annuity is. 
fixed payable in perpetuity to Devasthanams and for a' 
period of 12 to 15 years to others. 

Question No. 151. 

Are there any suggestions which you make in regard 
to the assessment of — 

(i) agricultural land in rural areas, used for non- 
agricultural purposes; 

(ii) land classed as agricultural but now part of an 
urban area and used for non-agricultural pur¬ 
poses; and 

(iii) land classed as non-agricultural, whether in 
rural areas or in urban areas, and used for non- 
agricultural purposes'! '■ 

Concessions in land revenue are given under the Land 
Revenue Code at the discretion of the Government to 
educational and charitable institutions of a non-commun- 
al character, It is our confirmed opinion that wherever 
the alienations of land revenue or concessions are given 
in the past for sactorian or communal institutions, they 
should be abolished as they are opposed to the directive 
principles of the State policy. 

Question No. 152. 

Is the administrative system, in so far as it is con¬ 
cerned with the collection of land revenue, adequate ? 
Is there a tendency to enlarge the functions of the re¬ 
venue staff, especially at the village level, so as to in¬ 
clude “development" or “extension" duties'! If so, how 
far is such tendency likely to affect the efficiency of re¬ 
venue collection and administration ? 

At the moment, we have no suggestions to make over 
what is provided for in the Bombay Land Revenue Code 
as explained above we are convinced' that in view of 
the great change which necessarily affected the rural 
economy and we would like to allow conditions to sta¬ 
bilise before thinking of other subjects. So far as the 
collection of land revenue is concerned, the present sys¬ 
tem is adequate. We are also trying the experiment of 
entrusting recoveries to Gram Panchayats and it has not 
so far created any complications. The peasantry general¬ 
ly are of a law-abiding character and meek. Otherwise it 
may be necessary to give additional staff for development 
or extension duties. A parallel machinery is not tontem- 
plated by the Saurashtra State for this' purpose. We 
hope that the Panchayat experiment will prove success¬ 
ful and with the Panchayats of the villages and the 
Taluka Officers it will be possible to mind the collection 
of revenue and development and extension works with¬ 
out the necessity of any further staff. 

Question No. 153. 

Is there a tendency to delegate the functions of the 
State Government in respect of land revenue to local 
bodies? 

In what areas, to what extent and subject to what 
conditions has the delegation taken place, and what les¬ 
sons, if any may be drawn from the experience hither¬ 
to gained ? Do you consider such delegation fiscally and 


administratively desirable! Would it improve the posi¬ 
tion if the revenue collected under it was earmarked for 
specific local purposes? 

The policy of delegating functions in respect of land 
revenue to Gram Panchayats is being adopted gradual¬ 
ly in the State. It is too early to say whether this policy 
is fiscally and administratively successful or otherwise. 
There is however no reason to suppose that, delegation, 
if properly worked and supervised by. the Central Gram 
Panchayat Officers and the Head of the Department, 
should result in fiscal detriment or administrative in¬ 
efficiency, as the persons performing such delegated func¬ 
tions are required to be drawn invariably from the re¬ 
venue cadre and are properly trained in land revenue 
matters. There does not appear any ground for ap¬ 
prehension about the successful working of Grani Pan¬ 
chayats invested with powers of revenue collection. The 
position would not be affected by earmarking the re¬ 
venue for specific local purposes. Even at present the 
arrangement with the Gram Panchayats is that they 
get a percentage of land revenue of place. As this de¬ 
pends upon the actual revenue collected, there is suffi¬ 
cient incentive for full collection. 


Question No. 154. 

(i) What should be the basis of levy of land ■ cess ? 
Should it Ife land revenue or annual value ? 

(ii) Would you introduce a degree of graduation in 
the rates of land cess? 

(iii) (a) To what extent do you consider it suitable 
that land cesses should be placed within the purview of 
local bodies'! ■ 

(b) Should the cesses be earmarked for specific pur¬ 
poses more closely related to the rural tax-payer? If so, 
please give your suggestions. Alternatively, do you pro¬ 
pose one consolidated cess for local purposes ? 

(iv) Are there any special problems involved in the 
assimilation of the rates of land cess (a) in the merged 
areas of part A States and (b) in Part B States ? 

The Saurashtra State has to work out the question of 
land cesses against the background of a very high inci¬ 
dence of land revenue. At the moment the problem of 
creating District Local Boards is under consideration of 
the Government and we are not in a position to offer 
any remarks on the type or forms of these cesses. 


IRRIGATION RATES, BETTERMENT LEVY AND 
IRRIGATION CESS 

At the time of integration only 30,000 acres bf land 
were irrigated by canal irrigation and water rates 
differed in different States. The basis in some cases was 
per acre per crop, in some, the rates were charged per 
watering and In many States there were no separate 
rates as the same were covered in the crop share which 
the State obtained from the cultivators. After integra¬ 
tion, Government took up the question of standardising 
the irrigation rates, taking into consideration the pre¬ 
sent cost, the nature of crops for which the water is 
supplied. The rates were finalised in August 1951 , and 
are shown in the following table: — 


SI. 

No. 

Name of crop 


Water 
rate in 
rupees 

Basis of rate 

I 

Millet 

Kharif 



per bigha per water- 

2 

Cotton 

33 


it 

Ditto. 

.3 

Jo war 

>3 


I 

Ditto. 

4 

Ground nut 

■ 33 


it 

Ditto. 

5 

Mung 

33 


I 

Ditto. 

6 

Kang 

>3 



Ditto. 

7 

Sesamum 

13 

• , 

ii 

Ditto. 

8 

Banti 

33 



Ditto. 

9 

Pulse 

33 


I 

Ditto 

10 

Maize 

» 


I 

Ditto 

XI 

Caster 

» 


ii 

Ditto. 

12 

Kamod 

>3 


6 

per bigha per crop 

>3 

Barley 

t? 


5 

Ditto. 
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Water 


SI. 

No 

Name of crop 

rate in 
rupees 

Basis of rate 

*4 

Wheat 

. 

5 

per bigha per crop 

«5 

Gram . 

• 

ii 

per bigha per water- 

16 

Mustard (if 

grown 

10 

per ^i^ta pa crop. 

*7 

separate). 

Methi 


10 

Ditto. 

18 

Jiru 


10 

Ditto. 

«9 

Corriandar , 


10 

Ditto. 

ao 

Turmeric . 


10 

Ditto. 

at 

Variali 


10 

Ditto. 

82 

Sarsav 


10 

Ditto. 

23 

Linseed 


10 

Ditto. 

24 

Tobacco 


ai 

per bigha per watering 

25 

Juwar (Summer) 


5 

per bigha per crop. 

26 

Millet ,, 


5 

Ditto. 

87 

Maize „ 


»i 

■per bigha per month. 

28 

Vegetables . 


2 

Ditto. 

29 

Sugarcane . 


3 

Ditto. 

30 

Chillies 


3 

Ditto. 

3 * 

Rajko . 

■ 

3 

Ditto 

32 

Fruit trees and gardens . 

3 

Ditto. 

33 

Chino . 


3 

per bigha per crop. 

34 

Onions 

. 

3 

< Ditto. 

35 

Garlic . 

•' t • 

3 

Ditto. 


There are three types of rates viz. rates per watering 
per bigha, rates per crop per bigha and the rates per 
month per bigha. The unit of bigha which is adopted 
in Saurashtra is equivalent to 0-4 acre. 

2. The receipts from irrigation water were collected 
by some States along with the revenue and the income 
was credited also along with revenue. Only in a few 
States e.g. Bhavnagar and Gondal the receipts were ac¬ 
counted for separately. After the coming into force of 
the new irrigation rates in August 1951 and after pass¬ 
ing of the Irrigation Act, in May 1951, arrangements 
have been made for separating the accounts of the in¬ 
come from irrigation tanks separately , for ftret class 
irrigation works which are in charge of Public Works 
Department and for second class irrigation works which 
are in charge of Revenue Department. 

3. It is, therefore, not possible to give the figures of 
receipts as required by the Commission. 

4. As mentioned, earlier, at the time of integration 
only 30,000 acres were irrigated by direct canals. After in¬ 
tegration, Government have completed major and minor 
irrigation schemes which will add another 28,770 acres 
pf land under irrigation. Another 10,000 acres are ex¬ 
pected to be irrigated this year from one major scheme 
which is nearing completion. By 1954-55, the Brahmani 
Irrigation Scheme, which will irrigate 10,000 acres this • 
year, will be entirely completed and will bring in 27,000 
acres under irrigation. Some more schemes will be com¬ 
pleted by the end of 1954-55 bringing another 4,500 
acres of land under irrigation. Thus the position will be 
that during 1953-54 the area likely to be irrigated will 
be 68,770 aeres and during 1954-55 it will be 90,270 
acres. The year 1951-52 was a famine year and many 
of the tanks did not fill up and hence the figures of 
collection costs for these tanks would not represent the 
correct picture. From this year the rains have been 
favourable and normal irrigation is expected. It may 
however be stated that the basis of the present rates, 
the income averages Rs. 12 per acre while the expendi¬ 
ture on maintenance and management comes to nearly 
Rs. 3 per acre. 

IRRIGATION RATES & BETTERMENT LEVY 
Question No. 155. 

Would you recommend any of the following taxes, 
either singly or in Combination, where a major irriga¬ 
tion work has been constructed by the State — 

(i> o betterment levy representing a portion of the 
increase in the value of land; 


(ii) an irrigation rate for the water actually sup- 
plied; 

(iii) a small compulsory cess for all lands under com¬ 
mand, whether the water is actually utilised or 
not; 

(in) any other tax or taxes, as an alternative to or 
in conjunction with the above? 

Where the State has constructed major irrigation 
work, it will be equitable to collect a betterment levy, 
and also collect water charges for the water-supply. In 
the note preceding the reply, the schedule of water 
rates prevalent in Saurashtra is given. The question 
of the betterment levy is under the active consideration 
of the Government. We do not advocate any additional 
cess or taxes as alternatives to or in conjunction with 
betterment levy and water charges. 

Question No. 156. 

What portion of the increment in land value may be 
reasonably absorbed by the State as betterment levy? 

How should it be assessed, in what instalments should 
it be collected and by what administrative machinery? 

How would you time the recovery in relation to de¬ 
velopment' i.e., before the project Comes Into full opera¬ 
tion or afterwards When substantial incremental value is 
actually realised? 

Would it be proper and practicable fo impose a better¬ 
ment levy on ,lands already benefited oy an existing 
irrigation work? 

Should the proceedIs from the levy be earmarked for' 
a specific connected purpose, e.g., contributing towards 
the cost of the particular irrigation, project or of other 
irrigation projects? 

It will be reasonable to absorb about 25 to 30 per¬ 
cent of the estimated increment in the land value on 
account of the land being situated in the command area 
by way of betterment levy. As regards assessment of 
the increment Saurashtra proposes to follow a flat ad 
hoc estimate as per acre basis. The levy may be col¬ 
lected in 10 to 15 equal instalments through the normal 
land revenue administration. In view of the local con¬ 
ditions, the recovery will start after 2 years of com¬ 
pletion of a project, but the total balance of the levy 
will be made payable immediately in case of sales or 
transfer. As stated in reply to Question No. 155 the 
measure under consideration of the Government incor¬ 
porates the above principle and will cover areas benefit¬ 
ing as a result of recnt constructions. We do not con¬ 
sider it feasible to impose betterment levy on lands 
already benefited by existing'irrigation works because 
ownership might have changed hands many times and 
the increment in land value may not have accrued to the 
person presently holding the land. 

We do not advocate funding or earmarking yields 
from betterment levy. 

Question No. 157. 

(i) Should the irrigation rate be no more than an 
adequate charge for the water supplied or should it also 
contain an element of additional levy on the increased 
yield or crops? Can you indicate with reference to con¬ 
dition in your State whether, and if so, to what extent, 
there is an element of additional levy in respect of (a) 
old irrigation works <b) new irrigation works? What 
limits would you place on the quantum of additional 
bevy in respect of (a) old irrigation works (b) new irri¬ 
gation works? 

(ii) Would you base the irrigation rate primarily on 
(a) area irrigated, (b) quantity of water supplied, (c) 
crop value, (d) any other factor? 

(iii) Are you in favour of periodical revision of water 
rates? If so, with reference to one or more specified 
States, what period would you consider appropriate in 
conformity with economic considerations and in the 
light of administrative convenience? 

(it?) Do you advocate concessional or incentive rates, 
particularly in the initial stages of development, with 
a view to encouraging the production of specific crops 
or the adoption of desired farm techniques? 

The irrigation rates as. they obtain in Saurashtra 
cover maintenance depreciation and sinking fund char¬ 
ges of the project. The returns on the capital invested 
in different projects range from $% to 1$% after allow¬ 
ing for the fact that the water Tates are based on a 
sliding scale which takes into consideration the nature 
of the crop, water and the consequential advantages. 
The rates have been standardised only recently are 
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Uniform for the new as Well as the old works. Present 
need for increasing the production of food-grains would 
justify prescribing lower rates as incentive to grow food 
crops (as compared to rates specified for cash crops. 
This has been incorporated in our recent standardisa¬ 
tion of these rates). The revision of rates may be con¬ 
sidered after every five years. 

Question No. 158. 

How would you fix the compulsory irrigation cess 1 
Would you make it a small fee relatable to the annual 
cost of maintenance of the work? 

We do not advocate any compulsory irrigation cess or 
fees additional to ■the betterment levy and water 
charges. 

Question No. 159. 

If the items mentioned above—betterment levy, irri¬ 
gation rate and irrigation cess—were discussed in con¬ 
nection with a minor irrigation work, or a tube-well 
scheme, to what extent would your replies have to be 
modified. 

So tar as betterment levy is concerned, the principle 
of absorbing a portion of the unearned increment would 
remain unaltered irrespective of the size of the works, 
but for administrative purposes a levy will not be pos¬ 
sible where the benefits accruing from the works cannot 
be clarly defined viz. in case of percolation tanks. The 
tube-well schemes do not work on gravity irrigation and 
need pumping. The water rates, therefore, may have 
to be modified to cover the pumping costs. In case of 
artisian flow, there will be no additional cost and the 
water rates may be the same as in case of other irriga¬ 
tion works. 

Question No. 160. 

In what circumstances would a consolidated rate of 
land revenue—where the assessment includes an ele¬ 
ment of water rate—be preferable to a scheme of sepa¬ 
rate irrigation rates and cesses? 

In light of conditions obtaining in Saurashtra we do 
not favour a consolidated land revenue which would in¬ 
clude an element of water rate. 

Question No. 161. 

What is the scope for the imposition of a surcharge 
on irrigation rates based on — 

(i) crop values; 

( ii ) sizs eof holding etc.; 

for the purpose of financing projects of a local character ? 

Land revenue assessment in Saurashtra is very high 
and the yields per acre are comparatively poor. The 
Land Reforms have also determined the size of holding. 
There is, therefore, no scope for imposition of surcharge 
on irrigation rates. 

STAMP DUTIES AND COURT FEES 

Stamp Duty and Court Fees were governed by various 
laws in the covenanting States prior to formation of 
Saurashtra. The total receipts came to about Rs. 
8 , 69,000 in the pre-integration period. After integration 
the Indian Stamp Act, 1899 and the Indian Court Fees 
Act 1870 (as in force in the Bombay State) have been 
applied with suitable modifications. In consequence 
the receipts under Major Head IX-Stamps have pro¬ 
gressively risen to Rs. 22 , 66,502 in 1951 - 52 . There was 
a fall in this revenue in the year 1952 - 53 , to the extent 
of about Rs. 2 lakhs. 


Stamp revenue is principally realised from documents 
of sales and mortgages. The comparative figures are 
given below for the last four years: — 


Year - 

Sales 

Mortgages 

Rest 

No. 

Value 

Rs. 

No. 

Value 

Rs. 

No. 

Value 

Rs. 

>949 ■ 

7447 

15445761 

5738 

10030389 

19 H 

6272406 

> 95 ° • 

13612 

40659012 

7298 

19727746 

2455 

5441829 

> 95 * ■ 

16208 

29857631 

8973 

23658267 

3351 

8173405 

1952 • 

10055 

23046421 

9073 

17297303 

3111 

7743653 

Total 

47322 109008825 

31082 

70713705 

10832 

27631293 


Question No. 162 . 

Under the Constitution — 

( 1 ) the Union is empowered to fix the rates of 
stamp duties in respect of bills of exchange, 
cheques, promissory notes, bills of lading; let¬ 
ters of credit, policies of insurance, transfer of 
shares, debentures, proxies and receipts, and 

( 2 ) the States are empowered to fix the rates of all 
other stamp duties. 

As regards both ( 1 ) an ( 2 ) have you any suggestions 
to make for the levy of a stamp duty where it is not 
already levied, or for an increase or decrease of the pre¬ 
sent rates where a stamp duty already exists ? Please 
give reasons for your suggestions. Are there any general 
principles which you would propose for adoption in re¬ 
gard to the fixation of rates of stamp duties? 

As regards ( 2 ), since the rates vary from State to 
State, what degree of uniformity do you consider desir¬ 
able and feasible, and how do you propose to achieve it? 

If possible, please estimate the net effect of your pro¬ 
posals on the revenue of States. 

The present rates of Stamp Duty in Saurashtra are 
higher than those specified in Schedule I of the Indian 
Stamp Act, 1899 to the extent of nearly 50 %. It is not 
considered necessary to increase or decrease our pre¬ 
sent rates of Stamp Duty since any decrease means 
financial loss to the State. On the other hand, an in¬ 
crease in our Stamp rates does not seem possible. The 
fall in revenue from Stamp Duty in the year 1952-53 to 
the extent of Rs. 12 lakhs is an indication of decrease in 
the purchasing power of the public. For these reasons 
it is not considered advisable at present to increase or 
decrease the present rates of Stamp Duty.’ 

The general principles for adoption in regard to the 
fixation of rates of Stamp Duty would seem to be: (i) 
Ability of the people to pay, (ii) The rates of levy 
should not have repressive effect on the general trans¬ 
actions or litigation of the country, (iii) Fixed Duty on 
documents specifying a given description or definition, 
normally in cases when valuation is difficult or impos¬ 
sible, (iv) Ad Valorem Duty dependent on the amount 
for value of the considerations set forth in the instru¬ 
ment (e.g. a bond conveyance etc.) 

Since the rates of Stamp Duty vary from State to 
State, there was a recent move from the Government of 
India to introduce uniform rates of Stamp Duty 
throughout India on all instruments which fall under 
Sr. No. 91 of List 1 (Seventh Schedule) to the Constitu¬ 
tion of India (Union List). Nothing so far has materialis¬ 
ed in this respect. Uniformity in rates is considered de¬ 
sirable throughout India on the ground that there is no 
reason why people living one province or State of India 
should pay higher rates than those living in another 
province of India on the same instrument. 

The uniformity in rates can be achieved by withdraw¬ 
ing the power of the States to amend the rates fixed by 
Government of India, but the uniform rates to be pres¬ 
cribed may be so devised as not to cause any serious 
loss in the existing revenues, of States from this source. 
The rates stated in Schedule I of the Indian Stamp 
Act, 1899 , are very low. 

Question No. 163 . 

Certain States (e.g., Bombay) levy stamp duties on 
transactions in forward markets. What is your view re¬ 
garding the complaint that these duties have tended 
to affect the business in these markets, particularly that 
of the middle class traders ? If you consider that the 
levy of stamp duty on transactions in these markets is 
a suitable and potentially important means of securing 
revenue, what administrative and other measures would 
you suggest for the efficient collection of such duties? 
Alternatively, in place of stamp duties, would you sug¬ 
gest some other form of taxation of the transactions in 
stock exchanges and future markets? If so, please ela¬ 
borate your suggestions. 

Owing to levy of stamp duty on transactions (in 
writing) in forward markets in Bombay State, the mid¬ 
dle class traders are tempted to evade Stamp Duty as 
far as possible either by not entering into forward 
market business or by entering into oral transactions 
which are not chargeable with any Stamp Duty. It 
would seem that the complaint that the levy of Stamp 
Duty on the transactions in forward market has affected 
the middle class traders is well-founded. 

In Saurashtra the levy of a stamp duty on transactions 
in forward markets is not considered suitable as it is 
likely to affect adversely a number of small Commis- 
son Agenas, Dalals and Operators. In view of urgent 
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need to stabilise the economy of our towns in the new 
economy, we do not consider this duty feasible for 
some time to come, especially if sales tax is to be ex¬ 
tended to cover forward market transactions and is to 
be based on a unit system as in U. P. 

Question No. 164. 

In this country, the stamp duty is ordinarily a tax 
on documents which constitute evidence of legal rights. 
There are, however, certain taxes, such as the entertain¬ 
ments tax, which are sometimes collected in the form 
of stamps, and suggestions have been made that this sys¬ 
tem may be appropriately extended to the collection of 
taxes on the sale of goods or on other transactions. Do 
you agree with this view ? If so, to what taxes would you 
extend the scheme ? 

In Saurashtra the entertainments tax is collected in 
cash and not in the form of stamps. The collection of 
taxes in the form of stamps on the sale of goods or on 
other transactions will, it is considered, be cumbrous 
and is likely to cause considerable inconvenience to the 
vendor who will be required to buy stamps in advance 
and thus lock up his capital. It is, therefore, not con¬ 
sidered desirable to collect sales tax or entertainments 
tax in the form of stamps. 

Question No. 165. 

What .are the more common methods of evasion or 
avoidance of payment of stamp duty ? What means of 
prevention would you suggest'! 

The following methods of evasion or avoidance of pay¬ 
ment of stamp duty have been observed: — 

(i) To enter into oral transactions, which are not 
chargeable with any stamp duty, in cases where 
it is possible to do so. 

(ii) To under-value the instrument in cases where 
ad valorem fees are to be charged. 

(iii) To give a false name or title to the instrument 
to escape payment of higher stamp duty, e.g. to 
call a document a release deed which is charge¬ 
able with stamp duty of Rs. 10 only, when in 
substance the document is a partition deed and 
stamp duty is to be paid on the value of the 
property under partition. 

As regards evasion (i) referred to in the preceding 
para, there is no effective means of prevention as the 
party keeps himself out of the operation of the statute 
and under the law as it stands at present, we cannot pre¬ 
vent him from entering into oral transactions at his 
risk. 

As regards evasion (ii), the effective means of preven¬ 
tion would be to employ a trained staff at registry so 
that they can distinguish the correct valuation of the 
instrument and save the State from loss of stamp re¬ 
venue, Another effective means of prevention is to in¬ 
flict the maximum penalty provided under the law, in 
cases of deliberate under-valuation of the iifttrument. 

As regards evasion (iii), it should not be tolerated 
when detected by the court or Sub-Registrar. The 
effective means of prevention in such cases would be 
not only to inflict the maximum penalty but also to 
launch prosecution under section 64 of the Indian Stamp 
Act. 1899 in suitable cases. 

Question No. 166. 

The rates of Court fees differ from State to State. To 
what extent do you consider uniformity in the rates 
desirable and feasible'! 

Uniformity in the rates of court fees is also desirable. 
The rates specified in Schedules I & II to the Indian 
Court Fees Act, 1870, are very low and if uniform rates 
are to be introduced in all the States, than these rates 
need proper revision so. as not to cause any big loss in the 
revenues of the States from this source. Our present 
rates of court fees are higher than those specified in 
these Schedules. Receipts from court fees meet only 
about half the expenditure on the Judiciary in the 
State as shown in the table below: — 



Year 

Receipts 

Expenditure 
on the State 
Judiciary 



Rs. * 

Rs. 

*949 • 

» * • • 

8,98,197 

* 4 , 77,459 

* 95 ° • 

• • • • • 

8,92,631 

16,50,165 

* 95 * 

* ' * i • 

9 , 77,866 

* 9 , *2,337 

* 95 * . 

* • • . , 

9,60,037 

*9,09,000 


MOTORE VEHICLES TAX 

There was no uniformity of tax on motor vehicles in 
former States and each State had its own motor vehicle 
tax and rules. Also at some places bus routes were 
auctioned on monopoly basis. 

2. After the merger of States till 1-4-49, tax on motor 
vehicles was collected on the basis of the existing rates 
in the former States. From 1-4-49, the Indian Motor 
Vehicles Act of 1939 was applied throughout Saurash¬ 
tra except Junagadh, where it came in force from 
1-10-49. 


3. Motor Vehicles Tax Ordinance No. XLIX of 1948, 
on the lines of Bombay Motor Vehicles Tax Act of 1935 
was applied to the State and tax on different classes of 
motor vehicles was recovered.as per Tax Schedule I of 
Bombay Motor Vehicles Rules. 


4. Registration fees and fees for number for plates are 
recovered as laid down in Bombay Motor Vehicles Rules 
1940, rule 34. 


5. (i) During last 5 years some changes have been 
made in the tax on motor vheicles: the tax on goods 
vehicle which was Rs. 600 and Rs. 480 in the beginning, 
lowered to Rs. 520 and Rs. 440 respectively on the lines 
of Bombay Motor Vehicles Tax Rules. 


(ii) Tax for 25% overload allowed to Stage Carriages 
Was discontinued from 1-4-52. 

(iii) State Transport Department of Bombay, State 
operating inter state bus routes were exempted from 
tax for crossing or entering Saurashtra limit. Similarly 
Stage Carriages of State Transport Department Saurash¬ 
tra State were exempted in Bombay i.e. North Gujerat 
Region. 

(iv) It is under consideration to raise and revise tax 
on Stage Carriages according to seating capacity. At 
present maximum tax is Rs. 500, as such buses with 28 
seats and 40 seats have to pay the same rates of tax. 
Hence the tax is proposed to be revised to Rs. 16 per 
seat with a maximum of Rs. 700. 


6 . Rate of tax is levied as per Schedule I under Bom¬ 
bay Motor Vehicles Tax Rules of 1940. 

All Government vehicles and vehicles Of Central Gov¬ 
ernment, other than those used for commercial purposes 
are exempted from Motor Vehicles Tax under different 
notifications issued under Motor Vehicle Tax Ordinance 
No. XLIX of 1948. Similarly vehicles belonging to the 
Rulers of the former States are exempted from tax and 
registration fees. Municipal vehicles and tractors used 
for agricultural purposes are exempted from the tax. 
Such number of exempted vehicles comes to about 337 
and as such approximate loss in revenue would be 
about Rs. 1,50,000. . - 


7. The Regional Transport Officer with his executive 
staff arranges to collect tax on motor vehicles. 


(i) The tax is assessed: 

(a) as per unladen weight on motor cycles, cars, 
tricycles, invalid cars, etc. 

(b) On registered ladin weight on goods vehicles. 

(c) On seating capacity on motor vehicles plying 
for hire for passengers. 


Non-payment of tax or late payment is recovered as 
laid down in Section 8 of the Tax Ordinance of XLIX 
of 1948 dated 25-10-48. 

(ii) Any one aggrieved by the order of the Tax collect¬ 
ing authority, can appeal to the authority as laid down 
in Section 16-A of Tax Ordinance (Amendment) of 
1951 Act No. XI of 1951, dated 20-4-51. 

(iii) Tax for the convenience of the motor vehicle 
owners is .collected at 14 different places in the State. 
During the Tax collection period, Motor Vehicles Ins¬ 
pector with Staff is visiting 14 different places every 
quarter where Tax is collected so that the public has 
not to come to Rajkot for paying tax. 


Also they are sending tax by money order or by paying 
in the Treasury and send Chalans with Registration Cer¬ 
tificate. 

To improve the tax collection work it is desirable to 
have internal audit system. This staff would check all 
receipts and call for arrears if there is any discrepancy. 
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8 . The receipts during the last lour years are as 


under: — 



Receipts 

Year 

Rs. 

•949-5° • 

.14.98,4°« 

•95°-5» 

. n.29,479 

•95«-52 • 

.14.17.458 

•952-53 • • 

■ i3.°«>45° 

This includes 

registration fees, permit fees, driving 

licence fees etc. 


The receipts 

under M. V. Tax Ordinance are as 

under:— 



Receipts 

Year 

Rs. 

•95°-5> • 

.9.78,026 

•95 «-52 ■ 

, - •2,57.221 

•952-53 • 

• i.53.74» 


During the year 1949 and 1950 there was petrol ra¬ 
tioning and tax for each quarter was collected in ad¬ 
vance i.e., before the beginning of each quarter as such 
tax for April-June 1950 quarter was collected in March 
1950, and the tax realised was credited in that year; 
that is why total receipts in 1949-50 are larger than 

1950-51. 

1951- 52 shows improvement: as railway wagons were 
not freely available, public carriers wele much in de¬ 
mand for transport of foodgrains, grass and other com¬ 
modities. 

1952- 53 shows a fall of about Rs. 1,00,000. The main 
reason for this is that up to 1st April 1952, the Stage 
Carriage operators had not to pay tax for 25% overload 
allowed. Due to trade depression, large number of 
goods vehicles were declared in non-use. 

9. There are cases of arrears in tax payments and 
while making entries in Tax Cards, from A. T. Forms 
these are checked and the sum due is recovered. In 
some cases where the owners have scrappd the vehicles, 
but failed to intimate the same, inquiries are made 
through the Motor Vehicles Inspectors and the Police 
Department and if the vehicle is really scrapped before 
the last date of payment, entry is made in Tax Cards to 
that effect; if scrapped at a later date the amount is re¬ 
covered. Also several vehicles after being registered 
in Saurashtra are re-registered in other State and inti¬ 
mation from Regional Transport Office, of the re-regis¬ 
tering State at times are received late and as such there 
are arrears on cards. Such cases are closely scrutinised 
and if for intervening period, tax is not paid, the same 
is recovered through the respective Regional Transport 
Offices. If the party fails to pay tax, it is recovered 
through the Collectors as revenue dues under M. V. Tax 
Ordinance Section 9 of XLIX of 1948. 

10. At times persons declare non-use of vehicle which 
they occasionally take out on roads. To check this, list 
of vehicles in non-use is supplied to the motor vehicles 
inspectors who while in District make surprise checking 
of these vehicles where they are garaged. When cases 
of defualt are detected, tax with double penalty as laid 
down in M. V. Tax Ordinance is recovered. Thus all 
possible efforts are being made to check evasion of Tax. 

Question No. 168. 

Taking into account (a) the several taxes, Central, 
State and Local, which affect motor transport directly 
and business, trade etc. indirectly, (b) the variation in 
some of these taxes from region to region and between 
different categories of vehicles, and (c) the relative 
financial needs of the different taxing authorities, both 
generally and, in particular, for the maintenance, im¬ 
provement and extension of roads, what changes, if any, 
would you introduce in the present system of motor 
vehicles taxation ? What degree of uniformity do your 
suggestions involve ? Instead of several taxes by differ¬ 
ent authorities, a consolidated tax has been suggested: 
do you consider this feasible ? -How would you apportion 
the proceeds among the different authorities concerned ? 

Saurashtra Government do not contemplate introduc¬ 
ing any changes in the present system of motor vehicles 
taxation except as may be found necessary‘.after finali¬ 
sation of the Motor Vehicles (Principles of) Taxation 
Bill at present under consideration of the Government 
of India. Absolute uniformity or even a large degree 
of uniformity does not seem feasible with respect to 
these taxes. A consolidated tax pattern and consequent 
apportionment is also likely to cause many, complica¬ 
tions and therefore does neot seem practicable. 


Question No. 169. 

To what extent and in what manner, in your view, 
should the proceeds from motor vehicles taxation be 
earmarked for road maintenance and development ? 

Please see our answer to question No. 8 . 

Question No. 170. 

Have you any specific comments to make on the main 
recommendations of the Motor Vehicles Taxation En¬ 
quiry Committee, 1950? 

We have no specific comments to offer on the main 
recommendations and generally endorse the views re¬ 
corded by the Policy Committee of the Transport Ad¬ 
visory Council at their meeting on 4th & 5th May 
1953. 

Question No. 171. 

Have you any suggestions to make regarding the ex¬ 
tension of taxation to, or increase of present taxation 
on, users of roads other than motor vehicles'! How 
would you classify the users, what rates would you 
suggest and who, in your view should be the taxing 
authorities'! How would you dispose of the proceeds1 

The municipalities and panchayats in the state are 
authorised to collect wheel tax etc., and licence fees on 
public conveyances including cycles and these taxes have 
been imposed by these bodies. The panchayat adminis¬ 
tration in Saurashtra is being extended from year to 
year at a satisfactory rate and their need for larger re¬ 
sources will induce them to exploit the sources available 
to them. We therefore do not consider it feasible to ex¬ 
tend the taxation at state level to other users of roads. 

ENTERTAINMENTS DUTY 

•The Saurashtra Entertainments Duty Ordinance has 
been adopted on the lines of the Bombay Entertain¬ 
ments Duty Act, 1946. The rates of tax levied under 
Section 3 of the Ordinance were less than i of those 
levied by Bombay State. In the beginning, it was ap¬ 
plied to only 14 cities and towns with a population of 
30,000 and above; subsequently the Ordinance has been 
extended to 59 more towns having a population of 
5,000 and above. These rates were subsequently (from 
21st October 1952) raised under the Saurashtra Enter¬ 
tainments Duty (Second Amendment) Act. 1952, bring¬ 
ing these to about 2/3 of the Bombay rates. Till 31st 
March 1952, 25% of this revenue was being given to 
municipalities as a temporary measure of relief. En¬ 
tertainments for charitable or educational purposes are 
exempted under Section 6 of the Ordinance. 

Annual revenue under'Entertainments tax as budget- 
ted for the year 1953-54 comes to Rs. 7 lakhs. There 
is no immediate possibility of raising these rates. 

Actual receipts for the past four years were as under: 

Rs. 

•949-5°. 8 , 69,793 

• 95°*5i ^. 6 , 02,441 

•95>-5* • .7.49.72° 

•952-53 • • • ■ •' • 5.°9.384 

The tax is collected in cash and as such there is no 
question of arrears. 

Question No. 172. 

This tax is usually levied on tickets of admission to 
entertainments or amusement, of which the cinema is 
by far the most important. In this regard, the Cinema¬ 
tograph Industry Enquiry Committee considered the 
incidence of the tax on the industry too heavy. Do you 
agree with this view and in particular, do you consider 
that the rates have reached the point of diminishing re¬ 
turns'! The Committee also suggested uniformity in the 
rates of duty which differ widely from State to State. 
Do you agree with this view ? If so, how should it be 
achieved ? 

How far would you apply graduation in the rates of 
entertainments tax'! What modification in. the system of 
levy would you suggest ? 

The entertainment tax has been in force in Saurash¬ 
tra for the last four years only the rates are lower than 
those prevailing in the neighbouring state of Bombay. 
In light of this limited experience, we have no specific 
comments to offer on the observations of the Cinerpato- 
graph Industry Enquiry Committee regarding the inci¬ 
dence of the tax on the Industry. 

Government of Saurashtra see no objection to accept 
the suggestion of the Committee to have uniformity in 
the rates of duty in all the States provided the tax is 
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to be levied at a uniform rate of 25% of gross collection, 
though this will tend to increase the burden on the 
lower class tickets as compared to the present system 
of graduated specified rates pn different classes. 

No statistical information is maintained to show how 
much of the total receipts from entertainments tax is 
realised from cinemas and how much form other forms 
of entertainments. However, it may be stated that a 
very large percentage of revenue realised is from 
cinemas as other forms of entertainments such as 
dramas, circus etc. are very few in case of Saurashtra. 

Question No. 173. 

What principles would you adopt in regard to exemp¬ 
tions'! Should the criterion he : 

(i) character of the entertainment, (e.g. educational 
film);' 

(it) nature of. object to which net receipts are ap¬ 
plied, (e.g. charity show); 

(Hi) class of persons admitted to entertainment (e.g. 
lowest class of .ticket); 

(iv) any other factor ? 

The principles to be adopted in regard to exemptions 
would be as follows:— ' 

(1) educational films, dramatic societies, fine arts and 
musical societies; 

(2) proceeds of the entertainments that may be used 
for philanthropic or charitable purposes, or for 
scientific purposes by a Society, Institution or 
Committee not conducted or established for 
profit; and 

(3) any other particular entertainment that may, in 
the opinion of Government, deserve exemption. 

Question No. 174. 

How important is evasion of the entertainments tax 
and what methods of evasion are practised ? What steps 
would you fake to minimise evasion ? Should there be a 
restriction on the number or proportion of. compliment¬ 
ary tickets issued ? Should collection be morei generally 
by stamps'! 

It is of great importance to check evasion of the en¬ 
tertainments tax. The methods of evasion generally 
practised may be as follows: 

(1) Allowing persons to see the entertainments with¬ 
out tickets but under complimentary passes 
that may be issued without any restriction to 
the percentage of the total seats of a particular 
class or even without complimentary passes 
and thereby directly pocketing the money with¬ 
out issuing neqpssary tickets. 

(2) Allowing persons to sit in upper classes after 
taking cash money of the difference between 
the upper class and lower class tickets and 
thereby avoiding tax of higher class tickets and 
actually paying tax of lower class tickets. 

To minimise evasion, tax should be levied on all com¬ 
plimentary tickets also as it may not be possible to 
refuse to issue complimentary tickets at least to the 
extent of certain percentage of the total tickets. This is 
because the proprietors of entertainments have to issue 
certain complimentary tickets for one reason or another 
and it will be difficult to place a complete check on their 
discretionary powers for issuing complimentary tickets. 
It is also necssary to implement check by the District 
Magistrates asking his subordinate officres and officials 
to personally have a sudden check at the time when the 
shows are going on. Vigilence on the part of revenue 
officials would do a lot to minimise this evasion. 

Collection by stamps would not minimise the evasion 
because malpractices such as stated above are likely 
to continue in that case also. 

Question No. 175. 

Would you suggest the extension of the scope of ap¬ 
plication of the tax to any other organised and con¬ 
veniently taxable forms of entertainment not taxed 
at present ? Would you recommend the exclusion from 
the scope of the tax of any kind of entertainment which 
is taxed at present! 

We have no remarks to offer in this regard. 

TAX ON THE CONSUMPTION OR SALE OF 
ELECTRICITY 

Question No. 176. 

A tax on the consumption or sale of electricity is 
levied in several States in India. Do you consider that 
this is a suitable tax and may be adopted by other 

35 —2 T. E. Com. 


States'! Would you restrict it to consumers of energy for 
domestic purposes or would you extend it to sales for 
industrial uses also? 

The tax on the consumption or sale of electricity is 
not considered a suitable tax to be levied by all States. 
The resources of different States both in coal and water, 
are different and the sale cost of electric energy is not 
uniform all over the country. In Saurashtra, where 
only thermal power is generated and sale charges are 
already very high, such a tax does not seem at all 
feasible. 

Question No. 177- 

In respect of domestic purposes — 

(a) Should a distinction be drawn between the elec¬ 
trical energy consumed for lights and fans and 
the energy consumed for other domestic pur¬ 
poses (frigidaires, heaters, radios, etc.) ? On 
what principles would you determine the rates 
of duty? 

(b) what exemptions would you suggest and on 
what basis? Would you apply a lower rate of 
duty small consumers? 

With a view to popularise 'greater use of electricity 
for domestic purposes, it has been usual to charge lower 
rates for energy consumed in the use of domestic ap¬ 
pliances etc. such as heaters, ovens, frigidaires, etc. If 
a tax, separate from the charges for energy consumed 
is to be levied, no distinction need be made between 
the different types of uses. This would, however, apply, 
to places where the supply rates are comparatively 
lower. In Saurashtra at least, where the sale rates are 
very high on account of high generation costs, no addi¬ 
tional tax is deemed feasible. 

The following table shows the rates of supply of 
energy, by Government owned power-houses for domes¬ 
tic lighting etc.:— 

Rates per unit 


Domestic Religious Cinema Street 
Lighting places & Lights 
Hospitals Theatre 
etc. 


Rajkot 

o 

5 

6 

o 

5 

o 

o 

5 

o 

o 4 

o 

Junagadh . 

o 

6 

6 

o 

6 

6 

o 

6 

6 

° 5 

o 

Porbandar . . 

0 

6 

0 

0 

6 

o 

o 

4 

o 

o 4 

0 

Dhrangadhra 

o 

6 

0 

0 

4 

0 

0 

4 

o 

o 4 

o 

Mangrol 

o 

6 

6 

0 

5 

6 

0 

4 

o 

Rs. a 

per 










point ot 40 











watts. 


Gondal 

o 

6 

0 




0 

2 

0 

o 4 

0 







for Cinemas 









o 

4 

0 










for 

Then 










tres. 




Other eleven minor power 

0 

8 

0 

o 

6 

o 

0 

6 

0 

o 5 

0 

houses. 













Question No. 178. 

If you are in favour of a duty on energy used for 
industrial purposes, on what principles would you de¬ 
termine the rates of duty? What exemptions would you 
provide for and on what basis? 

In the present conditions, when our efforts are direc¬ 
ted towards greater development of industries, It is not 
desirable to levy any tax on energy used for industrial 
purposes. 

The following table shows the rates of supply of 
energy by Government owned power-houses for indus- 


trial motive power : — 

Rajkot . i to 5 B. H. P. for 

1 to 20 units 

Rates 
per unit 
030 

21 to 50 units 

029 

5 to 20 B. H. P. 

above 59 units 
i to 20 units 

023 

029 


21 to 50 units 

023 

20 to 50 B. H. P. 

above 50 units 

1 to 20 units 

020 

026 

Above 50 B. H. P. 

21 to 50 units 
. above 50 units 

1 to 20 units 

020 
0 1 9 

021 

21 to 50 units 
above 50 units 

0 1 10 
0 1 6 
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Junagadh 

i to 500 units 

501 to 2000 units 

2000 units and above 


.030 
.029 
. 026 

Porbandar 

1 to 5 B. H. P. 

5 to 15 B. H. P. 
above 15 B. H. P. . 


• 0 4 3 
. 042 

• 0 3 3 

Dhrangadhra . 

1 to 5 B. H. P. 

5 to 15 B. H. P. 
above 15 B. H. P. . 


.030 
. 026 

. 020 

Mangrol 

1 to 5 B. H. P. . 

5 to 10 B. H. P. 
above 10 B. H. P. . 


. 040 

.036 
. 020 

Gondal . 

. 

• 

.030 
per unit 

Other eleven power houses 

Question No. 179. 


. 040 

. per unit 


How would you modify your suggestions in reply to 
the foregoing questions if electrical energy — 


(i) is entirely supplied by Government undertak¬ 
ings in a State ? 

(ii) is supplied by Government undertakings in some 
areas of a State and private undertakings in 
other areas ? 

We do not advocate any tax on consumption of elec¬ 
tricity in case of either (i) or (ii) 

Question No. 180. 

What degree of uniformity as between different States 
would be desirable in regard to the levy of electricity 
dutyl How would you achieve it? 

In our opinion, the electricity tariff should be the 
main consideration for any taxation. So long as this 
tariff is not uniform all over the country, any taxation 
would further accentuate the difference. 


BETTING AND PRIZE COMPETITION TAXES 
Question No. 181. 

The betting tax is confined in practice to horse rac¬ 
ing. Have you any suggestions to make regarding the 
rates of betting tax, the manner of levy of the tax and 
the measures which may be adopted for minimising eva¬ 
sion of the tax ? 

Question No. 182. 

Do you consider it practicable to extend the betting 
tax to other forms of betting ? To which and howl 

No betting tax is levied in the State of Saurashtra 
and as such we have no comments to offer. 

Question No. 183. 

Have you any suggestions to make regarding the tax 
on prize competitions, e.g. on crossword puzzles ? To 
what extent is uniformity between States desirable in 
regard to rates etc. and what steps would you take to 
bring about such uniformity1 What suggestions can you 
make in regard to preventing evasion or avoidance of the 
taxi 

The State Government have enacted the Saurashtra 
Lotteries & Prize Competitions Control and Tax Act, 
1951 (Act No. XVI of 1951) on the lines of similar Bom¬ 
bay Act whereby all lotteries, subject to the provisions 
of this Act are declared unlawful. No licences have 
also yet been issued for any kind of prize competitions 
in this State. 

Uniformity in the levy of tax by different States on 
prize competitions is essential. This can be had by 
evolving a formula acceptable to all States whereby not 
only a uniform rate of tax is decided but maximum 
amount of prizes to be distributed, time limit of such 
prizes etc. should also be fixed. So long as this is 
not done, the proprietors of prize competitions would 
publish and issue the materials from the States where 
no restrictions would be operative. Genuine income of 
one State is thereby lost and unhealthy competition is 
encouraged. There should also be a ban on contributing 
and filling in entries of prize competitions up to a cer¬ 
tain amount only in one name. This would also avoid 
large scale gambling at times seen in various prize compe¬ 
titions. 







MEMORANDUM V 

Answers to Questions not dealt with in Memorandum IV 


General 

As the Commission is aware, the State of Saurashtra 
was form.ed as late as 1948 and the integration of State 
Finances with that of the rest of India was completed 
only in 1950. The State fell in line with the fiscal policy 
of the rest of India only after 1950 apd our experience 
cannot therefore be considered as adequate for making 
definite observations in regard to the Tax Policy on an 
all-India basis. It is, therefore, felt that no useful pur¬ 
pose will be served if the State Government attempted 
to answer in detail all the questions issued by the Taxa¬ 
tion Enquiry Commission. The State Government there¬ 
fore proposes to confine its observations to questions 
which have a definite bearing on some aspect of State- 
cum-local taxation supported by adequate factual infor¬ 
mation and experience gained by us during the last 
three years. The Commission has indicated part-wise 
the questions that would fall in the above category on 
page 3 of their supplement to the questionnaire to the 
State Governments. Answers given at the end of this 
Memorandum therefore relates to such questions only. 

2 . The following paragraphs embody the main consi¬ 
deration which the State Government would request 
the Taxation Enquiry Commission to bear in mind while 
framing their recommendations. We must repeat that 
our observations are based on very limited experience 
gained from circumstances peculiar to newly formed 
Part ‘B’ States and the tax ideals we have tried to in¬ 
terpret? in our taxation policy may, to a certain extent, 
be considered as measures to suit the special pressing 
demands of this State, arising out of the change over 
from feudal to a modern democratic economy. 

3. To understand the difficulties before the Govern¬ 
ment in endorsing or pursuing any absolute ideals or 
set theory of taxation, it is necessary to analyse the 
economic conditions under which the people lived in the 
regime of former States and the psychological and men¬ 
tal build-up of the people created by the fiscal policies 
pursued by the former States. 

4. As set out in our Memorandum I. the former States 
based their revenue policy keeping in view the consider¬ 
ation of past tradition, the upkeep of princely dignity 
and the expenditure on the person of the Ruler, the 
expenditure on modernisation of State capitals and the 
desire for building up certain revenue earning commer¬ 
cial, or industrial undertakings. The main sources of 
revenue were railways, ports, customs, and land re¬ 
venue. Except land revenue, the incidence did not fall 
substantially on the State population and consequently 
the level of taxation so far as state population was 
concerned, was comparatively low. The urban popu¬ 
lation and the private industrial undertakings enjoyed 
comparative immunity from Central and State taxes 
The industrial undertakings enjoyed monopolistic con¬ 
cessions and were free from the demands now made on 
them, say, on account of labour legislation. A feudal 
set-up by its very implication is a denial of local self 
governing institutions and consequently there was little 
or no incidence on this score. Also the functions of the 
local self governing institutions remained comparatively 
undischarged. The State population did not have to 
pay any Central tax. Simultaneously it is to be noted 
that the level of income was woefully low for major 
portion of the community, but to a certain extent this 
adverse factor was offset by the insulated economy which 
the States succeeded in building up and which protected 
the population from the full blast of inflationary pres¬ 
sure arising from war-time conditions. 


5. The psychological deep rooted aversion of the po¬ 
pulation to the introduction of direct as well as com¬ 
modity taxation can be understood only against the 
above back-ground. We believe that more or less 
similar conditions prevail in other Part ‘B’ States form¬ 
ed by a union of a number of former Indian States. 

6 . The fiscal policy of a Government is the direct 
result of its national aspiration and policies. In a 
federation of states, the state policies are indubitably 
linked with the Union Government policies, necessarily 
sharing the failures and successes of Central decisions. 
It is in this context and with the above object of re¬ 
establishing the overall economy round the natural 
pivot of agriculture that the Saurashtra Government 
policies have been directed to. The agriculturists and 
the rural masses underwent centuries of exploitation 
and their economy has only in recent years been revita¬ 
lised by increased state expenditure aimed at granting 
than direct and indirect benefits and at the same time 


scaling down the heavy imposts of the feudal land re¬ 
venue system. The State had also to devote its atten¬ 
tion to even out the lopsided development of the pre- 
integration period when expenditure policy was general¬ 
ly more to the advantage of the urban areas. 

7. The problem before Saurashtra, therefore, was to 
raise adequate finances either by taxation or by borrow¬ 
ings with a view to (1) set right and revive the rural 
agricultural economy; (2) to even out the lopsided de¬ 
velopments in the social service sector obtaining in 
different areas of the State; (3) to augment the real 
wages of the population by increased public amenities; 
(4) to prevent the disintegration of urbanisation arti¬ 
ficially created in the past regimes, by ensuring ade¬ 
quate trade facilities and fostering the growth of 
industries. 

8 . Theoretical consideration of a sound tax policy will 
enjoin that it should meet different criteria of (1) the 
primary purposes of productivity from the revenue point 
of view; (2) the capacity to pay taking into account the 
family circumstances as well as the welath i.e., ability 
must take account of the fall in the marginal significance 
of money as income rises so that even an equality sacri¬ 
fice v*>uld lead to progressive rather than proportional 
taxation, (3) the taxes should be universal, imposed 
without distinction between similarly placed individuals. 
Coupled with these canons and in relation to the vary¬ 
ing economic conditions the ideal tax policy will incor¬ 
porate elasticity, stability, adaptability, certainty and 
simplicity, The cost of collection i.e., the difference 
between the tax payer’s loss and the revenues’ gain 
will provide an important criterion for levying of any 
particular tax. In short, the tax ideals should be such 
as to be capable of serving the needs of providing re¬ 
venue for public wants, ensuring rational distribution¬ 
al effect on the different classes of payers and ascer¬ 
taining the most economical and effective methods of 
raising a given revenue. 

9- The tax system in India cannot be said to have 
undergone a systematic evolution. After independence 
the National Government was faced with extraordinary 
problems consequent upon the partition of the country 
and the sustained tense world situation. Simultaneous¬ 
ly, it was faced with acute food shortages and recurring 
famine and scarcity conditions in different parts of the 
country. The problems created by inflationary condi¬ 
tions had also to be properly solved. There was the 
huge war expenditure met by fiduciary currency backed 
by foreign assets instead of by internal borrowing, 
voluntary saving and taxation which resulted in larger 
increases in purchasing power and still .larger inflation¬ 
ary spiral. The industrial wage policies, coupled with 
the fact that vast numbers of individual artisans such 
as tentmakers, saddlers, upholsterers, tailors, shoemakers, 
carpenters etc., found continuous gainful employment, 
meant a large * redistribution of the created additional 
purchasing power. The result was that the hitherto 
less well-to-do sections found themselves in a position 
to spend more on consumer goods. Too much money 
chasing too few goods became the key note of the war¬ 
time and post war economy and the problem before the 
Government was to achieve surpluses in the budget in 
such a way as to curtail spending and create suitable in¬ 
centive for increasing production. The aim therefore 
was to so lay the tax burdens that they would be met 
by cutting down expenditure and not by saving less. The 
.Government also had to ensure that so far as was pos¬ 
sible the borrowings were made from genuine savings 
and not from inflated bank credit. 

10. It is significant to note that the fiscal and mone¬ 
tary policies followed by the National Government modi¬ 
fied from time to time and year to year as the occasion 
demanded, resulted in some increases in industrial pro¬ 
duction, though the agricultural production did not show 
any noteworthy progress. Only recently the agricultu¬ 
ral sector is also showing up. It cannot, however, be 
said that this alround increase in production, though an 
encouraging factor, denoted a steady trend and future 
years will demand a careful watch on the situation. But 
to the extent the Government taxation policies enabled 
a revival of industrial activity they should be consider¬ 
ed a success. 

11. The price level, however, continue to be a cause 
of worry. Government subsidies for lowering the food 
prices for consumers had to be curtailed to meet urgent 
demands on the revenues of the country for develop¬ 
mental purposes. The fall in prices is therefore attri¬ 
butable in main to the fall in the prices of industrial 
raw materials and the contraction of the profit margins 
of trade and industry. The reduction in profit mar gin 
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could, to a certain extent, be offset if economies of large 
scale production were to be available to our industrial 
units. These units, however, are not large enough and 
at the same time the National Government stands com¬ 
mitted to a policy of decentralisation with a view to 
provide large scale employment. The future prospects, 
therefore, will hinge on the reduction of production 
costs brought about by lowering of wages which is pos¬ 
sible only through lower cost of living indices. The 
tempo of agricultural production will have to be accela- 
rated in order to lower the prices of foodgrains and 
agricultural raw materials. 


12. This in turn would mean that the purchasing 
power diffused among the masses will have to be stay¬ 
ed and diverted to productive purposes by mobilising 
it in the form of state borrowings under the Small Sav¬ 
ings Schemes or by selective commodity taxation. 


13. The proportion between the direct and indirect 
taxes in the tax structure has always been debatable. 
It is held that reduction of inequality of income and 
wealth is best brought about by increased resort to 
direct taxation. It must, however, be remembered that 
the revenue needs of the country have to be satisfied. 
It may be possible to raise substantial revenue by direct 
taxes without undue adverse effects on the general eco¬ 
nomy of an industrially advanced country. But in 
India, where industrial development at a rising tempo 
is desired, high direct taxation will have the inevitable 
effect of retarding capital formation. As a matter of fact, 
only a year after the taxation proposals of 1947-48, the 
Union Government had to revise the measures as enun¬ 
ciated, as the level of taxation introduced in the Central 
Budget had seriously affected savings and investment. 
The recent legislation for the imposition of Estate duty 
is however indicative of the trend of thought pursued by 
the present Government. So far indirect taxation is 
concerned, their importance in the total tax revenue of 
the country has been increasing from year to year, and 
from forming about 50 p.c. of the total gross tax revenue 
1946-47 it has risen to about 70 p.c. in 1953-54. Generally 
larger amount of indirect taxation means heavier burdens 
on the ordinary man, as consumption taxes reach a wider 
section of the population over a considerable field. 
Coupled with this is the fact that most of the taxes in 
the State list are also indirect and have been increasing¬ 
ly resorted to in the interest of State revenue. It may 
he true that efforts at the Union Government level have 
been made to confine as large an incidence of indirect 
taxes as possible to luxury items or to export duties 
which do not affect the common man. Even the States 
have to the degree permissible to them under the rather 
too inelastic Sources of revenue, tried to minimise ,the 
imposts on the general run of the population. But the 
fact remains that on an average the level of taxation 
so far as the ordinary citizen is concerned is high when 
valued in terms of “sacrifice”. It has been stated that 
the total tax revenue in the country .forms only about 7 
p.c. of the national income. If anything, in the light 
of the very low per capita income, the present level of 
taxation does not leave much margin for any substan¬ 
tial increase in taxation. The scope for raising this level 
will be dependent on the success of the Five Year Plan 
in adding to the total national income of India. 


14. It therefore becomes important to see that the 
Plan is not allowed to languish for want of resources. 
In the words of the present Finance Minister “the edi¬ 
fice of our prosperity cannot be build on props of out¬ 
side assistance without sacrificing something vital in 
the nation’s spirit, but can be built enduringly only by 
the efforts of our people. If the budgetary burdens are 
sometimes found to be irksome, I trust, those who find 
it so in this house and outside will remember that we 
carry the burdens for ourselves and our children and 
for some one else”. (Budget Speech 23rd May 1952.) 
The pressure of the present level of taxation will have 
special repurcussions on the under-developed economies 
of the Part B States, such as Saurashtra, where apart 
from the monetary ability to pay, the newly formed 
Governments are confronted with uncultivated public - 
mentality and at times with raw sensitive psychological 
aversion to State taxes. We may here make a sugges¬ 
tion that, as the financing of the Plan has to proceed 
apace, it is for consideration whether it will not be 
desirable for the country temporarily to initiate a policy 
of granting fiscal privileges of exempting the interest 
on national debt from income-tax. This may be con¬ 
sidered unorthodox finance, but the method is likely 
to ensure large flow of investment in the public debt. 
Both the British and American State Governments 
have at times adopted this procedure. In as much as 
our total national debt comes to about 25 to 30% of the 
national income, financing of a revenue expenditure 
from borrowings for the transitional period may not 
involve positions of the comparatively backward states 
undue risk while at the same time it will be greatly 


facilitate the resource who have a large programme of 
making up back log and rectifying the neglect of cen¬ 
turies. 


15. In raising the resources for financing the 
Plan expenditure, the economy and rationalisation 
in administrative expenditure is often discussed. But 
the scope in this direction is limited for a variety of 
reasons and more .often than not, such savings as are 
effected are more than absorbed in the additions to de¬ 
velopmental expenditure. The psychological factors, 
ruling out higher.rates of taxation in States like Sau- 
rashtra, have already been indicated. The avenues of 
fresh taxation in the State list are conspicuous by their 
limited scope and extent, resulting in a virtual absence 
of fresh sources. So far as the development of non-tax 
revenues is concerned, the scope in Saurashtra in the 
light of experience gained is limited. We feel that the 
experience in regard to increasing non-tax revenue by 
way of State undertakings, commercial and industrial 
with the exeception of the State Transport, has not met 
with any marked degree of success in other States also. 
The Rajasthan Government derives substantial revenues 
from the State owned mines, but nationalisation of min¬ 
ing on a countrywide scale is a problem frought -with 
difficulties. 


Incidence of Taxation 

16. The burden of the ^present tax system cannot be 
said to be fairly and equitably distributed either among 
the various classes of people or among different states. 
The main reasons for disparity are the lack of unifor¬ 
mity of rates of various taxes in the states, the differ¬ 
ent stages and types of exemptions and the ' different 
stages of economic development of the community in 
the various states. The fact that the rates of Central 
Taxes are uniform for the whole country and apply 
equally whereas the stage and rate of economic deve¬ 
lopment of the States is not uniform is also a contribu¬ 
tory factor. The incidence of taxes on income by‘the 
very nature of the tax will be more or less fairly and 
equitably distributed, if the lower income brackets take 
full advantage of the refund provisions in respect of 
their investments in joint stock concerns etc. The Cen¬ 
tral levy of commodity taxes however, will follow con¬ 
sumption and the incidence will therefore depend on the 
living habits of the people in different areas. The per 
capita incidence of State taxation as computed from 
State Budgets ranges from Rs. 13 ■ 3 in Bombay to 
Rs. 4-4 in Orissa for . the year 1952-53. In’judging the 
comparative incidence on State population hqweyer, 
allowances will have to be made for the’ facts that in case 
of the States which have been receiving revenue gap 
grants, the per capita tax revenue computed on the 
basis of budget classification will not include their share 
of divisible pool of taxes and to that extent their per 
capita tax revenue would appear to be less. Again in 
case of some States e.g. Hyderabad the tax revenue 
would include export duties, the incidence of which, does 
not affect the state population. The fact whether the 
state has introduced prohibition partially or fully vyjll 
be a material factor. After making all these allowances, 
the per capita incidence will still show wide disparity. 
Again in Saurashtra for example, where land revenue 
on an average forms about 65 %' of the total tax reve¬ 
nue, the low receipts consequent upon failure of mon¬ 
soons will lower the per capita incidence of tax reve- 
venue in a particular year, but the severity of the tax 
burden may not and will not have been lessened. As 
between one class and another, the preponderance of 
indirect taxation in the total tax structure naturally 
burdens more heavily the less well-to-do sections of the 
society. In the sphere of local taxation also the chang¬ 
ing of importance of different town-ships and localities 
will have important bearings. Local prosperity is' part¬ 
ly a matter of an entire region getting richer or poorer 
together or partaking as a whole in a, business boom 
or recession. Partly the local wealth depends on the 
decay or rise of a township whose trend need not 
necessarily follow the regional trend. Quite a few town¬ 
ships in Saurashtra fall under the latter category. 


17. In- reading incidence of taxation statewise it may 
perhaps be felt at first glance that the scope for addi¬ 
tional taxation in states like Saurashtra has not been 
fully utilised. This is not however correct. The State 
people have recently undergone the impact of a poli¬ 
tical and a financial integration. Immediately after, the 
formation of the state, the Government embarked on a 
policy of shifting and rationalising the tax burdens in 
the State and financial integration with the Union. Gov¬ 
ernment suddenly and completely exposed the mercan¬ 
tile and industrial sectors to the imposts of the Central 
taxation. We have attempted below a rough com¬ 
putation of the shift in tax burden between the rural 
and urban population which is vivjdly illustrative. 



Tax Revenue 



Before 

Integration 

After Integration 

Average 

over 

1944-45- 

46-47 

Popu- Per 
lation Capita 
- 1941 - 

Si 

(Mean) 

53-54 Popu- Per 
ladon Capita 
1951 

Rural 






Land Revenue , 

316-00 

... 


278 -93 


Forest . 

6 -06 



4-15 


Lagas, Letries etc. 
Revenue receipts 
of Bhayati and 
Barkhali and other 
alienated lands . 

25 *oo 

150 -oo 





Other taxes and 
duties (including 
Sales Tax.) 

•• 

... 

... 

15*00 

... 

Federal Taxes (In¬ 
come tax, central 
excise etc) 




20*00 



497 -06 a6 -49 

18- 7 

318 -08 27 -58 

n -5 

Urban 






Other taxes and 
duties (including 
Sales Tax). 

36-49 


, 

70-31 — 


Stamps 

9-42 

... 

... 

21-51 

... 

Registration . 

... 

... 

... 

8-03 


M. V. Acts— 
(Receipts) 

Federal taxes (In¬ 
come tax, corpora- 
ration tax, central 
excise). . . 

*" 

*** 


I4*II 

110*00 ... 
Approx. 



45 ' 9 1 

12 'OO 

3-8 

223-9613-79 

16 -2 

General 






State excise . 

23 -82 

• 

- 

.. 9-28 

... ' 

Land Customs (In- 
ter-Statal between 
Covenanting Sta¬ 
tes) . . . 

4 ° -75 





64-57 38-49 

i *6 

9 -28 41 -37 

: 2 4 


• “It will be seen from this table that in the pre-integra¬ 
tion period the rural population was taxed to the extent 
of Rs. 18 7 plus Rs. 1-6 i.e., Rs. 20:3 in all per capita 
against a meagre urban per capita tax of Rs. 5-4 (3-8 
plus 1 • 6). It should be remembered that the land that 
the cultivator in Saurashtra hoes is below average or 
normal, and that too till yesterday he was not the mas¬ 
ter thereof; that in most of the cases he was a tenant- 
at-will almost serf in a number of cases. Over and above 
the exactions of revenue, he was subject to all kinds 
of servitude in the form of forced labour and there was 
the moneylender also, there being no debt legislation 
to afford him relief. It is true that the land reform 
measures have been initiated to relieve the rural popu¬ 
lation of their heart-rending tale. One may assume from 
this relief measure that there is a margin which can be 
covered by expansion of tax revenue. The fact remains 
that he is still perhaps one of the most highly taxed 
individuals in the whole of India, still in a stage of 
economic convalascence and needs time to revitalise 
and rebuild his economy; he is still to recover from the 
effects of two famines which have visited this State 
since integration and which have weakened the rural 
economy still further.” 

“The table of incidence of taxation affords interesting 
data in regard to the urban population. True it is that in 
the times of the former States, the urban population en¬ 
joyed comparative immunity from taxation, the per 
capita tax burden being only of the order of Rs. 5 - 4 
as against Rs. 20:3 of the rural population. With the 
formation of Saurashtra, however, a modern tax struc¬ 
ture is being slowly built up effecting rational readjust¬ 
ments in the burden. This will be evident from the 
fact that in 1953-54 in the provincial sector alone, the 
burden of taxation on the urban population has increas¬ 
ed from Rs. 3 • 8 to Rs. 7. This by itself may not seem 
adequate, but it should be remembered that the urban 


population, who had enjoyed a fair measure of immu¬ 
nity at the hands of the princes, are now being subject 
to federal taxes also. It is our belief that the taxes on 
income in main fall on the urban population and the 
incidence works out to an additional Rs. 8 - 5 over and 
above the provincial taxes. This means that there is a 
rise of about 300% in the case of the urban population 
in comparison with the pre-integration period.” [Ex¬ 
tract from the Memorandum submitted by -the Govern¬ 
ment of Saurashtra to the Part B States (Special Assis¬ 
tance) Enquiry Conimittee.] 

18. Che questions to which the commission has parti¬ 
cularly desired answers from the state government are 
dealt with in the following pages. 

Question No. 8. 

Do you agree with the view that receipts from parti¬ 
cular taxes should not, as a rule, be funded or ear¬ 
marked for specific purposes? 

Yes. Generally receipts from particular taxes should 
not be funded or ear-marked for specific purposes be¬ 
cause especially during the period of the Plan, any pur¬ 
pose which is sufficiently useful is likely to get funds 
voted from general revenues. No taxes or specific 
sources of revenue have been ear-marked for particular 
purposes in the State Budgets so. far. 

Question No. 9. 

Do you think that it is desirable, under certain condi¬ 
tions, to levy cesses for special purposes ? 

In some cases, it may be useful to levy cesses for 
special purposes. A good point in favour of levying a cess 
for a special purpose is that tax-payers would know that 
the yields are to be used for specific purposes. How¬ 
ever, in levying cesses, the effects of such levy on the 
production has to be carefully studied. Again, unless 
the particular purpose for which the cess is levied pro¬ 
vides adequate socio-economic justification, a cess for 
such a purpose may rouse general resentment and de¬ 
feat its purpose. 

Question No. 10. 

State undertakings, commercial, industrial, etc., are 
coming to play an increasingly important part in the eco¬ 
nomy of the country. Have you, from the point of view 
of their significance as a source of revenue, actual or 
potential any comments or suggestions to make on 
matters such as the further extension of state under¬ 
takings and their policies in regard to pricing, in so far 
as these may be relevant to tax policy'! 

The national Government has accepted a policy of a 
mixed economy and the spheres in which state-under¬ 
takings will dominate has been defined more or less 
clearly at least for the immediate future. From the 
experience gained so far however, it is debatable 
whether. State undertakings as potential sources of re¬ 
venue will grow in importance to any appreciable ex¬ 
tent except in cases such as State Transport, Mining or 
Plantation Industries and even here, the gain to the pub¬ 
lic exchequer is likely to be at the general cost of pub¬ 
lic employment as has been evidenced.in cases of road 
transport in recent years. The directive of the Plan¬ 
ning Commission to stay further nationalisation of road 
transport in interest of employment situation is signifi¬ 
cant. Again State undertakings the world over, some¬ 
how have not been able to achieve standards of effi¬ 
ciency reached by private enterprise. In a manner of 
speaking therefore, State undertakings involve avoid¬ 
able economic waste a point of no small importance in a 
developing economy. So far as the key industries are 
concerned, they are essential for the very purposes of 
development and will require to be state controlled. 
They will be helpful in regularising the primary basic 
industrial raw material prices but their contribution to 
State Revenues cannot be expected to be large. 

The net surpluses earned by the State undertakings 
should in the first instance contribute to the General 
Revenues of the State atleast .to the extent of giving a 
reasonable return on capital invested. If after making 
this allocation, any further surpluses is available, it 
may be partly carried to the general revenues and partly 
funded for reinvestment in the undertaking concerned. 
If and when the desirable limits of expansion of any 
undertaking are reached, the total net surpluses should 
accrue to general revenues of the state. 

Question No. 11. 

Would you Suggest that the net surplus earned by 
State undertaking should accrue to general revenues or 
be carried to a fund for financing projects of develop¬ 
ment or be reinvested in the undertaking concerned'! 

Please see our reply to question No. 10. 




Question No. 12. 

In examining the incidence of taxation on various 
classes of people, which of the following factors, singly 
or in combination would you suggest as the basis 0 / 
differentiation : 

(a) Income, 

(b) Occupation, 

(c) Rural or urban residence'! 

Is there any other basis which may be considered? 

Real wages will be the ideal factor for examining in¬ 
cidence of taxation. The studies should be conducted on 
the basis of the income groups and regional conditions. 
Occupation cannot be considered as the main factor, 
though it is generally taken into account in studying 
the incidence among different classes of persons under¬ 
taking different occupations or occupations of rural or 
of urban nature. 


The factors of residence whether urban or rural thus 
assumes importance in assessing the incidence of taxa¬ 
tion on different classes of people. It is the policy at 
present to see that rural areas are nrft heavily burdened 
and rural economy is not discouraged because large- 
scale economic activity does take place in these areas 
where also the consumption level is very low. This is 
particularly true of backward areas like Saurashtra 
where, for centuries past, the agriculturist and the rural 
masses have been heavily exploited in the feudal condi¬ 
tions obtaining prior to independence. It is therefore 
important to see that the incidence of tax revenue does 
not fall very heavily on rural areas. Assessment of 
real wages, however, may not be readily possible and 
therefore the net monetary income, being a common de¬ 
nominator for all factors, may be taken as a criterion 
for incidence studies. The other two factors are impor¬ 
tant for studying the burden on particular occupations 
or localities. 

Question No. 13. 

Do you think that the burden of the present tax sys¬ 
tem — central, State and Local—is fairly distributed 
among — 

(a) various classes of people ? 

(b) different States ? 

It is not fairly distributed among various classes of 
people or among different States. We request attention 
of the Commission to the portion relating to “Incidence 
of Taxation” in our covering note. 


Question No. 14. 

Have shifts in the distribution of income in the com¬ 
munity in recent years altered the relative incidence of 
taxation on various classes of people ? If, so to what 
extent ? 

Shifts in distribution of income have occurred in the 
post-war years and purchasing power has been diffused 
in the masses and till recently was on the increase. 
Simultaneously, there has been shift in the State and 
Central Budgets in favour of increasing indirect taxa¬ 
tion. The fixed income groups of the middle-class 
society have, therefore, been called upon to shoulder 
heavier burdens and in their case the incidence may 
have risen comparatively heavily. In case of the lower 
income groups also the incidence, mainly because of the 
preponderence of indirect taxes, appears to be rising. 


Question No. 15. 

Do you think that the cost of compliance with tax re¬ 
gulations adds materially to the burden of taxation ? If 
so, in respect of what taxes? Please give details. 

In case of taxes collected at sources, there is no mate¬ 
rial addition to the burden in complying with the tax 
regulations as also in case of export-import duties. In 
the matter of other indirect taxes e.g., sales tax, in order 
to ascertain the admissibility of exemptions claimed as 
also with a view to minimise tax evasion, it becomes 
necessary to prescribe various schedules and proformas 
and to enact various bye laws, rules and regulations. 
Compliance with all these formalities does involve some 
additional costs to the merchant, but unless a sellers’ 
market prevails, the entire burden may not be passed 
on to the ultimate tax payer. In case of direct taxes 
such as income tax and corporation tax, the complexi¬ 
ties mainly concern the higher income groups and though 
they may have to resort to expert assistance at some 
cost, the relative burden cannot be deemed excessive. 
It would however be desirable to simplify the proce¬ 
dures and reduce to the minimum this extra cost. 


Question No. 16. 

Do the benefits accruing from public expenditure have 
a bearing on a consideration of the burden of taxation? 
If so, how would you take this into account in consider¬ 
ing the burden of Indian taxation? 

It cannot be said that those who bear the burden of 
taxation get benefits accruing from public expenditure 
to the same extent as they pay taxes. There cannot be 
any quid pro quo in a tax. As we. argue that payment 
of a tax may be a burden to the tax-payer in the sense 
that he feels the burden of it, in the same way, we have 
to note that Government spends money to satisfy col¬ 
lective wants and for development of underdeveloped 
sectors of economy. 

If money is spent on services, people are employed. If 
money is spent on goods, producers get a market. Gov¬ 
ernment expenditure is a very powerful factor in mould¬ 
ing the economic and social life of a country. If money is 
spent on social services, a large mass of people are 
benefitted. 


While considering the burden of Indian taxation, we 
must take account of the fact that the greater part of 
public ependiture in incurred for improving rural areas 
and for improving agricultural productivity. Similarly, 
large amount of public money is spent to develop roads, 
railways, motor transport, cheap electric power and 
social services. 


Question No. 18 . 

What role would you assign to taxation vis-a-vis 
various types of borrowing in finding the additional re¬ 
sources required for the development programme of the 
country? 

In as much as additional revenue from increased taxa¬ 
tion does not hold forth appreciable prospects, the 
financing of the development programme will necessi¬ 
tate larger dependence on borrowings and conflicting 
claims of the needs of capital formation in the private 
sector and the state needs for development projects will 
have to be constantly kept in view in the future taxation 
and borrowing policy. In order to attract larger invest¬ 
ments in public borrowings especially from the higher 
income groups, it is worth considering whether as a 
transitional, though unorthodox procedure, income from 
interest on national debt, should be exempted from taxes 
on income. The capital requirements of trade and in¬ 
dustry could be arranged to be met by suitable modifi¬ 
cations of the monetary policies. 

Though not directly relating to the rate of taxation 
vis-a-vis borrowings, the possibility of increased yields 
from the Small Savings Schemes needs to be examined. 

Question No. 19 . 

In maximising the resources required for the finan¬ 
cing of development, what degree of importance would 
you assign to :— 

(a) economy and rationalisation in expenditure, 

(b) prevention of tax avoidance and tax evasion, 

(c) higher rates of existing taxes, 

(d) fresh taxes, 

(e) development of non-tax revenues ? 

Attention is requested to our covering note wherein 
we have dealt with the issues arising in this connection. 

Question No. 34 . 

Article 269 of the Constitution enumerates the follow¬ 
ing taxes which may be levied and collected by the 
Union but the proceeds of which are to be assigned to 
the States: 

(a) duties in respect of succession to property other 
than agricultural land; 

(b) estate duty in respect of property other than 
agricultural land; 

(c) terminal taxes on goods or passengers carried by 
railway, sea or air; 

(d) taxes on railway- fares and freights; 

(e) taxes other than stamp duties on transactions in 
stock exchanges and future markets; 

(f) taxes on the sale or purchase of newspapers and 
on advertisements published therein. 

How do you assess the possibilities of adding to the 
country's tax resources in respect of the above items? 



(a) The estate duty has recently been enacted and it 
will take some time before the people are used to it. 
The introduction of succession duties at present, will 
not, therefore, be timely, even though it offers a good 
source of income and a good opportunity for removing 
inequality of wealth among the various classes of the 
people. 

(b) The estate duty has created good scope for addi¬ 
tional income. The yields however, will depend upon 
the behaviour of the people to abide by the rules, be¬ 
cause the practice of giving away major portions of 
the 'estate by gift during the life time is likely to in¬ 
crease. As against this an indirect benefit will also 
result because the estate duties discourage hoardings 
and savings incentive and the economic activities wul 
get a further support to the extent of the rate in¬ 
crease is spending, and the yields from commodity 
taxes may to that extent be benefitted. 

(c) Terminal taxes generally lead to increase in the 
prices of goods and if such goods are raw materials cost 
of production increases which would discourage produc¬ 
tion. Such taxes are considered regressive in nature 
and we do not advocate its levy. 

(d) Taxes on railway fares and freights have their 
limitations. In ease of railway fares, the limit seems 
to have been reached when considered in context of 
present day economic conditions. The railway earn¬ 
ings from this source show marked decline for 1952-53, 
and the tendency would seem to indicate the future 
trend. fThe industries today, are faced with the problem 
of maintaining production in face of a hard core in 
their cast structures and falling demand due to a com¬ 
parative rigidity of selling prices. Additional taxes on 
freights would add to the costs of productions and migh 
jeopardize our industrial development. ■ As a matter of 
fact industrial units in states such as Saurashtra are in 
need of some relief in the matter of freights of coal etc. 
to continue their working in the interest of production 
and employment. 

(e) Transactions in stock exchanges and future mar¬ 
kets would be good source of revenue. They will not 
only yield revenue but will also be a regulatory force. 

(f) Sale and purchase of newspapers may not be 
brought under taxation. A tax on advertisements may 
however be feasible. 


Question No. 35. 

Other possible ways of adding to tax receipts which 
have been suggested- are taxes on capital re-introduction 
of the salt duty, surcharges and land revenue, better¬ 
ment levies, agricultural income-tax, social security 
taxes and modification of the policy of prohibition hav¬ 
ing regard to the directive principles of the Constitu¬ 
tion. What are your views regarding the desirability 
and the probable scope of each of these forms of 
taxation? 


Tares on Capital.—If taxes on capital are levied, 
there will be less incentive to save i.e., capital formation 
will be adversely affected. However great may be the 
need of lessening the inequality of income and wealth, if 
private enterprise is to be allowed to function and to 
function efficiently. Excessixe taxes on capital are not 
desirable. 


Re-introduction cf -the salt duty. —It was after a long 
fight by the nation that the tax on salt had been abolish- 
ed. It was contended that the salt should be permitted 
to be collected by any one who can have lawful access 
to the land where salt can be had and on this account 
soon after freedom was attained. Government of India 
issued a Press-note, date 23rd April 1948, to that effect 
that any one having lawful access to salt manufacturing 
land can manufacture salt within the area of 10 acres 
and can sell or dispose it off in the way he likes. Again 
salt is an essential item of daily necessity like food 
grains and as such we do not advocate re-introduction 
of salt duty. r 

Surcharges on land revenue. —This is quite a good 
method of raising additional revenue where land reve¬ 
nue assessments are comparatively low. In such cases, 
since land revenue was fixed, prices of agricultural pro¬ 
ducts have increased by 300 to 400%. It may be ad¬ 
mitted that cost of cultivation also has gone up and that 
the average farmer does not have a large surplus of 
produce to sell. These arguments will have all the 
more force in States like Saurashtra, where revenue 
assessments are extremely high and where the produc- 
tivity d! the land has been on a decline. The surplus 
with the agriculturist may not be as great as some 
people expect, but it has to be admitted that a surcharge 
on land revenue to the extent of 25% may be possible 
in case of some States. 


Betterment levies. —Th question of betterment levies 
is discussed in answering question Nos. 155, 156 & 157. 

Agricultural income tax. —-This issue has been discus¬ 
sed in our replies to questions Nos. 139, 140 & 141. 

Social security taxes. —Social security taxes are 
possible only in a well developed economy. In an under 
developed economy like ours, where social security 
benefits are extremely limited, the desirability and the 
scope of such taxes is debatable. 

Modification of the policy of prohibition having regard 
to the directive principles of the Constitution. —Prohibi¬ 
tion has been introduced in many states as a matter of 
creed and in pursuance of the directive principles of 
our constitution. Bombay has introduced complete pro¬ 
hibition, while Madras has introduced prohibition in 
some districts only. Some States have not introduced 
prohibition at all as yet. In Saurashtra. we have com¬ 
plete prohibition which was achieved successful results 
also. 

The probable large revenues consequent on relaxation 
of the prohibition policy have induced certain quarters 
to investigate into the desirability of doing. The recent 
surveys in the areas where total or partial prohibition 
has been operative have brought out very clearly that 
the lower strata of the masses, and the industrial labour 
have derived considerable direct as well as indirect 
benefits.. The loss to the exchequer therefore will have 
to be weighed against the total social good that the 
policy brings into its wake. If purely for monetary con¬ 
sideration a reversal is to be effected, it will be a retro- 
gade step, the countrywide psychological repercussions of 
which might make the achievement of the ideal set up 
by our Constitution almost an impossibility. It might 
lead to great increase in anti-social activities also in the 
areas where modification of this policy is made. 

Question No. 36. 

Do you consider it desirable and feasible to leave a 
tax on unearned increments in value of land and other 
property as a result of public projects of development? 

So far as the unearned increments in the value of agri¬ 
cultural lands resulting from new irrigation projects is 
concerned, a part of the increase in value would be ab¬ 
sorbed by betterment levy which would also take ac¬ 
count of the annual unearned increments. Additional 
tax or cess is therefore not advocated. 

As regards urban properties value of which may ap¬ 
preciate as the result of development projects, a tax on 
such increment may be desirable. 

Question No. 37. 

What measures would you suggest for increasing the 
receipts from existing sources of revenue? 

Reports of the Income Tax Investigating Commission 
show how the habit of tax evasion in case of income 
tax is very common with a large number of assesses in 
India. 

Tax evasion, in varying degrees, exists in all countries 
because payment of a tax is considered to be onerous 
by people. In case of indirect taxes not collected at 
source, the evasion assumes the form of retention of the 
taxes by the collecting agency e.g. merchants, and non- 
transferrance of proceeds to the state treasury. The 
increased efficiency of the tax collection machinery is 
likely to increase the receipts. The tendency to evade 
taxes can, to a certain extent, be attributed to the lack 
of proper development of civic consciousness and citizen¬ 
ship. This could partly be rectified by prescribing de¬ 
terrent punishment on people convicted of being guilty 
of tax evasion. In main, however, the stress should be 
on cultivating public opinion by adequate propaganda 
fully explaining the implication behind the tax policy, 
and appealing to their patriotic ardour. 

It may also pay to examine the existing rate struc¬ 
ture of taxes with a view to rationalisation and marginal 
adjustments. This, however, is not likely to yield subs¬ 
tantial increases directly but may lead to increased ad¬ 
ministrative efficiency, and will check tendency on part 
of tax payers to seek avoidance under alternative classi¬ 
fication etc;. Also, wherever possible, the procedure 
and mode of assessment and collection may be simpli¬ 
fied. 


Question No. 38. 

What other new sources of taxation can you recom¬ 
mend? 

This issue is covered in our general note-Memoran- 
dum I. 
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Question No. 52. 

What modification would not suggest in the definition’ 
of “agricultural income’’ [section 2(1)] to avoid the con¬ 
tingency of the same income being taxed by the Central 
Government as well as the State Governments, e.g. in 
respect of income from forests, dividends from agri¬ 
cultural companies, etc ? 

The State Government does not consider it either 
feasible or desirable at the present juncture to levy 
agricultural income-tax. There are practically no pri¬ 
vately owned forests of any significance while planta¬ 
tions of manufacturing-cum-agricultural nature owned 
and operated by agricultural joint stock companies etc. 
are also non-existant in the state. In light of these 
circumstances, the State Government has no particular 
suggestion to make regarding the change in the defini¬ 
tion of agricultural income [section 2(1) of Indian In¬ 
come-tax Act]. 

Question No. 53. 

Are you in favour of integrating agricultural income 
with non-agricultural income for rate purposes'! If so, 
which of the following methods would you advocate: 

(i) Aggregation of agricultural and non-agricultural 
incomes only under the State Acts; 

( ii ) Aggregation of agricultural and non-agricultu¬ 
ral incomes only under the Central Act; 

(Hi) Aggregation of agricultural and non-agricultu- 
tural incomes both under the State and the Cen¬ 
tral Acts ? ‘ 

Please discuss the administrative, constitutional and 
other problems that are likely to arise if any of. the 
above alternatives is adopted. 

In view of the present underdeveloped condition of 
agriculture in Saurashtra, we do not advocate integrat¬ 
ing of agricultural income with non-agricultural income 
for any rate purposes. 

Question No. 54. 

Would you recommend the abolition, by a suitable 
amendment of the Constitution, of the distinction bet¬ 
ween agricultural and non-agricultural incomes and the 
taxation of both types of income, aggregately under a 
Central Act? 

This does not arise in view of our reply to Question 
No. 53. 


Question No. 56. 

Do you think the present provisions regarding exemp¬ 
tion of charitable and religious trusts need any modifi¬ 
cation'! If so, in what respects'! 

The exemption should continue and a liberal interpre¬ 
tation put on the terms and conditions of exemption, so 
that a large number of non-profit making institutions, 
societies, associations, etc. which are at present not 
covered may be included. 

Question No. 57. 

(t) Should the business profits of co-operative enter¬ 
prises, which are now exempt, be charged to income- 
tax and super-tax'! If so, should co-operative societies 
be treated as companies or should a lighter levy be 
imposed ? In case the exemption is continued, should it 
be restricted to certain categories of co-operative enter¬ 
prises? 

(ii) Do you agree with the view that the income de¬ 
rived by co-operative housing societies by way of rent 
should not be treated as income from property assess¬ 
able to income-tax? Would you, in this respect, differen¬ 
tiate between tenant co-partnership housing societies 
and other types of housing societies? 

(iii) It has been suggested that there are divergent 
decisions by different Income-tax authorities in respect 
of assessment of income of co-operative societies from 


sources other than business, if this is so, please indi¬ 
cate such decisions and the measures you would suggest 
to secure uniformity in assessment. 

In view of the fact that the co-operative movement 
in our country has not even reached adolescence, the 
exemption on all co-operative enterprises irrespective of 
the functions, services rendered and profits earned, 
should be continued. As regards housing co-operatives, 
also, in view of encouraging building activities to pro¬ 
vide increasing avenues of employment and to improve 
and increase housing facilities, it will be desirable > not 
to differentiate between tenant co-partnership housing 
societies and other types of housing societies. 

Question No. 80. 

Would you advocate different rates for different types 
of corporate enterprises, e.g .— 

(i) small industries; 

(ii) cottage industries; 

(iii) private limited companies or what may be ter¬ 
med proprietary companies; 

(iv) holding companies? 

No. Differential rates' will only add to the adminis¬ 
trative difficulties. The recent concessions granted to 
holding companies may however continue as an incentive 
to capital formation, and may be extended to specific 
small and cottage industries. 

Question No. 101. 

What are your main reaction to the Estate Duty Bill 
at present before Parliament? 

Question No. t02. 

102. Would you in the matter of rates of levy differen¬ 
tiate between self-acquired property forming the es¬ 
tate of a deceased and property inherited by him? 

Death Duties are an integral part of the Government 
Budget in most of the modern countries of the world. 
It is an important source of income to the Government 
in the nature of a direct tax and can contribute subs¬ 
tantially to the tax ideals of re-distribution of income 
equitably. The Union Parliament has only recently 
enacted a legislation in this behalf after prolonged de¬ 
liberations and ti will be well to watch its working in 
practice before modifications could be suggested. The 
present legislation does not differentiate between self 
acquired and inherited properties apd thus to a certain 
extent distracts from the virtues' of personal efforts and 
enterprise. The difficulties of the tenability of such dis¬ 
tinctions in case of agricultural land and properties will 
of course have to be met if different rates of duty are 
to be prescribed. The issue however needs to be 
thoroughly investigated. 

Question No. 137. 

Do you visualise any scope for extension of the field 
of commodity taxation as a result of the implementation 
of the Five Year Plan? 

If the targets of production fixed under the Five Year 
Plan are achieved, without being disturbed by extra¬ 
neous factors and if the standard of living as also the 
purchasing powers of the community is raised to some 
extent as a result of implementation of Five Year PJan, 
there may be some scope for extension of the field of 
commodity taxation. 

Question No. 138. 

What “luxury” articles, if any, would you suggest on 
which commodity taxes in 'any of the various forms 
might be levied at specially high rates? 

Commodity taxes of any of the various forms might 
be levied at specially high rates on those types of luxury 
articles which are of such a costly nature as can be 
afforded only by the persons possessing high purchasing 
power and the corresponding capacity to bear the tax. 
These articles should include Motor Cars, Refrigerators 
and air-conditioning plants', Diamonds and Precious 
stones, Radiograms, cosmetics and such other articles. 



MEMORANDUM VI 

General Observation 


Objectives 

1. The principal object of a sound tax policy, in our 
opinion, would be to provide funds to meet the current 
as well as the development expenditure of the State, 
so as to enable the State to achieve the goals set before 
itself under the Constitution. The additional objectives 
that the tax policy should achieve will be to reduce in¬ 
equalities in the distribution of income and wealth in 
society, to provide incentives to greater efforts at increas¬ 
ed production, and to encourage and instill a sense of 
thrift that might result in savings which could be 
mobilised for investment, etc., etc. 

2. Any State policy should, in our opinion, have 
a positive approach. An indirect approach through taxa¬ 
tion policy or otherwise will not probably further the 
broad principles of the State policy itself. It will, in 
addition, be open to a charge, perhaps justifiably, that 
the policy has not the enlightened support of public 
opinion and this might weaken its implementation. It 
is in the general interest that policies should be stated 
forthright and should undergo all the tests necessary for 
the acceptance thereof by a substantial majority of the 
people as is inevitable in a democratic framework. 

3. In cyclical economic conditions, tax policy can 
also be useful in countering inflationary and deflationary 
forces. However, in furthering the principal objective 
of ensuring adequate revenues, any undue emphasis on 
any of the subsidiary objectives is likely to result in 
confusion of economic thought and may upset the 
primary producer, the manufacturer and the genuine 
investor. 

4. In considering the objectives of the tax policy it 
is necessary to bear in mind that some psychological and 
other adjustments are necessary before anything approxi¬ 
mating the ideal tax structure can be achieved in a 
country where ideas about modem economic organisa¬ 
tions are in a formative stage. The adjustments will have 
to be conditioned by the relative importance which the 
State attaches to a particular economic current at a 
particular time. Such adjustments will also have to be 
so devised as will smoothen the path of the administra¬ 
tion called upon to enforce the new economic policy. 
How fast and how far the Government can go ahead 
with the switch-over at a particular given moment Will 
also be a question of values, subject to the general 
premise that the taxation policy alone is not the means 
to bring about a major change in social order.. 

5. We are clear that the channel of public expendi¬ 
ture and the overall social and economic policies of the 
State in fixing the national priorities and not the tax 
system by itself should be utilised to achieve the desired 
change in the’ social and economic structure. We are also 
clear in our mind that the adjustments that may have 
to be made should not be in the nature of a regressive 
tax policy. Democratic framework cannot be sustained 
unless certain basic equalities in standard of living, 
wealth and wages are secured and unless the people feel 
that they are afforded an equality of opportunities. A 
progressive type of taxation, therefore, which takes into 
account ability to pay, will have to be aimed at and 
evolved and the question of income and wealth as obtain¬ 
ing at present will have to be examined in that light. 


Resources, 

6 . In a country like India, the real potential consists 
in its man-power which needs to be utilised fully. It 
will also be a matter for consideration how far it will 
be possible to utilise the idle working fbrce for produc¬ 
tive purposes by providing incentives of proportionate 
Government contributions in the form of grants, loans 
and subsidies. The incentives to work as understood in 
economic terminology, should at the same time, be 
tagged on to incentives to save and invest. 

7. In a country with small incomes, taxes may not 
yield adequate revenues. Excepting for certain selective 
commodity taxation and property taxes in the sphere 
of local taxation, the scope for additional tax revenues 
is strictly limited. A persistent demand for relief in 
taxation is also being made. It is suggested that certain 
forms of taxes are working as disincentives to further 
enterprise. In our opinion this may be true in an ex¬ 
tremely limited sense. There may be a very limited 
justification for some relief. But the country is already 
committed to a very elaborate programme of develop¬ 
ment in the public sector and any major tax concessions 
leading to a fall in revenue will adversely affect its 
execution. It may also be remembered that any reduction 


in public expenditure though forming only about 7% 
of the national income, will dampen public enthusiasm. 
This will of course, not preclude permissible adminis¬ 
trative economies. 

8 . Other types of concessions are also urged by different 
sectors. Tax concessions of a somewhat protective nature 
for the weaker sections of the economy, e.g., cottage, 
village and small scale industries are being advocated. 
Though this may not result in much loss of revenue to 
the State, we would prefer a more positive approach to 
this problem than mere tax relief. There is no doubt 
that these sectors do need special treatment. However, 
tax relief may sometimes do more harm and result in 
unwholesome practices than do any positive good. It 
is better to provide direct assistance, aids and subsidies 
and increased facilities of transport, marketing etc., for 
their development. 

Austerity and Savings 

9. The need for savings is most vital today. Though 
the margin of saving in India is small, unless capital 
formation through investment is stepped up, the rate of 
economic progress will also be small. A voluntary reduc¬ 
tion in current consumption, therefore, appears to be 
one of the means towards this end. The consumer de¬ 
mand might also have to be regulated to a certain extent 
by suitably harnessing fiscal and economic policies of 
the State. 

10. Increased savings should be the slogan of the day, 
even If it involves on the part of the country an austerity 
standard for some time to come. Example is always 
better than precept and nothing will carry this axiom 
home to the common man except an initiative in the 
direction from the people at the top and the upper 
strata of the society. The political consciousness of the 
masses, who have come in possession of some resources 
both as a result of inflationary conditions and as a 
result of State policy of encouraging and support¬ 
ing the producer of primary commodities, will 
have to be properly nurtured to enable them 
to understand and -appreciate the value of saving 
in their own as Well as the larger interests 
of the country. In short, instead of concessions serving 
as incentives to work, save and invest, which are regard! 
ed as indispensable under capitalism, what we need 
is an atmosphere of earnestness based on a spirit of 
sacrifice and willingness to work hard and still harder 
and to save in an ever increasing measure. 

11. Political backwardness prevents the masses from 
utilising the opportunity of ploughing back into their 
advocations the additional resources which the increased 
wealth in their hands gives them and which would en¬ 
able them to raise production and living standards. This 
can only be overcome by a process of continuous political 
education through correct leadership so essential in work¬ 
ing a democracy. It is for the leadership to utilise the 
opportunity to transform the psychology and attitude 
of the people. To achieve this, a psychological approach 
and intensive work in this direction is necessary to 
demonstrate the need to save through voluntary assimila¬ 
tion of austerity standards. 

12. This will bring about a feeling of earnestness both 
in public life and administration, which is wanting in 
the country today and which is responsible for lack of 
Enthusiasm in the implementation of the development 
programme and partially, if not wholly,'for the disincli¬ 
nation on the part of the people to bear their share of 
the burden cheerfully. 

13. About investment, we shall have to be clear about 
the priorities both in the public and private sectors. 
Once a proper atmosphere is created and savings begin 
to accumulate, the nation will have to be assured that 
the savings entrusted to Government will be utilized 
in tackling urgent national problems and that the public 
spending is accompanied by minimum of waste. The 
direction and channel of State outlay will have to be 
specified in a manner intelligible to the public. 

14. So far as the private sector is concerned, the 
uncertainties in the minds of the investors in regard to 
this sphere of activities will have to be cleared. It is 
very essential that we leave to the private sector those 
economic activities which say for a period of next 
15 years, the State has no intention to take over. 

15. The political and economic changes that have taken 
place and the consequent dislocation did affect the rate 
of capital formation during the last five years. It should, 
however, be pointed out that the pace of capital forma¬ 
tion has certainly not been disappointing, although it 
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may not be quite satisfactory. The industrialist and the 
investor have still to imbibe the democratic spirit. For 
instance, independence has brought new obligations upon 
the industrialists. They have to reconcile their interest 
with those of the labour. The State, however, should be 
ready to allow time to both the classes to fully reconcile 
themselves to the altered conditions. The State has also 
to be more circumspect than hitherto in the implementa¬ 
tion of its labour policy. The people also have to know 
the broad economic trends which are becoming clearer 
now. With the strengthening of the primary sector, the 
present psychological friction will wear out. This will 
stimulate capital formation, which it will be possible for 
the private sector to tap. We are not, therefore, pessi¬ 
mistic about the outcome of our current policies as 
affecting capital formation. 

16. A little adjustment, however, may be necessary to 
accelerate this process. For instance, it may be possible 
to allow a reasonable margin for depreciation and 
replacement. If the industries are established during an 
expansionist era, they may be allowed certain conces¬ 
sions or exemptions from taxes on incomes. It may also 
be possible to exempt certain specified industries from 
corporation tax for some time. All these steps are being 
taken by the Central Government with certain modifica¬ 
tions but as already stated, these should be only transi¬ 
tional and should not be regarded as permanent features. 

Tariffs and Trade 

17. The role of import-export policy in the economic 
sector cannot by over-emphasized. Protective tariffs have 
an important part to play in the country’s development, 
particularly with respect to protected Industries. In 
this connection the work of the Tariff Commission during 
the last 6 years has been very commendable. Of course, 
the protected industries need to be watched carefully 
so as not to burden the consumer longer than necessary 
and to avoid diseconomies in production. Import and 
Export duties also form an important source of revenues 
and can be utilised to the maximum advantage by a 
vigilant Governmental machinery. 

Risk Bearing 

18. Though not directly related to the discussion of 
tax policy it is pertinent to the problem of capital forma¬ 
tion in India to consider a reorientation of our policy 
regarding the role of the State, the private enterprise and 
the financial institutions in providing industrial and trade 
finance. In order to step up industrialisation and expand 
trade, both Japan and Germany encouraged flow of credit 
from the banking institutions to trade and industry. The 
State in these countries actively participated in the pro¬ 
motion finance. By some such arrangement through 
creation of National Development Corporations or Boards, 
the tempo of industrial and commercial activity can be 
stepped up. We should also like to make it clear that 
the policy of State participation in the matter of pro¬ 
vision of current finance or block capital should not be 
confused with our observations regarding the role of the 
public sector in the industrial field. It is neither advisable 
nor necessary to go to the full length of the Japanese 
or German pattern. An arrangement by which the Gov¬ 
ernment and the banking houses jointly enter the field 
and even associate themselves to some extent in risk 
bearing will reassure the common investor of the sound¬ 
ness of the venture. If this is achieved, the industry and 
trade in later stages will find it far easier to fill up the 
balance in the gap of their financial needs. 


19. The channels of State participation in the sphere 
of private finance should be the Reserve Bank, the 
Development Corporations when set up and the State 
Finance Corporations. In the case of State Finance 
Corporations such amendment as may be necessary in 
the State Financial Corporations Act of 1951 should be 
made so as to enable these bodies to participate directly 
m the capital issues of industries. The policy- of restric¬ 
tive credit which was initiated in the recent past will 
have to be suitably modified and the monetary policy 
accordingly bracketed with the above postulates so that 
continuously expansionist conditions both in trade and 
industry are not disturbed by financial stringency. 

20. An important and substantial source of industrial 
and trade finance for our country lies in mobilising the 
insurance savings through organisation of our National 
Re-insurance Pool, the bulk of which is at present in 
foreign hands. 


upon such undertakings as a major source of revenue. 
So far as the scope of expansion of the sphere of State 
commercial undertakings is concerned, it will not be 
proper to launch upon such expansion merely with a 
view to augmenting State revenues. The limitations of 
the present day administrative machinery as revealed 
by the experience in the industrial and business field, 
are also factors to reckon with. As a matter of fact, the 
entire resources of the State are today urgently needed 
for top priority development programme and the hands 
of the State are full today. 


Agriculture 

22. There is feeling in some circles that the lot of the 
peasantry has improved in recent years because of the 
higher prices of agricultural products. It is argued, there¬ 
fore, that the rural areas are not fully bearing their 
share of the tax burden and that the taxation policy 
in regard to land and allied taxes is inequitous. We 
would submit that this presumption is based on a cursory 
examination of the issues. A substantial section of the 
peasantry all over India still does not have occupancy 
rights as ‘Zamindaris’ continue in large parts of the 
country. In consequence, the full benefits of higher prices 
in these areas do not necessarily percolate to the tiller 
of the soil. Again the cost of cultivation has gone up 
considerably. It is also a matter of common knowledge 
that one of the bane of our agriculture is deficit economy. 
The recent high prices have a compensatory effect to a 
certain exent but the primary producer in his role of 
a general consumer is also effected by the rise in prices 
and the increase in the quantum of indirect taxes. There 
is, besides, the question of the use of the little available 
farm surpluses to retain land under cultivation. The 
primary sector needs to be properly strengthened in the 
scheme of national expansion. Any change in the tax 
structure which disturbs the newly generated sense of 
security in this class is likely to defeat this objective. 
If the agriculturist is to play his full part in this scheme 
of things, there should be the minimum of increase in 
the tax burden on the peasantry. We can certainly review 
the position in regard to the agricultural incomes with 
reference to reasonable standard of taxation but such 
a review of the position of agricultural prosperity will 
have to wait the fuller translation of Agrarian Reforms 
into practice and the results of the implementation of 
the Five Year Plans to show themselves more fully. The 
real assessment of agricultural prosperity should be 
based on a study of the level of production, 
agricultural prices, agricultural costs, relationship 
between the rural—urban price structure, urban 
influence in rural living standards unrelated to rise in 
incomes, and the structure of the family budget and 
expenditure of the rural people. Any conclusion with 
regard to the increased incomes of the farmer, not based 
on these factors should be treated more as lay observa¬ 
tion than correct statistical evaluation. 

23. At best, in view of the very great need of increas¬ 
ing the revenues of the State some adjustment in the 
levy of excise duties and commodity taxation may be 
considered as short term arrangement. Such additional 
taxation, however, should be conditional to the State 
being fully satisfied that a particular commodity is 
responsible for increase in agricultural incomes and that 
it can reasonably bear the burden sought to be imposed. 

24. The State should also recover a reasonable portion 
of unearned increments arising out of developmental 
activity by way of betterment charges. 


Salt Tax and Prohibition 

25. We are very clear that the reintroduction of the 
Salt Duty would not be advisable or proper. It is true 
that the recovery of this duty is administratively a fairly 
easy task. But the administration also has got to bear 
in mind that there can be nothing like a nation without 
history. Administration is, therefore, expected to be loyal 
to the history of the struggle which is responsible for the 
freedom of the country. The struggle for independnce had 
based on certain values, which the Nation can reject 
only at its peril, though there may not be any difficulty 
on a short term basis. Therefore, in reintroducing the 
Salt Duty we will be tempering with the basic values 
on which the edifice of India’s freedom has been erected 
and such disrespect will recoil on National Esteem. 
Freedom has been achieved as a result of sacrifices on 
the part of millions of our countrymen and the abolition 
of Salt Duty was a symbolic expression of that struggle. 
Any attempt, therefore, to reintroduce the Salt Duty 
will be construed as abandonment of those sacred values 


State Undertakings 


21. In the matter of State undertakings public utilitic 
-such as railways or electricity undertakings, the prof 
motive should not be the main consideration Thei 
positive role m aiding the gainful activities of the coir 
rnvmty is well known. In regard to the nationalised basi 
w key industries also, it would not be correct to loo 


26. This is true of Prohibition also. We are, no doubt, 
in need of resources for our development activities, but 
it has never been the conception of those who fought 
for Independence that India’s .resurgence would be 
secured by any means—good, bad or indifferent. Just as 
the abolition of the Salt Duty was the principal plank 
in our economic programme, Prohibition has been the’ 
principal plank in our social programme, and this has 



beeti reaffirmed by the Nation’s Constitution in the 
clearest possible terms. The Nation is committed to mak¬ 
ing Prohibition a success. Ill advised agitation has got 
to be ignored and difficulties surmounted. It is not the 
intention of the Government to enter into discussion as 
there is little scope for it, the subject having been dis¬ 
cussed threadbare for years. 


Taxation in Saurashtra 

27. Although the set-up of local self government in 
Saurashtra is only five years old and is in an infant 
stage, the per capita taxation in the field is Rs. 7-9. 
This can compare with the rest of India. There is room, 
however, of rationalising municipal revenue so as to 


emphasise the return from services. The people will not 
appreciate an increase in burden unless they know that 
the additional collection is asked for some work of public 
utility already performed or executed. It will then be 
possible to work out the tax and impose it so as to re¬ 
imburse the local bodies with the expenditure on capital 
and revenue accounts. 

28. We have dealt with the position of taxation in 
Saurashtra in our earlier Memoranda. The history of 
rationalisation of taxation in Saurashtra is still fresh in 
our mind, and we have therefore deemed it proper to 
place before the Commission our experiences and our 
views In this memorandum, we have only made a few 
general observations on the country’s tax structure for 
the consideration of the commission. 
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General Note on State Taxation 


Introduction 


,„iTif avanc0 A e A? n ^ Cochin were two independent States 

Cia^admlnfct 811 ?? 1 foi Lf ood Government and sound flnan- 

bmLd d P e people , of the two States were 

cultureAfteJ- thlFL™ co “ mon language, tradition and 
Luuure. Alter the lapse of paramountcv the twa Qtatoc 

SatedSe Si? ,* V* 1 ? 

*2 t a. to ° k lts legitimate place as an inteeral 

history T his memora ble event in g the 

nistory of the States took place on 1 st July 1949. 

The Federal Financial Integration 

aH? saws 

STtfSK “J BSTfe’S 


Items of Revenue 
1. Customs duties 


Items of expenditure 

1. Cost of collection of taxes, 
(i) Customs. 

(») Central Excise. 

(m) Income-tax including Cor¬ 
poration tax. 

a. National Highways. 

3. Defence. 


4. Aviation. 

5. Broadcasting. 

5. Meteorology. 

7. Archaeology. 

8. Coinage and Mint. 


а. Corporation tax. 

3. Income-tax excluding Agri¬ 

cultural Income-tax. 

4. Central Excise. 

5. Railways. 

б . Telephone. 

7. Posts and Telegraphs (Anchal) 

8 . Coinage and Mint. 

9 ' **!!!“?' 9 °. pyri ?, ht3 -, Trade 9. Patents, Copyrights, Trade 

2 ^° mt StOCk C ° m ' ma . rl “. Joint Stock Com- 

1^ panics. 

10. Audit and Accounts. 

11. Pension—Military and other 
Federal Civil Personnel. 

1 a. Privy Purse. 

13. Census. 

i,, T ^^ inanc i al Integration with the Centre has resulted 
revenueol important elastic soSof 

ne, SS“«gg SfrCMSS 

^ sa-iwaa 

years commencmg from 19S0-51 are :_ 8 ° f the ten 

Year . 

Amount 

,950 ‘ 5, .. 


1951*5® 

*958-53 

*953-54 

*954-55 

1955-56 

*956-57 

*957-58 

1958-59 

* 959 - 6 o 


3 . 05 , 33,000 
3 , 05 , 33,000 
a,8o,oo,ooo 
a, 80 , 00,000 
*, 68 , 51,000 
a .57.°3»ooo 
®. 45 , 54 .ooo 
®» 34 »o 6 ,ooo 
®,aa, 57,000 


a 5, y ? ea , r ’ i the state Government’s share of the 

to tfml? ^ eS (SUCh as they may be fr0m time 

“L‘“J®* exceeds the amounts noted above, the higher 

?« be payab Je to the State Government. Dur- 
“1®, F be t ? b0 of P e ” od the Central Government will also 
pay t0 tbe State Government a svim of Rs. 2,24,000 per 
“S towards liquidating the Central share of the 

o“or before 3 f- 349 r !o P ClvU personnel who retired 

The Federal Financial Integration also involved (i) 
tester to the Central Government of all specific capital 
assets connected with federal functions, whether produc- 

CentriflnH n ;hi°Qt C * tlVe i*t nd (ii) alloca tion between the 
and the State of the excess over current or liquid 
assets of current or banking liabilities. and public debt. 
?u be c 9 „ e t atr f . 1 ? ha ? e of the outstanding public debt of 
r> ( * clu , d 5 ? g a loan of Rs - 144:40 lakhs taken 
C? n , tral Government by the former Travancore 

toed™T 276 r 40 lItos nS CtiOn ° f RailWayS) has been 

1 , iqca Travancore-Cochin State is also entitled from 
t° subsidies and all grants-in-aid and other 
IhiMiciel and technical assistance from the 
centre, in addition to the amounts guaranteed as above, 
m the same way as Part A States. 

an aid to the study of taxation problems of the 
bnef datails of the area, population, adminis¬ 
trative divisions, etc. are given below : 

Area, population, etc 

The area of the Travancore-Cochin State is 9,144 Sq 
“this respect this State is the smallest of all 
i States. But it supports a population 

of 93 lakhs, which is the highest among the Part B 
States except Hyderabad and Rajasthari. The density of 
population per square mile is 1014-9 which is the highest 

of 1 325 % and >S 3101051 thrCe timCS the A11 ' India average 
Administrative Units 

,. F ° r Purp°s es of Civil Administration, the State is 
divided into four Districts, each under a District Collec¬ 
tor; *J? es ? l°V r dlstrlcts are divided into thirty-six taluks 
villages 6 are a ^ a ^ n divided into a number of 

The entire area of the State is divided into units of 
local administration. The capital city of Trivandrum 
with a population of 187,000 has a City Corporation. The 
other important urban areas have been constituted into 
Tbere . are twenty-four Municipalities in 
116 000 Wlth populatlon ran g***g between 11,000 and 

th re rrt lso f 5 50 Vil i? ge Panchayats functioning in 

the State. The Corporation, Municipalities and Pan- 
f bayat f. together form a net work of local self-governing 
institutions whose jurisdiction covers almost the entire 
ares ox tne State.. 

The Budgetary position 

M .”. 10 . tbe history of the financial adminis- 
° , the , St . at ® 14 will be seen that those who were 
guiding the destinies of the two States from time to 
time consistently followed the principles of orthodox 

w^n 6 *^ 1 WoF ®? 1 expel } diture was being kept strictly 
lev J? ? f current revenues and public borrow- 
i? onlj J very s P a ™gly and within 
general rufe 1 ’ S11 surplus ’ year after year, was the 

A statement showing the revenue, expenditure and 
sur p lus or deficit of each year from 1108 / 1932-33 is 
attached. The statement has been prepared in three sec- 
‘^-^^war, war and post-war periods. At the begtol 
mng of the first period the revenue and expenditure 
stood at Rs. 340 • 39 and 310 • 20 lakhs respectively, result¬ 
ing in a surplus of Rs. 30*19 lakhs. The year 1109/1 933-34 
recorded a big deficit of Rs. 20-87 lakhs. This was the 
result of an increases of about Rs. 20 lakhs in expenditure 







and a decrease of about Rs. 30 lakhs in receipts. The 
decrease in receipts was however, mainly due to an 
abnormal circumstance, viz., the non-receipt of the 
share in the Customs receipts from the Port of CocWn 
in time. During the succeeding five yearn from 1110/ 
1934-35 the revenue progressively increased but expendi¬ 
ture also rose correspondingly and except m 1112/1930- 
37 the Anal accounts revealed small deficits. 

The War Period 

The war broke out in 1115/1939-40 and this turned 
the scales. During the earlier portion of the war period 
the revenues showed a steady increase. The expenditure 
also increased, but not in the same proportion as re¬ 
venues, as there is the usual time-lag between the pro¬ 
gress of revenue on the one hand, and that 
on the other. Thus the years 1115, 1116 andlll7 < 1939 - 40 , 
1940-41 and 1941-42) recorded surplus of Rs. 2 21, .8 67 
and 42-09 lakhs respectively. By 1118 (1942-43) the infla¬ 
tionary pressures generated by the war began to react 
with greater force on the revenues and expenditure of 
the State with the result that at the end of the war 
period the revenue rose to Rs. 1065-02 lakhs which was 
almost 300 per cent of the pre-war level. The corres¬ 
ponding increase on the expenditure side was about 
225 per cent. From 1118 (1942-43) onwards the annual 
budgets resulted in substantial surplus ranging from 
Rs. 109-42 lakhs in 1118 to Rs. 211-77 lakhs m 1121 
(1945^46). During these years the State was able to build 
up a substantial Revenue Fund. 

The Post-war Period 

The momentum gathered during the war period pushed 
up the revenues and expenditure further in the earlier 
portion of the Post-war period. In 1122 (1946-47) the 
revenue rose by about Rs. 200 lakhs over the previous 
year. The corresponding increase in expenditure was 
about Rs. 330 lakhs. Thus the gulf between revenue 
and expenditure was getting narrower. The surplus in 
1122 (1946-47) was Rs. 82 lakhs which was smaller than 
that of the previous year by Rs. 129 lakhs. The tendency 
of expenditure to rise faster than revenues manifested 
itself more conspicuously in the succeeding year when 
it crossed the revenue level. The result was a deficit of 
Rs. 138 lakhs in the accounts of the year, which is un¬ 
paralleled in the annals of the State. This disquieting 
disturbance of the equilibrium can be directly traced to 
the problem of food scarcity which had begun to raise 
its head during the war-time and was becoming ipore 
and more menacing thereafter. The loss incurred by the 
Travoncore State on account of food transactions had 
accumulated to Rs. 180-6 lakhs at the end of the year. 
The whole of this loss was adjusted from the current 
revenues .of 1123 (1947-48) and that accounted for the 
huge deficit. 

In the succeeding year 1124 (1948-49) the two erstwhile 
States of Travancore and Cochin were welded into one. 

In that year the ordinary revenues of the two States 
together amounted to Rs. 1278-58 lakhs while the ex¬ 
penditure on revenue account including food subsidy of 
Rs 227-39 lakhs amounted to Rs. 1375-09 lakhs leaving 
a deficit of Rs. 96 • 51 lakhs. As a result of withdrawals 
from ear-marked funds to meet expenditure on industrial 
development and post-war reconstruction schemes, the 
year actually closed with a surplus of Rs. 64 lakhs. 

So far the two States were following the Malabar Era 
as the financial year. In order to fall in line with the 
Government of India, the succeeding budget was pre¬ 
pared for a period of about 7 1/2 months from 1-1-1125/ 
17-8-1949 up to the end of March 1950. The apparent 
fall in the revenue and expenditure of 1125 (1949-50) . 
was due to this transition. The year, however, closed 
with a disproportionately large surplus of Rs. 124-52 
lakhs. This was partly due to the fact that during the 
year the State had to concentrate its attention on several 
administrative problems which arose from the integra¬ 
tion and partly due to the fact that the period of the 
budget was too short to fully implement the programme 
of expenditure. The surplus of Rs. 125 lakhs was, how¬ 
ever, inclusive of the sum of Rs. 45 lakhs which was 
received from the Government of India as compensa¬ 
tion for the loss on account of the abolition of inland 
customs. One of the conditions attached to the grant 
of this compensation was that if the yearTesulted in a 
surplus, the amount, limited to the extent of the surplus 
should be refunded. As the year actually resulted m a 
surplus due to the special circumstances explained 
above, the Government of India have called upon the 
State to refund the sum of Rs. 45 lakhs. The actual 
surplus of the year would thus be reduced to Rs. 80 
lakhs. 

The financial integration of the State with the Centre 
♦ took effect from 1-4-1950. This major event entirely 
changed the pattern and structure of the State revenue 
and expenditure. The effects of the settlement have al¬ 
ready been explained in detail. Including the receipts 
from the .Government of India towards the revenue 
expenditure and subsidies for Grow More Food etc;, 


the revenues of the year 1950-51 amounted to Rs. 1399 -.14 
lakhs. The expenditure amounted to Rs. 127.3-72 lakhs. 

The year thus closed with a surplus of Rs. 125-42 lakhs. 

The revenue touched the peak figures of Rs. 1790-64 
lftirhg in 1951-52. The large increase over the previous 
year was due to the receipt of (1) arrears of Rs. 127 lakhs 
on account of the State’s share of revenue on Match 
K xcjgg Duties, Cochin Harbour receipts and Railways 
receipts for 1948-49 and 1949-50 and (2) arrears of 
revenue gap grant for 1950-51 amounting to Rs. 55 lakhs. 
Due to these extraordinary circumstances, the year clos¬ 
ed with a record surplus of Rs. 428 lakhs. 

According to the Revised Estimate for 1952-53, the 
revenue anticipated is Rs. 1673-01 lakhs. This is higher 
than the normal revenue of previous years. But includ¬ 
ing the loss on account of food subsidy the expenditure 
is likely to exceed the revenue by about Rs. 10 lakhs. 
The receipts for 1953-54 are expected to rise to Rs. 1713 - 87 
lakhs mainly due to higher reiecpts anticipated from 
electricity schemes, grants from the Government of 
India and the transfer of Rs. 38:71 lakhs from debt heads 
to revenue. The higher receipts under these heads are, 
however offset by falls under Excise an Sales Tax. The 
expenditure budgeted for the year is Rs. 1727-94 lakhs. 
The year is expected to close with a deficit of Rs. 14 
lakhs. 

Of late, expenditure shows a tendency to exceed the 
receipts. Thus, small deficits are anticipated in the 
Revised Estimate for 1952-53 and the Budget Estimate 
for 1953-54. 

The Trend of Expenditure 
A. Travancore 

During the period immediately preceding the outbreak 
of World War II, the expenditure was growing slowly, 
but steadily and ranged between Rs. 228 in 1932-33 and 
Rs. 256 lakhs in 1938-39. The expenditure recorded a 
steep rise during the war period i.e. from 1939-40 to 
1945-46. In the closing year of this period the expenditure 
stood at Rs. 561-01 lakhs, which was more than 200 
per cent, of the pre-war level. During the two succeeding 
years when Travancore continued as a separate State, 
there was a further rise of Rs. 500 lakhs. Thus in the 
year 1947-48, the expenditure of the Travancore State 
rose to Rs. 1063 lakhs, which is the highest on record. 
During the course of the fifteen years from 1932-33 the 
expenditure increased by about five times. 

B. Cochin 

The expenditure of the Cochin State also recorded a 
similar history. During the closing years of the pre-war 
era the expenditure ranged between Rs. 100 and Rs. 108 
lakhs. During the War period (1939-40 to 1945-46) the 
expenditure increased by more than three hundred and 
fifty per cent. During the two post-war years when 
Cochin continued as a separate State, the expenditure 
continued to rise steeply. Thus in 1947-48 the expenditure 
reached the unprecedented level of Rs. 385 lakhs. 

C. Travancore-Cochin State—Before Federal Financial 

Integration 

In 1947-48 the total expenditure of the two States 
together amounted to Rs. 1448 lakhs. In the succeeding 
year the expenditure declined to Rs. 1314 lakhs. As the 
budget for 1949-50 was, prepared for about 7 1/2 months 
ending 31-3-1950, the expenditure for the year amounted 
to only Rs. 799 lakhs. During this period the State had 
to focus its attention on a number of administrative and 
other problems which the integration of the two States 
brought in its wake and this retarded the pace of the 
expenditure programme. The fall in expenditure during 
this transition stage is only a temporary phase. 

D. Travancore-Cochin State—After Federal Financial 

Integration 

Due to the Federal Financial Integration the entire 
structure and pattern of the Budget changed beyond 
recognition during recent years. Due to the intensiflea- 
tion of the Development activities the expenditure has 
been steadily rising as may be seen from the statement 
below : — 


Year 

Amount of expenditure 


Rs. (in lakhs) 

* 95 » 5 * • 

1273-72 

1951.5a .... 

. 1363-85 

1 953-53 (Revised Estimate) . 

. 1683-00 

* 953-54 (Budget Estimate) . 

1727*94 



If he Capital Outlay Programme 

tur T e he Th b P ° V r r ?, fers only t0 the avenue expendi¬ 
ture. The Capital Outlay in the pre-war years ranged 

the"pnni 10 an £+ Rs- 40 lakhs - During the war period 
toe Capital expenditure rose by about Rs. 12 lakhs In 
the year 1945-46, the Capital Outlay outside the revenue 
account was Rs. 41-57 lakhs. In the post-war years the 

the P f a ollowmg nd tabL e St6eply 33 may be seen from 

^ ear Amount of Capital 

Outlay 


The Composition of expenditure 

The statement }selow gives the composition of expendi- 
JS*®. from Revenue for 1953-54 and the percentage 
ture 16 expendlture m eacil category to the total expendi- 



Rs. (in lakhs) 

> 948-47 . 

>93 

1947-48 .. 

189 

1948-49 . . ... 

184 

>949-5° (7 >/2 months) 

>43 

>95°*5> . 

275 

>95>-52 . 

569 

*952-53 (Revised Estimate) . 

432 

*953-54 (Budget Estimate) . 

529 


I terns 

Direct demands on revenue 
Debt Services . 

Civil Administration 
Civil Works ..... 

Development Expenditure other 
than Civil Works. 

Other items . . 

It win be noted that Development expenditure and 
expenditure on Civil Works together amount to almost 
sixty per cent of the total budget. 

Per capita expenditure 

According to the Budget Estimates for 1953-54 the 
per capita expenditure of the State is Rs 18 • 62.’ The 
statement below gives an idea of the per capita expendi¬ 
ture P rtB S S? te 38 compared t0 that of the ot her Part A 


Amount 
Rs. (in lakhs) 

14 a 

5 

321 

244 

778 

338 


Percentage . 

to total 
expenditure 

8*22 
0*30 
>**74 
>4* >3 
45*04 

'9*57 


,'P 1 ® Phenomenal increase in the last three years is 
due to the implementation' of the Five Year Plan neces- 
n« ta ™, 1 t! arge expenditure on development schemes such 
‘-purpose nver valley schemes and electricity 
schemes. The entire amount spent under Capital in the 
Plan period represents outlay on Development Schemes. 

The following table shows the amounts budgeted for 
by Part B States for Capital Outlay on Devllopment 
Schemes in the current year. development 


Name of State 


Assam . 

Bihar . 

Bombay 

Madhya Pradesh 


Name of States 

Amount of 

Madras . 

. 

65.75 

>>*53 


Capital Outlay 

Rs. (in lakhs) 

Orissa . , , 


>4,46 

9*87 

Hyderabad .... 

686 

Punjab 


20,05 

*5*86 

Madhya Bharat 

• • >63 

Uttar Pradesh 


78,80 

>**47 

Mysore ..... 

• . 512 

West Bengal , 


43>*7 

>7*44 

Pepsu. 

284 

Hyderabad . , . 


28,22 

* 5**3 

Saurashtra . . . 

273 

Madhya Bharat 


> 4.49 

18- 23 

Rajasthan .... 

349 

Mysore . . . . 


22,20 

*4-46 

Travancore-Cochin . 

529 

Pepsu . . . 

Rajasthan . 


7»°4 

tn si 

*°:>5 


lyuaauau, me j.ravancore-Cochin State is 
the heaviest Capital Outlay program™ 
These schemes are being financed from accumulated 

«?' i°o ns - fron 2, the public and ^ Government of 
India, and Savings Bank and other deposits. 


Nature of Charges 

, *5 the statement below the revenue expenditure in- 
duded tn the Budget Estimate for 1953-54^ is classified 
according to the nature of charges incurred. 


Description of charges 

Pay of Officers 
Pay of Establishment 
Dearness allowance 
Local & other allowances 
T. A. including P. C. A., P. T. A. etc. 
Office contingencies 
Supplies and Services 
Works .... 
Miscellaneous . 

Total 


Saurashtra . 

T ravancore-Cochin 


Total per capita 
Expenditure Expenditure 

Rs. (in lakhs) 

>4.97 


33.34 

67,76 

*4.53 


Rs. 

>6*55 

8-29 

18-84 

>>*54 


9.95 

17,28 


* 4*05 

18-62 


Destination of Expenditure 


The destination of expenditure incurred by the State 
a Jhow that the policy is to spend the largest amount 
on Nation-building departments, limiting the cost of 
administration to the minimum. The table below gives 
a comparative statement of the per capita exDenditure 
of Part B States for 1953-54 on selected services. 


Amount 

Percentage 
of total 
Revenue 

Rs. 

3* >3 

>4* >4 

10-63 

0-71 


Per capita Expenditure in Rupees on 

Rs. 

53 . 64,400 

*. 42 , 31 . 7 °° 

1 , 82 , 32,000 

12 , 11,700 

Name of State 

-- ■ - 

Civil 

Adminis¬ 

tration 

Edu¬ 

cation 

Medical 

and 

Public 

Health 

Agriculture 
Veterinary 
Co-opera¬ 
tive and 
Rural 
Develop¬ 
ment 

Hyderabad . 

**97 

**55 

1-00 

0*50 

>9.3°.9°° 

i -12 

Madhya Bharat 

3*77 

2-24 

>*52 

1-90 

54 , 06,600 

3* >5 

Mysore 

2-67 

3*93 

i- 6 l 

>*37 

91 , 07 , 3 °° 

... 

Pepsu . 

4*98 

2-78 

>*35 

**35 

4 , 06 , 56,100 

... 

Rajasthan 

3*61 

>•91 

1-07 

o*45 

6 . 66 , 53,300 

... 

Saurashtra . 

5*°5 

3*38 

1-76 

1*38 

>7.27.94.°°° 


Travancore-Cochin 

2-38 

3*58 

1-36 

0-65 
















It will be noted that the expenditure on Civil Adminis¬ 
tration is the lowest in Travancore-Cochin. 

Development Programme of the State 

There has been a steady growth in the Development 
expenditure of the State. A statement showing the trend 
of revenue expenditure under several development heads 
during the course of fifteen years from 1932-33 is given 
below : — 

(Rs. in lakhs) 




1103 

(1932-33) 

1115 

(1939-40) 

1122 

(1946-47) 

Irrigation . 

• 

2-17 

2-82 

10*20 

Education 

• 

60-95 

70-16 

166-29 

Medical & Ayurveda 


*3-42 

17*02 

45*59 

Public Health 


3-47 

4*50 

14-69 

Rural Development 


2-07 

2-76 

109-11 

Civil Works . 


43*64 

37*63 

192-65 

Agriculture . 


2-66 

2*55 

9* 3 1 

Industries 


2-43 

2*20 

4*09 

Electricity . 


i**7 

5*3i 

20-06 

Transport 


... 

13-48 

54*47 

Advancement of 

Backward 

0-94 

0-96 

2*11 

Communities. 

Co-operation 

• 

0-91 

1*21 

3*41 

Veterinary . 

• 

0-56 

0*70 

2-28 


Total 

134’39 

161-30 

634-26 


At the beginning of the first period the expenditure 
stood at Rs. 134-39 lakhs. It rose to Rs. 161:30 lakhs in 
1116 (1939-40) in which year the war broke out. Thus 
during the seven years of the pre-war period the expendi¬ 
ture rose by Rs. 26 -91 lakhs which represents an increase 
of 20 per cent. During the war period the expenditure 
continued to rise. The increase was normal during the 
first three years, but in the latter half the rise was more 
steep. This reflects the inflationary conditions created by 
the spread of the War to the Far East. The total increase 
during the period is Rs. 472-96 lakhs or 294 per cent. 

The Five Year Plan 

The Five Year Plan came into operation from April 
1951. Thereafter Development expenditure—both revenue 
and capital—can be classified under two broad divisions, 
viz., those included in the Plan and those outside it. The 
statement below shows the trend of expenditure includ¬ 
ing Capital outlay since the commencement of the Plan, 
as compared to the previous year. 

(Rs. in lakhs) 

1950-5' i95'-52 1952-53 «953-54 
Accounts Accounts R.E. B.E. 


1. Development expenditure 

included in the 5 year 
Plan—■ 

(a) Revenue Account . .. 121-68 161-68 232-05 

(A) Capital . . 285 -49 377 -06 356 -29 

2. Development Expenditure 

outside the Plan—• 

(a) Revenue Account . 734-26 680-69 765-27 776*59 

(A) Capital . . 273-95 459 '55 54’27 *7* '34 

3. Total Development Expen¬ 

diture (1+2) . 1008-21 1547 -41 1358-28 1536-27 

4. Non-Development Expen¬ 

diture— 

(a) Revenue Account . 539 47 560 -48 756 -05 719 -30 

(A) Capital . . 0-68-175-89 0 -87 1-08 

5. Totil Non-Development 

expenditure . 54 0-I 5 384 '59 756 -92 720-38 

General progress of the Plan 
The Five Year Plan involves in terms of money an 
expenditure of Rs. 2,069 crores for the Centre and the 
States together. Over the two years 1951-52 and 1952-53 
the actual outlay on the Five Year Plan was about 
Rs. 585 crores. This represents 28 per cent of the finan¬ 
cial target of the Plan. About 72 per cent of the total 


expenditure remains to be incurred in the three years 
1953-56. 

Scope of Five Year Plan in Travancore-Cochin 

So far as Travanocre-Cochin is concerned, the total 
outlay on the Five Year Plan during the quinquennium 
is estimated to be Rs. 27-32 crores. This has been distri¬ 
buted among the following heads:— 



(Rs. in lakhs) 

Agriculture including minor irrigation 

545* 

Veterinary and Animal Husbandry . 

2-50 

Forests . . . 

6o-oo 

Co-operation ...... 

. 8-oo 

Fisheries ...... 

15*00 

Major Irrigation . . . . 

. . 478-00 

Power . j . . ... 

1035-00 

Cottage Industries . ... 

89-00 

Other industries ..... 

15-80 

State Highways ..... 

. 100-00 

Other roads . 

. 50*00 

Nationalised Transport .... 

. 42-00 

Ports and Harbours .... 

30-00 

Education .. 

. 20-00 

Medical . . • • 

. 120-00 

Public Health ..... 

. 5 ** 5 ° 

Housing. 

. 10-00 

Amelioration of Backward Classes 

. 6o-oo 

Total 

. 2731-90 


The above allocations more or less indicate the main 
features of the development programme envisaged by 
the State’s Five Year Plan. As the State has got ample 
water power resources, great emphasis has been laid 
on harnessing the same for the production of energy. 
The State being deficit in food to the extent of about 
60 per cent, of its actual requirements, due importance 
has been given to major and minor schemes of irrigation. 
Provision has also been made for agricultural training 
and research, land improvement and reclamation, popu¬ 
larisation of chemical manures, seed multiplication 
schemes, supply of implements at subsidised rates and 
similar other schemes which aim at the improvement of 
agriculture. The Plan also provides for a vigorous 
campaign against the incidence of diseases. The starting 
of an up-to-date Medical Collage with auxiliary institu¬ 
tions such as Nurses’ School and a General Hospital 
attached, the opening of new Hospital and Dispensaries, 
a drive against Malaria and the provision of water 
supply are some of the items included in the programme. 
The development of communications, nationalisation of 
transport, amelioration of Backward Classes, measures 
calculated to give a fillip to the Co-operative movement 
and Cottage Industries, the establishment of occupational 
institutes and Polytechnics are some of the other aspects 
of the Plan which deserve mention. 

It has been found that the financial target of the major 
irrigation projects is likely to exceed what was originally 
estimated in the Plan by about Rs. 1 crore. Similarly, an 
increase of Rs. 85 lakhs is anticipated under Power 
Projects. Taking into account also other minor varia¬ 
tions which are possible, the revised estimate of outlay 
on the Plan is now fixed at Rs. 28 • 99 crores—say Rs. 29 
crores. 


Progress achieved in the State 

(a) Physical targets .—The progress of work under 
"Irrigation” is keeping pace with the schedule. The 
Perunchani Scheme has already been completed. The 
Peechi and Chalakkudi Schemes were scheduled to be 
completed in 1952-53, but due to major deviations found 
necessary in the course of execution, it has not been 
possible to complete them in • that year. These schemes 
are expected to be completed in 1953-54. In the case of 
the Neyyar Irrigation Scheme, work on the excavation 
of foundations of the Dam has been commenced and the 
excavation in the first 3 miles of the Canal system is in 
progress. About 20,000 acres of land have been actually 











brought under irrigation. The Power projects are also 
“aking headway. The extension of the Pallivasal Hydro- 

ni^rt C Thi at fi°V 0 l it 00 * KW- , ca P acit y has been com¬ 
pleted. The first of the four units of 12,000 K.W. at the 

Sengulam Hydro-electric Scheme will be commissioned 
c !i rren *' year. Good progress has also been made 
m the Pormgalkuthu Hydro-electric Scheme. In fact 
no sector of development has been neglected in the State 
A com prehensive programme of Audit Education is being 
worked now. The Polytechnic at Kalamasseri is already 
a fait accompli. The Medical College startecLhere is fastly 
developing into a premier institution of its kind. New 
medical institutions are being opened one after another 
to Programme. A vigorous campaign has been 
fif“f d f °r eradication of scourges like Malaria. Public 
Health activities like improvement in rural sanitation 
are, being stimulated as provided for in the Plan. The 
mileage of roads is being increased and the schemes 
dra 'f 1 U P . f or concreting and other kinds of surface 
^atment is being implemented as programmed. The 
nationalisation of Transport Service in the State has 
been taken m hand. Schemes relating to intensive culti¬ 
vation scientific agriculture such as soil reclamation, 
subsidised manure supply, etc., are already under way! 
Proposals formulated by the Cottage Industries Board 
for the organisation and development of cottage indus- 

be 5 n • a Jr ce P ted al ? d are being carried out. 
Coir trade and mdustry which constitute the primary 
occupation of poor people dwelling in the coastal areas 
are being organised on co-operative lines. In regard to 
other schemes of social services also, the State is forg¬ 
ing ahead. “ 

the paramount importance of working out the 

hv V tvX e r^ Plan t0 t ! ie sc j hedule has already been realised 
by this Government and arrangements have been made 
to co-ordinate the execution of the projects at the diff¬ 
erent levels. Heads of Departments have been asked to 
keep separate accounts for the Plan and to submit 
periodical returns to Government about the progress of 
expenditure and of works. Steps have been taken tn 

RW? ups P 0 f “p^taTSSilS 

District Committees to enlist public co-operation and to 

programmes enthuslasm in the execution of the various 

(b) Financial targets. —The expenditure in the first 
two years on the Five Year Plan amounted to Rs. 9 2 

anyth’ 33 ? er j ent - of the total outlay contem¬ 
plated and this is m advance of the average all India 

mlnp— y 5 Per Cent 3S evidenced fe y the following state- 



(Rs. in Lakhs) 


Name of Government 

Total Expenditure 
Plan incurred in 
expenditure 1951-53 

Percentage 

Government of India 

1240 -oo 

299 -oo 

24-1 

Assam . . . . 

*7-50 

3-5° 

20 -0 

Bihar ..... 

57 30 

25 -7° 

44-9 

Bombay .... 

146 -40 

52 -20 

35 -7 

Madhya Pradesh . 

43 10 

15-60 

36 -2 

Madras .... 

140 - 8 o 

55 - 3 ° 

39 -3 

Orissa ..... 

17 - 8 o 

6 -20 

34 -8 

Punjab .... 

20 -20 

7 - 8 o 

38 -6 

Uttar Pradesh 

97 - 8 o 

37-5° 

38 -3 

West Bengal 

69 -to 

24 -30 

35 - 2 

Hyderabad .... 

41 - 6 o 

14-10 

33 -9 

Madhya Bharat 

82 -40 

4-20 

18-8 

Mysore .... 

36 - 6 o 

11-40 

31 -i 

Pepsu. 

8 -io 

1-70 

21 -0 

Rajasthan .... 

16 - 8 o 

4 -50 

26 -7 

Saurashtra . . 

20 -40 

5'3o 

26 -0 

Travancore-Cochin 

27-30 

9-20 

33-7 

,. A comparative study of these figures will reveal that 
this State is well ahead of most of the Part B States.and 
some of the Part A States and even ahead of the Govem- 
tw” years ^ 13 “ the progress achieved during the first 


thus making a total of Rs. 413:0 crores. This works out 
to just below 20 per cent, of the total plan expenditure. 
The provision made by this State for 1953-54 is Rs. 5-5 
crores which represents a little more than 20 per cent. 

target. Thus in the matter of funds set apart for 
the Plan for the current year also, the State is above the 
all India average. 

The prospect for the next two years 

For completing the Plan according to the original 
estimates funds to the extent of Rs. 12-6 crores will 
have to be found in the next two years. According to 
revise d estimates, the cost in the next two years 
will, amount to Rs. 14-29 crores, the targets under “Irriga- 
tmn and Power” having been raised by Rs. 1 crore 
and Rs. 85 lakhs respectively. 

Resources 

T, h e Planning Commission has estimated that the State 
will be able to find Rs. 25-3 crores out of Rs. 27:3 crores 
from the normal budgetary resources, leaving a gap of 
Rs. 2 crores over the Five Year period. 

The normal budgetary sources comprise savings, from 
current revenues, loans from the public, deposits and 
other miscellaneous receipts on capital account and the 
Central assistance. Each of these items is dealt with 
below : — 

1 . Savings from Current Revenues—Rs. 16-3 crores. 

This is the net anticipated result of increase in revenue 
and reduction in non-development expenditure The 
increases in revenue as anticipated are mainly the follow¬ 
ing : — 

Rs. (in crores) 


(*) 85 per cent, surcharge on land revenue . 

(ii) Estate duty ...... 

(Hi) Agricultural Income-tax 

(iv) Bettennent levies, irrigation rates and cesses 
for minor works. 

(") Avoidance of loss on account of extension of 
prohibition. 


o. 6 o 

I‘00 
1.00 
a*oo 

o» 8 o 


The Programme for 1953-54 

In the Budget for 1953-54, the Government of India 
have earmarked Rs. 236 * 9 crores for the Plan exnpnditnro 
and all the States together have allotted Rs. 176-1 crores 


(si) Forests . .. l#50 

(vii) Miscellaneous including minerals . . . l-8o 

The above items are Examined below seriatum. 

(i) Surcharge on land Revenue. —Land tax which was 
being levied at 4 cash (nearly 1/8 anna) per cent of 
land was recently raised to 1/4 anna per cent. Any 
further increase in land tax cannot be thought of at 
present. 

(ii) Estate Duty. —A receipt of Rs. 1 crore was anti- 
cipated from this source during the five year period. 
Half the quinquennium covered by the Plan has gone. 
The connected-legislation has just been passed by the 
Parliament. No accurate estimate of the probable yield 
from this source is possible until actual experience of 
its working is gained. The Parliament has by law, to 
determine the manner in which the proceeds should be 
assigned to the States. It seems rather sanguinary to 

?Q?f C KK a Te f e $L°L Rs - 1 crore fr om this source during 
1954-55 and 1955-56 as the cases coming under assess¬ 
ment will be comparatively limited because of the 

the S State COn ° mlC condition of the bulk of Population in 

(iii) Agricultural Income-tax.— The additional revenue 
anticipated by the Commission from this source 
1 ? R |-„ 1 . cr °£ e - Dae to the slump in the tea market and 
the fall in the prices of other agricultural products there 
is actually a steady fall in revenue under this item. 

(iv) Betterment levies etc. —A committee was consti- 
by the State to consider measures to tap this source 
Their report is under consideration. A revenue of Rs. 6 
lakhs has been anticipated from this source in the 
current year’s budget. The estimate of Rs. 2 crores is 
over-pitched, as this levy may not yield much in this 
State as it has very few major irrigation schemes. 

(v) Avoidance of loss by extension of Prohibition.—It 
needs no explanation that this will not yield any addi¬ 
tional revenue. The State has not extended the dry area 
during the Plan period. 

(vi) Forests.— The extra revenue anticipated from this 
source is Rs. 1 • 50 crores or Rs. 30 lakhs per year This 
antnupation was almost realised in the year 1951-52 when 
the actual revenue reached the peak figure of 184 lakhe 
against the Budget Estimate of 155 lakte But to s 5 S£ 
quent years it has fallen by about Rs. 20 lakhsto 
Rs. 165 lakhs. Owmg to the attractive prices of 






*75 


S 


* 



timber which prevailed in the world market dur¬ 
ing the past several years and due to the 1 necessity 
during the past several years and due to the necessity 
for bringing larger areas under the plough, there has 
been a denudation of forest Wealth on an intensive 
scale in recent years. The Forests cannot stand any more 
accelerated exploitation. 

(vii) Miscellaneous including minerals .—The extra 
revenue anticipated from this item is Rs. 1 • 80 crores or 
Rs. 36 lakhs per year. This estimate also is over-pitched. 

It is thus impossible to augment the current revenues 
to the extent anticipated by the Planning Commission. 
As a matter of fact, the revenues as a whole, have shown 
a tendency to fall since 1951-52. The reasons are not 
far to seek. The break in the Korean War boom has 
crippled the resources of the public. Added to this came 
the Supreme Court Judgment limiting the scope of 
Sales-tax assessment. These two major factors have 
seriously affected the revenues of the State. 

Coming to reduction of non-development expenditure, 
it has to be pointed out that the scope in this direction 
is very limited. All possible retrenchments in travelling 
allowances, contingencies, Supplies and Services and the 
like have been effected. But the yield from this source 
is comparatively small. Economy in non-development 
expenditure can hardly be counted to provide where¬ 
withal to any appreciable extent for financing the Plan. 


Now the State has come, to the end of the tether in 
respect of her resources for maintaining the progress 
and completing the Plan within the quinquennium 
1951-56. In spite of the determined endeavour that will 
no doubt be made by more intensive collection measures 
and by greater ecoonmy in expenditure to cover the 
gap, this Government may not by themselves be able 
to succeed in filling up the gap unless the Centre come 
forward to render financial assistance on a larger scale. 
The Centre has accordingly been requested to raise their 
contribution to the State’s Five Year Plan from Rs. 7 to 
Rs. 9 crores. 

The Trend of Revenues 

A. Travancore 

During the pre-war years the revenues of the Travan¬ 
core State ranged between Rs. 235 lakhs in 1932-33 and 
Rs. 254 lakhs in 1938-39. The inflation caused by the 
war swelled the revenues of the State considerably 
and at the end of the war that is, by 1946-47 the re¬ 
venues had almost trebled. During the two succeeding 
years when Travancore continued as a separate State, 
there was a further increase in revenue. The revenue 
collected in 1123 (1947-48) amounted to Rs. 905 lairhc 
During the course of the fifteen years from 1932-33, the 
revenue had increased by about four times. 

B. Cochin 


2. Loans from the Public. 

It was anticipated that during the five-year period, 
the State would be able to raise a loan of Rs. 2 crores 
from the public. The State floated a 4 per cent. Develop¬ 
ment Loan of Rs. 3 crores in July 1953, which was fully 
subscribed for. The proceeds of the loan will be utilised 
for repaying the liability of the State in the 3 per cent. 
Travancore Loan. 1952-54 viz., Rs. 2-60 crores. The net 
cash proceeds will thus be only Rs. 0-40 crores. This 
will, however, be supplemented by the release of securi¬ 
ties worth Rs. 12 crores invested in Sinking Fund against 
the above loan, thereby producing a net total of Rs. 1-6 
crores as against the receipt of Rs. 2 crores anticipated 
in the Plan. 

3. Central assistance. 

The Central assistance to the State scheme has been 
assumed at Rs. 7 crores. Up to the end of 1952-53 the 
State received an amount of Rs. 10 lakhs. For the current 
year the Government of India has promised to give a 
loan of Rs. 2 • 25 crores to this State out of which a sum 
of Rs. 1 crore has been received. 


The gap 

From the foregoing review of the resources for financ¬ 
ing the Five Year Plan in the State, it is evident that 
the gap originally fixed at Rs. 2 crores will be much 
larger. The actual size of the gap, will be of the order 
of Rs. 7 crores. 

If the gap is not effectively bridged the achievement 
of the Plan in the State will be jeopardised. In her 
enthusiasm to keep abreast of the rest of the country in 
this great national endeavour the State has really over- 
teamed her resources. In spite of the most careful hus- 
banding of resources, the ways and means position 
continues to cause anxiety. The volume of State trading 
in food grains alone is of the order of Rs. 20 to 25 crores 
per annum. The food situation has not, yet improved to 
such an extent as to stop once for all the drain conse¬ 
quent on subsidised food supply in the State. The ca«h 
balance has been steadily dwindling as will be seen from 
the following figures: — 

Rs. 

Opening balance—1951-53 Accounts . . 51i3.7a.481 

Closing balance.3,13,38,000 

Closing balance Revised Estimate of 1953-53 . 3^47,89*000 

Opening balance—Budget estimate of 1953-54 • 3,47,89,000 

Closing balance— Budget estimate of 1953-54 1,83,97,000 


The pre-war revenues of the Cochin State ranged 
between Rs. 106 and 110 lakhs. During the war period, 
especially towards the end, there was a steep rise in 
revenues. In 1945-46 the State realised a revenue of 
Rs. 335 lakhs. The boom continued in the two succeed¬ 
ing years also. In the course of fifteen years from 1932-33 
the revenues of the State increased fourfold. 

C. Travancore-Cochin State before Federal Financial 
Integration 

In 1947-48, the year preceding the integration of 
Travancore and Cochin the revenues of the two States 
together amounted to Rs. 1310 lakhs. In the year 1948-49 
the revenue amounted to only Rs. 1378 lakhs. The next 
budget (1949-50) was only for 7 1/2 months. The re¬ 
venues of the year therefore amounted to only Rs 924 
lakhs. But the proportionate figure for 12 months will 
be Rs. 1478 lakhs which is the highest so far on record. 

D. Travancore-Cochin State after Federal Financial 
Integration 

As already explained, the entire structure of the 
Budget changed with the federal financial integration. 
Some of the most important sources of revenue of the 
State such as Income-tax, Customs and Central Excise 
were taken over by the Centre. At the same time the 
State became entitled to Central grants-in-aid and 
subsidies, besides a guaranteed amount towards the 
federal revenue gap. The revenue, however, continued 
to rise as may be seen from the statement below :— 

„ Revenue 

Y «" (Rs. in lakhs) 

I950-5 1 • • • • , • • *399 ’*4 

* 951-53 . . .. . . . . 1790-64 

* 953-53 (Revised Estimate) .... 1673 -oi 

*953-54 (Budget Estimate) .... 1713.87 

Composition of Revenue 

The revenues of the State can be broadly oiaaaiflnH 
into three groups, viz., Principal Heads of Revenue, other 
State sources and grants-in-aid, etc., from the Union 
Government. The following statement shows the revenues 
for the last three years classified into the above groups 
and also the percentage each, group bears to the total 
revenues. 





Per capita Revenue 


Incidence of fax in Part A and Part B States 


The revenue of the State for 195.3-54 from all sources 
works out to Rs. 18-5 per head- A comparative statement 
showing the per capita revenue for the several Part A 
and Part B States is given below: — 


Name of State 



Total Re¬ 
venue 
(in lakhs of 
Rupees). 

per capita 
revenue. 
Rs. 

Assam . 




i3»oi 

14-4 

Bihar . 




33.oo 

8-2 

Bombay 




67,84 

18-9 

Madhya Pradesh 




25 .° 6 

u -8 

Madras 




65,75 

11 -8 

Orissa . 




13.57 

9-3 

Punjab 




19,74 

15 6 

Uttar Pradesh 

. 



74,38 

11,8 

West Bengal 




38,16 

i5-4 

Hyderabad . 




.. 28,02 

15-0 

Madhya Bharat 




14,30 

18 -o 

Mysore 




20,62 

22 -7 

Pepsu . 

• 



6,35 

18-2 

Rajasthan 

. 


• 

19,44 

12 -7 


The table below gives the per capita tax revenue in 
the several Part A and Part B States according to the 
Budget Estimates of 1953-54. 

Amount of Per capita 


Name of State tax revenue tax revenue 


Assam . 




(Rs. in lakhs) 

685 . - 

Rs. 

7-6 

Bihar . 




2244 

§-6 

Bombay 




4920 

13-7 

Madhya Pradesh . 




1657 

7-8 

Madras 




4919 

8-6 

Orissa . . . 




790 

5 4 

Punjab 




. 1106 

8*8 

Uttar Pradesh 




5087 

8 -o 

West Bengal . 




3029 

12 -S 

Hyderabad . 




2258 

121 

Madhya Bharat 




940 

II -8 

Mysore 




554 

6 -i 

Pepsu . 




448 

12 -8 

Rajasthan 

• 

• 

• 

1415 

9-2 

Saurashtra . 

• 

• 


417 

10 *2 

Travancore-Cochin 




. 8 n 

87 


Saurashtra , 
Travancore-Cochin 


9.4® 

I 7> 1 4 


aa -8 
18 •5 


It will be noted that the per capita revenue of the 
State is higher than that of twelve of the other States, 
while it is lower than that of only three. 


Relative significance of Tax and non-tax revenues 

The total revenue of Rs. 1,714 lakhs for 1953-54 can 
he split up into tax revenue and non-tax revenue as 
follows : — 

Amount Percentage 
(Rs. in lakhs) of total 
revenue 


While the incidence of revenues as a whole per head 
of population in Travancore-Cochin is lower than that 
of only three of the States in India, the incidence of 
tax revenue alone is lower than that of eight other States. 
This is due to the fact that the State with its limited 
area supports a disproportionately vast population. 

The following table gives the per capita incidence of 
some of the Principal items of tax in the Part B States: — 


Name of (State 


Tax Revenue 
Non-tax Revenue . 


8,11 

9,03 


47-3 
5* ‘7 


The several items of the tax revenue and the per¬ 
centage each bears to the total revenue of the State is 
shown in the table below: — 

Amount Percentage 
Name of tax (Rs, in to total re- 

lakhs) venue 



Land 

Revenue 

Sales- 

tax 

Excise 

Hyderabad . 

27 

I *1 

5-6 

Madhya Bharat 

4-3 

17 

2 -8 

Mysore 

1 3 

I *1 

1 -9 

Pepsu . . . 

3 7 

i-3 

5-o 

Rajasthan . 

2-8 

•• 

2-3 

Saurashtra . 

6-8 

i-4 

0 *2 

Travancore-Cochin 

09 

2-3 

2-6 


Agricultural Income-tax 

V 

- 

75 

4-38 

Land Revenue . . 

• 


87 

5-08 

Sales -tax .... 



212 

12-37 

Excise . 



240 

14’00 

Stamps .... 



90 

5-25 

Registration 



28 

I *70 

Motor Vehicles Taxation 



65 

3 *80 

Electricity duties . 

• 


2 

0 *12 

Other items (tobacco tax) 

. 

. 

12 

0 *70 


Per capita incidence in rupees of 


03 
°-5 
°-5 

0-4 
o-5 
1 -o 

It will be noted that the incidence of Sales-tax and 
Stamps is heaviest in this State. The incidence of Land 
Revenue is the lightest in this State on account of the 
introduction of basic tax at a uniform low rate in Travan- 
core. The incidence of Excise revenue is somewhat 
light, though not the lightest on account of the partial 
introduction of prohibition. 

Non-tax Revenue 

The main items which comprise the non-tax revenue 
of Rs. 903 lakhs for the year 1953-54 are the following: — 

Amount Percentage 
(Rs. in to total ' 
lakhs) revenue 


Description of Revenue 

Forest. 

Irrigation .... 
Civil Administration 
Industries .... 
Electricity Schemes (net receipts) 


165 

7 

82 

47 

65 


9-6 

0-4 

4-8 

a 7 
3-8 


In spite of the introduction of prohibition in 12 out 
of the thirty-six taluks of the State, Excise revenue 
constitutes the largest single item of tax revenue of the 
State and it forms 14 per cent of the total revenue. 
Sales-tax which forms 12-37 per cent of the revenues 
comes next and it is followed by Stamps which contri¬ 
butes 5 • 25 per cent Land Revenue which once used to 
be the mainstay of the Government now occupies only 
the fourth place. 


State Transport (net receipt) . 

9 

o-5 

Civil Works. 

72 

4-2 

Grants-in aid from the Centre including 
share of divisible taxes 

394 

23 -o 

Other items. 

62 

3-6 

















The Finanee Commissien 

At this juncture it would be pertinent to make men¬ 
tion of the effects of the recommendations of the Finance 
Commission on the revenues of the State. 

The Finance Commission has recommended that this 
Government are to.receive 25 per cent, of the divisible 
pool of income tax and 2-68 per cent, of the divisible 
pool of Union duties of excise on certain specified com¬ 
modities, viz., tobacco, matches and vegetable products. 
It is however provided in the federal financial integra¬ 
tion agreement, and it has been reiterated in the report 
of the Finance Commission that should the amount pro¬ 
vided under the agreement in any of the ten years during 
which the agreement is to be in force be larger than 
the State’s share of the divisible pool, then it is the 
amount under the agreement that the State should get. 
The amounts fixed under the agreement will be larger 
than the share of the divisible pool Axed by the Finance 
Commission for the next few years. But if in any year 
the share of the divisible pool happens to go above 
the amount provided under the agreement, the State 
has the right to claim this higher amount. 


taxation, both State and local. Prior to the introduction 
of this system of taxation, tolls were collected by the 
Public Works Department for the use of main central 
and branch roads and Municipal tolls were collected by 
Municipalities for the use of road in Municipal towns. 
The collection from Public Works Department tolls 
.ranged between Rs. 6 and 7 lakhs per annum and the 
Municipalities were collecting Rs. 1 ■ 5 lakhs per annum. 
Rates were enhanced by 50 per cent, from 17th August 
1040. The revenue under this item for 1953-54 is esti¬ 
mated at Rs. 65 lakhs. 

(x) Income-tax .—Following the example of British 
India, Excess Profits Tax was introduced in both the 
erstwhile States. The rates of income-tax were also 
enhanced from time to time. At the time of integration 
of the two States, the rates of income-tax in Cochin were 
almost equal to the Government of India rates. The 
rates prevalent in Travancore were lower. After the 
integration the rates were raised and made equal to 
the Government of India rates. 

Future prospects 


The Finance Commission has also recommended that 
for a period of five years from 1952-53 an annual grant 
of Rs. 45 lakhs should be given to the State by way of 
grant-in-aid under Article 275 (1) of the Constitution. 

Introduction of new taxes and alteration of rates 

Efforts have been made from time to time to increase 
the tax revenue both as a measure for countering in¬ 
flation and for augmenting the resources of the Govern¬ 
ment. The main items are mentioned below: 

. (1) Sales-tax. —Sales-tax was introduced in Cochin in 

1946 and . in Travancore in 1949 mainly to compensate 
for the loss of revenue on account of the introduction of 
prohibition. In the year 1124 (1948-49) the revenue from 
this source was about Rs. 53 lakhs. The sales-tax laws 
of the two erstwhile States were unified in 1950. Tfhe 
revenue from Sales-tax at present is about Rs. 212 lakhs. • 

(ii) Agricultural Income-tax .—Agricultural Income-tax 
was introduced in Travancore in 1943. In that year this 
item produced a revenue of Rs. 17 lakhs. In Cochin the 
tax was introduced in 1946. This measure was prompted 
by the abnormal rise in the prices of agricultural pro- 
duce. This had also significance as an anti-irifiationarv 
measure. Combined with the basic land tax in Travan¬ 
core, this tax has introduced the element of progression 
m the incidence of tax on land. A unified Agricultural 
Income-tax Act was brought into force from 1st April 
1951. The revenue realised from this source at present 
is about Rs. 75 lakhs. 

(iii) Stamps .—Different enactments with different rates 
were prevailing in Travancore and Cochin. The rates in 
Cochin were almost double the rates in Travancore. 
After the integration of the two States a common Act 
was brought into force in 1949. The receipt which stood 
at Rs. 45 lakhs before the enactment of the common Act 
have thereafter risen to Rs. 90 lakhs. 

(tv) Court fees.—-The rates of court fees were also 
higher in Cochin. The higher rates were adopted for the 
integrated State in 1949. 


In view of the radical changes that have taken place 
m the composition of revenues a comparative study 
of the present day revenues with those of the pre- 
integration period is wot possible. After the Federal 
Financial Integration, grants-in-aid from the Centre 
which constitutes 23 per cent, of the revenues has be¬ 
come the most important item on the revenue side. This 
however, includes the State’s share of divisible taxes, 
viz., Income-tax and Union Excise Duties estimated by 
the Finance Commission at Rs. 180 lakhs. If this amount 
is excluded from the total grant-in-aid of Rs. 394 lakhs, 
the balance which represents grants-in-aid from the 
Centre will work out to only 12 per cent, of the total 
revenues. 

It is difficult to forecast the revenue that will be 
realised by the State in the coming years with any degree 
of accuracy. Ladd Revenue Should be considered to be 
static. The revenue from Agricultural Income-tax direct¬ 
ly depends upon the prices of agricultural products. 
However, by accelerating .the measures for assessment 
and collection etc., it would be possible to realise an 
annual revenue of Rs. 1 crore under this head. The 
rates of Stamp duty were raised recently and conse- 
. quently there has been a substantial increase of revenue 
under the item. The rates being already very high there 
is no prospect of any higher yield in the immediate 
future. THe rate of tax on motor vehicles is also compara- 
tively high in this State arid there is no scope for a 
further increase in the near future. Sales-tax is perhaps 
the only elastic item of State taxation. Even under this 
item there is a set back due to the restrictions in taxa- 
mter-State trade. Augmentation of the resources 
of the State can also be anticipated from new taxes 
such as Estate Duty and Betterment levies. The ant-mqi 
yield from Estate Duty depends upon so many uncer¬ 
tainties and the Government of India have riot so far 
hazarded even a rough estimate. The Betterment Levy 
Committee constituted by the State has estimated that 
a sum of Rs. 160 lakhs can be realised from this source 
over a period of 20 years. They have also estimated 
an annual revenue of Rs. 9 lakhs from irrigation cess. 
The revenues can also be supplemented by the expansion 
of commercial undertakings. 


(u> Registration fees .-—Before integration different 
rates prevailed in, Travancore and Cochin. After the 
integration, the Cochin rates which were higher were 
adppted for the integrated State. 

(oi) Land Revenue .—The Travancore and Cochin 
State had their own systems of assessments to land tax. 
Basic tax at 1/4 chuckram or 4 cash (Travancore 
currency) per cent of land was introduced in Travancore 
m 1945 and thus the State did away with all complicated 
systems which prevailed before. This rate of 4 cash 
per cent, was enhanced to 3 pies (about 7 cash) per cent, 
in 1950-51. The question of extending this reform to the 
Cochin area is under consideration of the Government. 
The receipts under Land Revenue for the two States 
together in 1949 were about Rs. 47 lakhs. The present 
receipts from Land Revenue (excluding Rs. 15 lakhs on 
account of Royalties on mineral sands newly brought 
under this head) is about Rs. 72 lakhs. 

A £ ^ctrtcty dutw.—The duty was introduced by 
■i j .1950. The rate is 9 pies per unit of electricity 
sold by private licensees at a price of more than 2 annas 
per unit. The receipts anticipated, in 1953-54 amount to 
Rs. 1-5 lakhs. 

(viii) Excise .—The license fees for foreign liquor shops 
were raised by 100 per cent, in 1950-51 with the object 
of reducing, consumption and increasing revenue. 

(ix) Vehicle taxes .—Motor vehicle and non-motor 
vehicle taxes were introduced in Travancore in 1946 and 
in Cochin in 1947, cancelling all other forms of vehicle 


A*** luuiuwice or taxes in the State is already heavier 
than m many other States. It is, however, hoped that 
the yield from taxes will generally increase with the 
increase in the tempo of economic activity consequent 
upon development. But these increased yields are likely 
mor T ! Post-Plan Period than the imme- 

dliite _ future-. It is, however, very doubtful whether the 
increase m the resources Will be commensurate with the 
vast development expenditure. 

Fiscal Legislation 

artfnni Pt° ce dUre to be followed by Part B States in 
thi 8 rv!«L?? a , t . ters ^ contained in Articles 202 to 207 of 
the reaflwith Art. 238. Under Article 202 (1) 

sh ? 11 cause the Annual Financial Stated 
meht m respect of every year to be laid'before the 
Lfgisiature Of the State. Under Art. 202 (2) the estimates 
tnre eha^rfsparately the sums required to meet experidi- 
ture charged upon the Consolidated Fund and other 
expenditure and shall distinguish expenditure on revenue 
t °lh er expenditure. Under Art. 203 (1) the 

Legislature is not empowered to vote on charged items 

203 f 3 V^t^thT Pet !i nt t0 , di f cUSs estimates. Art.’ 
203 (3) says that no demand for a grant shall be made 

except on the recommendation of the Raioramukh. 
Article 204 lays down the procedure for enacting the 
Appropriation Act which forms the legal authority tor' 
the withdrawal of money from the Consolidated Fund. 

The presentation of the Budget is followed by a general 
discussion in the Legislature; This discussion is a fSteraV 
°?e rtlafing to policy involving a review and criUcS 
of the administration and ventilation of public grievances 


Alter the general discussion the estimates are submitted 
in the form of demands for grants. The House has the 
power to assent to the demand or refuse or reduce it. 

It follows that the House has no power to increase it. 

At the next stage, the Appropriation Bill is introduced 
in the Assembly and money can be withdrawn from the 
Consolidated Fund only under authorisation by an 
Appropriation Act. The Appropriation Act is a new 
procedure introduced by the Constitution following the 
English practice. Under the Government of India Act 
1935, the authenticated schedule of Grants was the only 
legal authority. 

The Finance Act 

The Government of India usually embodies the new 
taxation proposals in a Bill which is passed as the 
ann ual Finance Act. There is no such practice in this 
State. But some of the other States obtain Legislative 
sanction for their taxation measures through a Finance 
Act. For instance the Finance Act of the Bombay Govern¬ 
ment (Act II of 1932 as amended from time to time) 
provides for various taxation measures such as to levy 
a duty on consumption of electrical energy, to amend 
the Court Fees Act and the Stamp Act, to levy urban 
immovable property tax, to levy a tax on advertisements 
in newspapers, to amend the Entertainment Duty Act 
and the Bombay Betting Act. This procedure is not seen 
adopted by all States. This Government have not felt 
the need for an annual Finance Act in the State and have 
no suggestion to make in the matter of improvement of 
fiscal legislation. 

Administration of the Tax system 

Under the Rules of Business of the State Government, 
all proposals for the imposition of a new tax or any 
change in the method of assessment or the pitch of any 
existing tax or land revenue or irrigation rate have to 
be brought before the Council of Ministers. The Finance 
Department has been specially charged with the func¬ 
tion of examining and reporting on all proposals for 
the imposition, increase, reduction or abolition of taxes, 
duties, cesses or fees. 

The Board of Revenue exercises direct control over 
some of the most important items of tax. The Board 
functions as the Head of Department for Land Revenue, 
Excise, Agricultural Income-tax, and Sales Tax. The 
other taxes are administered by separate Heads of 
Departments. The original assessment is made by officers 
who have been empowered in this behalf by Statutes. 
Appeal and revision are usually to the Appellate Autho¬ 
rity prescribed under each Act who are generally exe¬ 
cutive officers. But in the case of Agricultural Income-tax 
there is provision for appeal to a Judicial Tribunal and 
questions of law can also be referred to the High Court. 
Under Stamps the adjudicating authority is the District 
Collector, who can if necessary, refer the case for orders 
of the Government. There is also provision for reference 
to the High Court if the Government deem it necessary. 
For Vehicle Tax there is no specific provision in the rules 
for appeals and revision. This power is, however, exer¬ 
cised by the Inspector General of Police as Head of 
Department. 

The collection of tax is attended to by the 
different departments administering the respective 
taxes. Thus Land Revenue is collected through 
the Village Officers, Excise Revenue through the 
Excise and Land Revenue Departments, Sales Tax 
and Agricultural Income-tax through the assessing 
officers of the Department and Vehicle Tax through the 
Police Department. Stamp Revenue is a self-collecting 
tax. Arrears are usually collected through the Land Reve¬ 
nue Department under the Revenue Recovery Act. These 
arrangements are considered to be generally satisfactory 
expect in the case of Vehicle Tax in respect of which there 
is a proposal to divest the police officers of their Tax 
collecting function. The cost of collection is kept at the 
minimum. One of the fundamental canons of taxation 
enunciated by Adam Smith, viz. “Every tax ought to be 
so contrived as both to take out and keep out of the 
pockets of the people as little as possible over and above 
what it brings into the public treasury of the State” is 
given due respect. The following table gives the per¬ 
centage which the cost of collection of the principal 
taxes bears to the amount of the tax collected according 
to the Budget Estimate of 1953-54: 

Percentage of 

Name of tax the cost of col- 1 

lection to reve¬ 
nue 

Agricultural Income-tax . . . 3-12 

Land Revenue . . . . 24-76 

Sales-tax. 2-22 

Excise ........ 6 -70 

Vehicle tax . 4-54 

Satmps . 3-76 


The cost of collection is reasonably low in the case 
of all the taxes except Excise and Land Revenue. The 
relatively higher percentage in the case of Excise is 
due to the loss of revenue on account of the introduction 
of prohibition in some parts of the State and the cost 
incurred for enforcing prohibition. In the case of Land 
Revenue the cost is still higher. But the whole cost does 
not represent the cost of collection. A large part of the 
expenditure is incurred for the maintenance of Survey 
and Land Records. Moreover the Land Revenue Depart¬ 
ment is the residual legatee of all Government business 
and this factor also contributes to the high cost of 
Land Revenue administration. On the whole the cost of 
administration of taxes in this State should be considered 
to be reasonable. 

Tax Evasion and Tax Avoidance 

In his recent report on the survey of Public Adminis¬ 
tration in India, Mr. Paul, H. Appleby, Consultant in 
Public Administration, Ford Foundation, has observed 
as follows: 

“.Under present conditions both the Centre 

and the States are failing to collect much too large a 
proportion of taxes that under existing laws should be 
collected.” This is a serious state of affairs and 'has to 
to deny that this failure to collect some of the important 
taxes may amount to even 15 per cent, of what is 
collected”. This is a serious state of affairs and has to 
be remedied by eradicating the contributory causes. So 
far as this Government are concerned, the existence of 
a pocket like Fort Cochin situated at the mouth of the 
Cochin Harbour is resulting in considerable leakage of 
revenue. Surrounded on the one side by the sea and 
the other three sides by the Travancore-Cochin State, 
this enclave gives ample scope to the smugglers who 
avoid payment of tax very successfully. The population • 
of Fort Cochin is much less than that of Mat'tancherry 
area of the State, but accounts of dealers show that 
disproportionately large business is done in that area 
in respect of consumer goods. The existence of this pocket 
helps the dealers to defraud the State of - the taxes 
legitimately due to it. Due to the prevalence of different 
rates of sales-tax in respect of certain commodities, there 
is a natural tendency among dealers to smuggle goods 
to and from Fort Cochin which forms a part of the 
Madras State. There are no effective means of prevent¬ 
ing this smuggling from one State to another and this 
will continue as long as it is profitable either to the 
consumer or to the dealer. In certain cases the dealers 
open a branch in fictitious names in the adjacent Fort 
Cochin area and goods despatched to the Cochin Harbour 
Terminus Railway station are shown to be taken to the 
Fort Cochin area branch and sold there. This is done , 
to avoid payment of sales-tax at Mattancherry. The 
sales tax authorities have no control or check on trans¬ 
port of goods in Fort Cochin area. Thus sales which 
ought to have taken place within the State are , shown 
to have taken place at Fort Cochin to fictitious persons 
in order to avoid payment of sales tax to the State. 
There is considerable leakage of revenue on this account. 
Again, Article 286 of the Constitution prohibits levy of 
sales-tax on exports and this provision is abused for 
evading tax. The producer generally sells his goods to 
intermediary dealers within the State. The latter, who 
in their turn conduct further sales to exporters at Fort 
Cochin either go underground or discontinue the busi¬ 
ness. The records are manipulated in such a way as to 
show that the producer who is exempt from sales-tax 
under the State law sells his goods inter-state to. an 
exporter at Fort Cochin. This deprives the State of its 
sales-tax revenue, while it brings no corresponding ad¬ 
vantage to the Madras State. If such a pocket were not 
in existence the tax on the sale by the intermediary 
dealer at least would have been available to the State, 
The existence of this pocket at the nerve centre of 
business activity has given facilities for development of 
.bogus paper transactions and large scale evasion of tax. 
This Government would strongly urge that the jurisdic¬ 
tion over the Fort Cochin area should be transferred 
from the Madras State to this State. 

State Taxation vis-a-vis Local Taxation 

The problem of co-ordinating the State and local taxa¬ 
tion does not come up for serious consideration since 
the powers of taxation which the local bodies exercise 
are those conferred by the State by devolution. The 
tax and other resources of the Local Bodies are supple¬ 
mented by Government grants and loans. 

Tax Co-ordination 

(a) Between the States. —Travancore-Cochin State is 
levying a tax on agricultural income-tax. Among Part A 
States, Bihar, West Bengal, Orissa, Assam and Uttar 
Pradesh are levying this tax. Among Part B States, this 
tax is levied by Hyderabad and Travancore-Cochin. The 
collection of a graduated tax on agricultural income is 
well justified both in theory and practice. Theoretically 
there is no reason why income beyond a certain level 
from whatever source it might accrue, should not be 









taxed or a preference should be shown to income from 
agriculture over income from other sources. In practice 
it has been found to be a fertile source of augmenting 
the State’s resources for financing its ever increasing 
responsibilities. But however good and sound a tax may 
be, the tax-payer will always be alert to discover reasons 
to condemn it. The absence of the tax in the neighbour¬ 
ing State of Madras and in some other States has often 
been pointed out by interested parties as a reason for 
condemning its levy in this State. This Government 
would suggest that the Taxation Enquiry Commission 
should recommend this tax for adoption in all the States. 

(b) Relation between Centre and the State—Loss on 
account of abolition of internal customs. —The Federal 
Financial Integration has completely changed the struc- 
ture oi the State finances. Under the old set up Travan- 
core and Cochin enjoyed independent status and the 
fiscal policy and economic structure of the two States 
were moulded on the fashion of sovereign States. No 
doubt, a uniform fiscal and financial system all over 
the country emerged from the integration. But due to 
peculiar circumstances Travancore-Cochin suflered con¬ 
siderable loss of revenue. Both Travancore and Cochin, 
had focussed their attention on the development of the 
Cochin Port. With the integration, Customs which was 
an expanding source of revenue to the States passed on 
to the Centre. Other important elastic sources of revenue 
like Income-tax which the two States had fully develop¬ 
ed were also taken over by the Centre. At the same time 
a number of development services like agriculture, 
industry, irrigation, communications, fisheries and social 
services like education, public health and relief of the 
disabled.which are all expensive and ever-expanding 
were left to the care of the State. The allocation of 
resources has not corresponded with the allocation of 
functions. The Indian States Finances Enquiry Com¬ 
mittee s formula of guaranteeing the federal revenue 
gap for the first five years and of tapering it down over 
the next five years is totally inadequate to maintain the 
progress of the administration. 

The Finance Commission which reviewed the terms 
rw~ ? n< ? fiscal relations between the 

Centre and the State too have not completely taken into 
account the needs and rights of the Travancore-Cochin 
state in the matter of grants and allocations of revenue 
from the Government of India. 

The recommendations of the Finance Commission have 
o a i?f„ e £ S *° m u dl ? a PP°intment to the State. The State had 
i-S*®* t0 t>e given some assistance for the loss of land 
Stated resulted from the integration of the two 

States. The Travancore Government used to collect an 
amount of about Rs. 100 lakhs per year by Way of land 
W # s *u° S o ystem °f land customs in Cochin. 

Stl ° n » the ftates °f Travancore and Cochin 
JYf ® Vu-^ U n ln ftoat a State with land customs had to 
Tn ?£i ltlcally merged with a State without land customs. 

p 0f - 0th ^ r Indlan States, the Indian States 
^ E IV Julry Committee, recommended that for a 
PanH 0 ^ J flVe A years ., they might be allowed to retain 
irinHa A recommendation could not be 

itiade with respect to the State of Travancore-Cochin 
° f *k? f ? ct that Cochin had no land.customs. 
in p° sslble to retain land customs between the 
borders of Travancore and Cochin after the merger of 
the two States. The Ministry of States originaUy advised 

r en i! - to i?? 0 Y e the customs barriers to the 
borders Of Cochin. That experiment was tried for a 

2. n °tol?ction taken by the Central Board 
?n tbe c ? l ec t ] on had to be dropped altogether. 

In these circumstances it would have been fair if a 
grant had been given to this State, at least for a limited 
period, by way of compensation for the loss ofthe 
revenue above mentioned. e 

. The Indian States Finances Enquiry Committee harf 
recognised the. dislocation which the abolition of the 
A« a Pn cast °ms would cause in the finances of the State 

that “the e nra^tTn ° f , rev ? nue they recommended 

tnat the practicability of levying differential rates of 

sales-tax (rates higher than the normal) throughout the 
Travancore-Cochin Union upon articles which are now 
subject to Internal Customs Duties should be investigated 
fP® °^ 6Ct be ' n ? to secura addition sales-tax re^nue 
from these articles to an extent which will substantial]v 
make good the loss resulting from the abolition of these 
duties in Travancore”. Increase in the rates of tax in 
nn S p^ ° f these commodities cannot now be contemplated 

the a ren’tP t the , . E ® sentia l Commodities Act passed by 
the Centre by which goods which have been declared 
essential by the Act and which have not been subject 
to sales-tax cannot be taxed after the Act came i^tn " 

rnnfUtipcPl# mcistmg rates of tax in respect of thes^ com¬ 
modities if taxed anywhere in the States also could not 

m nrid»?nif d i A ? am a11 lu , xur y articles have been subject 
to additional rates even from the very beginninganda 

^ a n g n.P a K b !P n reached where enhancement of these rates 

cannot be thought of on any account. So, the proposal 
to augment the revenue by introducing differentialSpates 
of sales-tax as suggested by the Indian States Francis 
Enquiry Committee is not practical at present nances 


In addition to this, Art. 286 of the Constitution, as 
interpreted by the recent decisions of the Supreme 
Court, has made it impossible for the State to levy Sales- 
tax on articles that are exported from the State. Only 
the State where the goods are delivered for consump¬ 
tion can levy tax on such transactions. Therefore the 
question of taxing export sales is out of question and 
that of introducing preferential rates does not arise. In 
respect of imported goods, of course, the State has the 
right to levy tax. But these are either exempted as 
clarified above or in many cases assessed at higher rates 
being luxury articles. The loss in sales-tax on account 
of this ban against the levy of tax on interstate trans¬ 
action has been estimated at Rs. 66 lakhs at one point. 
The actual loss will be at least double this amount,' viz., 
Rs. 132 lakhs on a fairly modest estimates presuming 
that at least there are two points available in such trans¬ 
actions. 

In order to achieve the object behind the recommenda¬ 
tion of the Indian States Finances Enquiry Committee 
and to compensate for the loss of Sales tax referred to 
above, this Government would suggest that the Centre 
which has the power to collect customs duty may intro¬ 
duce some sort of additional levy, as distinct from sales- 
tax, ou those coTTimodities which axe either exported 
out of or imported into the State, collect them through 
a Central Agency and hand over the amount to the 
State. The rate may be worked out in such a manner as 
to compensate the losses mentioned above. This is the 
only practical solution to enable the State to regain 
the financial equilibrium which was violently disturbed 
by the Federal Financial Integration. 

Central Grants-in-aid 

,, Articles 273 and 275 of the Constitution contemplate 
the transfer of resources from the Centre to States and 
have an important bearing on the Co-ordination of 
Central and State taxation. As such the subject falls 
within the purview of item No. 2 of the Terms of 
Reference to the Taxation Enquiry Commission, viz*, 

To examine, the suitability of the present system 
of taxation—Central, State and Local—with 
reference to (a) the development programme of 
the country and the resources required for it, 

This Government desire to bring to the notice of the 
Commission certain important matters in respect of 
which the existing position is, in the opinion of the 
Government, unsatisfactory and prejudicial to the 
interests of the State. 

1 « 

„ A hc fT e °f Export , Duties.— Under Article 273 of the 
nf° n „ sbtut L on Provided that in lieu of the assignment 
of any share of the net proceeds in each year of the 
SL duty J, ute and i ute products, grants-in-aid 
£ ba ^ d ° n the Consolidated Fund of India shall be 
payable to the States of Assam, Bihar, Orissa and West 
£t ttooRound Table Conference it was contended 
toehalf of these States that a portion at least of the 
export duty on jute should be made available to their 
revenues. It was accordingly provided in the Govern¬ 
ment of India Act, 1935, Section 140(2) that “one half 
° r „, s , u ™. greater proportion as His Majesty in Council 
may determine of the net proceeds in each year of any 
®flpP r L d H ty on 3ute ° r jute products, shall not form 
p £rt 0f , the revenues of the Federation, but shall be 
assigned to the.Provinces.or Federated States in which 
*2 . i s g rown > in proportion to the respective amounts 

bLn Ut ^in°aT^ the ^ n ” “ ls this provision which has 
to? ea re-enacted with some modification in Article 273 
Constitution, the modification made being that 

hp e nr h Jf e • K SS i g £t ble J° these States sha11 be such as may 
be prescribed. The Finance Commission in its report has 
recommended the shares due to these States. Travancore 
and Cochin also had sent delegates to the Round Table 
a * * bat t™ e it was not necessary for 
these States to put forward a similar claim for export 

rubber° n tea UC ptn ar i 1CleS lik | pepper - ginger, cardamom, 
was Se Traya pcore even at that time 

was entiled to those revenues. The political developments 
which took place in India during the years immediately 
preceding the enactment of the Constitution were then 

Cochin 6 wftlf 3 ^ Afte [ T tbe integration of Travancore- 
cochin with the Indian Union, they have a right to get 

5J bare ° f the. export duty on articles which are p?^ 
duced mainly m Travancore-Cochin. In not placing 

^Artide^^nfth” % pa f-* w j- h the. States mentioned 
in Article 273 of the Constitution with respect to the 

Wi? r rdfl es 0D TO etc “ this State has treason! 
able right to complain that justice has not been done to 

. (ii) Grant on account of ‘Merger Finance’. —During the 
fht CU ivr IC,I K the representatives of this State had *with 
0f „ tbe . Iadian States Finances Enquiry 

L he m q a U d e e St |o° n t^ ?SS5 

mittee ra wherein they ray^ Int6rim ReP ° rt ° f the Com * 





“Furthermore, the above scheme should not prejudice 
in any way the rights of the Travancore-Cochm Union 
to submit independently a case for financial assistance 
under Article 255 of the draft Constitution (Art. 275 of 
the Constitution) especially with reference to the initial 
difficulties arising out of the merger of the two States 
as distinct from those arising out of the integration of 
federal finances of the new Union with those of the 
■Government' of India. (It may be mentioned here that 
We have expressly excluded from our purview all such 
problems of ‘merger finance’).” 

This Government presented the case for a Central 
grant on account of the difficulties caused by the merger 
of the States of Travancore and Cochin to the Finance 
Commission. The relevant portion of the Memorandum 
presented to the Commission is extracted below : 

“We shall put in a nutshell as to what is implied in 
the term merger finance. Travancore and Cochin were 
two independent States following their own lines of 
administration. Pay scales for certain categories of 
Government servants were higher in Cochin while with 
respect to certain others they were higher in Travancore. 
For example, primary school teachers in Cochin are on 
the scale of Rs. 30—50, while their compeers in Travan¬ 
core are receiving Rs. 25 per month. Demand is insistent 
and irresistible that these pay scales should be put on 
a uniform basis. There is no question of reducing the 
salary; it is already small. The Travancore teachers 
have to be put at least on Rs. 30-50 for the time being. 
This itself involves an additional expenditure to the tune 
of about Rs. 30 lakhs per year. Graduate teachers in 
Cochin are on the scale of Rs. 30-75 and Rs. 80-125. 
Those in Travancore are on Rs. 50-100, Rs. 125-175 and 
Rs. 175-225. Pay scales have to be made uniform here 
also which again involves an additional expenditure of 
Rs. 3 lakhs. This is only illustrative. The Commission 
may take it that this applies to each and every category 
of Government servants in Travancore and Cochin. 
Integration of services has not been completed mainly 
on account of the additional expenditure involved. We 
were assured during the discussions about Federal 
Financial Integration that this is a matter on which 
assistance by way of grant-in-aid from the Government 
of India would be forthcoming.” 

The representation was not favourably considered by 
the Commission and this caused severe disappointment 
to the State. 

(iii) Grant for Primary Education. —The Finance Com¬ 
mission while it recommended the payment of sums 
rising from Rs. 150 lakhs in 1953-54 to Rs. 300 lakhs in 
1956-57 as grant-in-aid to eight States for the expansion 
of primary education, ignored the case of this State 
on the ground that in this State 9ft -8 per cent of the 
number of children of school-going age is already on 
the rolls. This Government have to confess that the 
remarkable progress achieved by the State in this direc¬ 
tion is partly at the expense of the poorly paid teachers. 
If the scales of pay of the primary teachers in this 
State are enhanced to the level obtaining in the other 
States, the amount now spent on Primary Education will 
be sufficient to impart education only to a much smaller 
number of children. Moreover, due to lack of funds, the 
provision of accommodation and equipment has not kept 
pace with the large increase in the number of children 
seeking admission to schools. As a result, the Govern¬ 
ment have been obliged to compel the teachers to work 
double shift. This is causing discontentment among the 
teachers and is telling upon efficiency. This Government 
feel that they have a strong claim for a grant-in-aid 
from the Centre on this account. 

(iv) Grout for administrative expenses on account of 
the Development of Cochin Port.—' Cochin has now be¬ 
come one of the most important major Ports in India. 
Along with its growth, the cost of administration of the 
surrounding area has greatly- increased. At present the 
Port authorities bear only 42 per cent of the cost of 
the Police Force actually engaged for the security pur¬ 
poses of the Port. But the cost of actual security measures 
within the Port area is only an insignificant item in 
the total increase in the cost of administration. The 
surrounding areas have developed into a busy commer¬ 
cial centre. The facilities afforded by the Port, have led 
to the establishment of a number of industries for miles 
around. One of the results of this development is the 
concentration of a large floating population in the area 
whose welfare is the concern of the State. As a direct 
consequence of the improvement of the Port, the State 
is called upon to bear considerable increase in the cost 
of administration in all directions—food, education, 
health and sanitation, labour welfare, security measures, 
communications, etc. The protective works which involve 
a huge outlay for the prevention of sea erosion at 
Chellanom are as much in the interests of the Port *as 
that of the State. While the entire burden is shouldered 
by the State, the vast revenue from Customs duty 
collected at the Port is appropriated by the Centre. 


This Government would suggest that a percentage of 
the Customs duty collected at the Port should be given 
to the State as a development grant. 

(v) Division of Central Excises. —The distribution of 
Union duties of excise, other than such duties on medi¬ 
cinal and toilet preparation between the Centre and the 
States is governed by Art. 272 of the Constitution which 
lays down as follows: 

“Union duties of excise other than such duties of excise 
on medicinal and toilet preparations as are mentioned 
in the Union List shall be levied and collected by the 
Government of India, but, if Parliament by law so 
provides, there shall be paid out of the Consolidated 
Fund of India to the States to which the law imposing 
the duty extends sums equivalent to the whole or any 
part of the net proceeds of that duty, and those sums 
shall be distributed" among those States in accordance 
with such principles of distribution as may be for¬ 
mulated by such law.” 

The question of distribution of. excise thities was 
examined by the Finance Commission. Most of the States 
had represented that all the excise duties should be 
distributed. This State had suggested that the excise 
duties on the following commodities will admit of distri¬ 
bution : —- 

Motor spirit, 

Kerosene, 

Sugar, 

Matches, 

Tyres, 

Tobacco, 

Vegetable products. 

Coffee, 

Tea, 

Cotton cloth, 

Copra, and 
Rubber. 

The Finance Commission recommended that 40 per cent, 
of the duties on tobacco (including cigarettes, cigars, 
etc.), matches, and vegetable products be allocated to 
the States and distributed on the basis of population. 
This Government hold the view that considering the 
wide gap in the resources of the State for implementing 
the Five Year Plan, the recommendation of the Finance 
Commission does not go far enough both in the matter 
Of items as well as the percentage distributed. To be fair 
to the States, they should be given at least 70 per cent 
of the excise duties collected on the items originally 
suggested by this State. 

Combination of Income-tax and Corporation Tax 

One other matter which this Government would like 
to place before the Commission is about the combination 
of Corporation Tax and Income-tax. The Sarkar Com¬ 
mittee appointed by the Constituent Assembly had 
recommended that the Provinces should receive not less 
than 60 per cent from the divisible pool of Income-tax 
including Corporation Tax and taxes on federal emolu¬ 
ments. Article 270 of the Constitution contemplates the 
distribution of only Income-tax and not Corporation 
Tax. This Government would urge that it would only be 
fair if the States are given a share of the Corporation 
tax paid by the Companies and would suggest that the 
Corporation Tax and the Income-tax may be combined 
into a single tax on income. 

Exemption from payment of Customs Duty on Stores 
imported for Government 

Prior to Federal Financial integration, i.e., 1st April 
1950, all stores imported for the use of this Government 
through the Ports of Alleppey and Trivandrum used 
to be admitted free of customs duty. From 1st Apnl 1950 
however, the Customs authorities started: realising 
customs duty on all Government imports. As payments 
on this account constituted a heavy drain on the resources 
of this Government and as this; item of expenditure has 
not been taken into account at the time of the financial 
integration, the constitutional position in regard to the 
liability to duty of imports made by this Government 
was examined. 

Article 289 of the Constitution which is- the article 
relevant to the issue reads as follows: — 

“(1) The property- and income of State shall be 
exempt from Union taxation. 

(2) Nothing in Clause (1) shall prevent the Union 
from imposing, or authorising the imposition 
of, any tax to such extent, if any, as Parliament 
may by law provide in respect of a trade or 
business of any kind carried on by, or on behalf 
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of, the Government of a State, or any opera¬ 
tions connected therewith, or any property used 
or occupied for the purposes of such trade or 
business, or any income accruing or arising in 
connection therewith. 

(3) Nothing in clause (2) shall apply to any trade 
or business, or to any class of trade or business, 
which Parliament may by law declare to be 
incidental to the ordinary functions of Govern¬ 
ment.” 


According to clause (i) of the above Article, customs 
duty which is a Union tax is not payable on stores 
imported by this Government through any of the Indian 
Ports, as such goods on landing, become State property. 
On this basis, the Central Government was requested 
to instruct the Customs authorities that all consignments 
of stores imported by or on behalf of this Government 
which arrived at tne Port of Alleppey before 1st April 
1950 but which could be cleared only on or after that 
date, may be specifically exempted from customs 
duty in accordance with the previous practice and 

that all imports for the use of this Government 
through any Indian Port after 1st April 1950 
may be admitted free of customs duty under 

Article 289 (i) of the Constitution. After a good 
deal of correspondence, the Central Government finally 
conceded the point that under Article 289 (i) of the 
Constitution, goods imported by Government, being State 
property, are not liable to customs duty; but this was 
done only after passing the enactment contemplated 
in Article-289 (ii) of the Constitution. By this enactment 
the Sea Customs Act, was amended on 27th August 1951 
bringing within its scope goods imported by Part A or 
Part B States and used for the purposes of trade or 
business of any kind carried on by, or on behalf of that 
Government, or of any operations connected with such 
trade or business. 


The question then arose as to what activities of 
Government come under the definition “trade or busi¬ 
ness” contemplated in the Constitution and Amending 
Act. As a result of correspondence on this point, the 
Finance Ministry of the Central Government has sent 
a directive to the Collector of Customs, Madras conced¬ 
ing that the Constitution does not permit the imposition 
of any tax on property belonging to the Government of 
a State, but taking away the major portion of the bene¬ 
fit conferred by Article 289 (i). 


According to the Finance Ministry, the workable rule 
to determine whether any activity is in respect of a 
trade or business would be whether it is the ultimate 
intention of the Government to sell for pri'cd any 
commodity with the production of which such activity 
is associated. Accordingly, they consider that if the 
object of an irrigation project or a hydro-electric under¬ 
taking is to supply to the public water or electricity at 
a price to be charged, all goods imported in connection 
with that project or undertaking would be taxable. The 
Finance Ministry further holds the view that the ques¬ 
tion whether the relevant activities are in fact inci¬ 
dental to the ordinary functions of Government would 
be irrelevant and that it would be for Parliament to 
declare by law under Clause 3 of Article 289 that any 
such trade or business is incidental to the ordinary 
functions of Government and it is only on such declara¬ 
tion and not until then,.that goods connected with such 
declared trade or business fall outside the scope of the 
Sea Customs Act. 


Most of the stores imported by this Government are 
in one way or other connected with hydro-electric or 
irrigation projects and as such, the acceptance of the 
above interpretation would almost nullify the benefit 
this Government stand to derive from the exemption 
from duty under Article 289 (i) of the Constitution. 


This Government are of the view that the Central 
Government’s interpretation cannot be accepted in toto 
as there may be many instances of Governmental acti¬ 
vities partaking of the nature of a trade or business 
which are really the normal and ordinary functions of 
Government calculated to provide better amenities of 
life to the citizens as a whole. They also hold the view 
that the provision in the Sea Customs Act as amended 
by Act XIV of 1951 does not appear to have sufficient 
authority to operate as an exception to the exemp¬ 
tion granted under Art. 289 (i) of the Constitution, as, 
being a saving to an exemption clause, the trade or 
business in respect of which taxes are to be levied have 
k to be specified by Parliament. 


This Government would suggest that a declaration 
should be made in unmistakable terms that stores im¬ 
ported by the States for any purpose whatsoever will 
be exempt from taxation by the Central Government. 


Conclusion 

In conclusion this Government would earnestly urge 
upon the Commission that in making their recommenda¬ 
tions regarding the suitability of the present system of 
taxation—Central, State and Local—with reference to 
the development programme of the country, they should 
take into account the needs of the States, the vast res¬ 
ponsibilities they are called upon to shoulder and the 
limited resources which are placed at their disposal by 
the Constitution. It is hoped that the Commission will 
make suitable recommendations for improving the situa¬ 
tion, even by amending the Constitution, if necessanr, 
so as to enable the States to fulfil their functions satis¬ 
factorily. 

Statement of Revenue and Expenditure for the Prewar 
(1108 to 1114 M. E„), War (1115 to 1121 M.E.) and 
Postwar (1122 M. E. to 1952-53) periods. 


Year 


Revenue 

Expendi¬ 

ture 

Surplus + 
or 

Deficit — 

1108 

(1932-33) 

Travancore 

Cochin 

Pre-war Period 

234 82 

>05 57 

227-91 
82 -29 

+6-91 

+23-28 



34°39 

310-20 

+30-19 

1109 

Travancore 

234-27 

240 04 

—5 77 

( 1933 - 34 ) 

Cochin 

75 33 

90-43 

—15-10 



309-60 

330 47 

—20-87 

iiio 

Travancore 

227 *02 

231-47 

“ 4-45 

0 934-35) 

Cochin 

97 ' 4 > 

96-84 

+057 



324 43 

328-31 

-3-88 

mi 

Travancore 

231-88 

235 94 

Si— 4 -o 6 

(>935-36) 

Cochin 

99 48 

IOO 44 

—0-96 



33 > 36 

336-38 

—502 

1112 

Travancore 

256-4* 

253-62 

+2-79 

(>936-37) 

Cochin 

IOI-01 

102 17 

-1 l6 



357-42 

355 79 

+ 1.63 

n *3 

Travancore 

249- 60 

251-32 

—1-72 

( 1937 - 38 ) 

Cochin 

*05-36 

*°5 *5 

+ 0-21 

rnStm 

354 96 

356-47 

— 1 - 5 * 

1114 

Travancore 

253-82 

255-86 

—2 -04 

(1938-39) 

Cochin 

110-23 

108-41 

+ 1-82 



364-05 

364-27 

—0-22 



War Period 



1115 

Travancore 

267-75 268-32 

- 0-57 

(1939-40) 

Cochin 

112-69 

109-91 

+2-78 



380-44 

378-23 

+ 2-21 

11x6 

Travancore 

276-79 

270-16 

+ 663 

(1940-4*) 

Cochin 

121-46 

i* 9-42 

+2 04 



398-25 

389-58 

+8-67 

1117 

Travancore 

3 * 4-52 

276-19 

+ 38 . 33 * 

(1941-42) 

Cochin 

* 32'75 

128-99 

+ 3-76 



447-27 

00 

t 

+ 42-09 

1118 

Travancore 

398-08 

294-88 

+ 103-20* 

(1942-43) 

. Cochin 

170-60 

164-38 

+6-22 



568-68 

459-26 

+109-42 



Statement of Revenue and Expenditure for the Prewar 
(1108 to 1114 M. £.), War (1115 to 1121 M. E.) and 
Postwar (1122 M. E. to 1952-53) periods —(contd.) 


Year 


Revenue Expendi* 
ture 

Surplus+ 

or 

Deficit— 


War Period — contd. 



1119 

Travancore 

506• 11 

366-20 +139-91* 

(1943-44) 

Cochin 

216-63 

, 207-76 

+8-87 



722-74 

573-96 

+ 148-42 

1120 

Travancore 

611-25 

440-98 +170-27* 

(1944-45) 

Cochin 

266-57 

257-77 

+8-80 



877-82 

698-75 

+ i79' 0 7 

1121 

Travancore 

730 

561 01 

+ 169-50* 

(1945-46) 

Cochin 

334-51 

292-24 

+ 42-27 



1065-02 

85325 

+2U-77 


Post-War Period 



I 122 

Travancore 

880 03 

807-67 

+ 72-36* 

(1946-47) 

Cochin 

388-45 

378-80 

+965 



1268-48 

1186-47 

+82 01 


Year 


Revenue 

Expendi¬ 

ture 

Surplus + 
or 

Deficit — 


Post War Period — contd. 



1123 

Travancore 

904-57 

1063-23 

—158-66 

(1947-48) 

Cochin 

405 -52 

38491 

+20-61 



1310-09 

1443-14 

—138-05 

1124 

(1948-49) 

Travancore 

Cochin J 

j- 1377-67 

1314-15 

+63-52 

1949-50 
(7$ months 
of 1125) 

Travancore 1 

Cochin | 

l 924.00 

* 799*48 

+ 124.52 

1950-51 

Travancore-Cochin 

1399 14 

1273-72 

+ 125-42 

1951-52 

Travancore-Cochin 

1790*64 

1362 85 

+ 427-79 

1952-53 

R. E. 

T ra vancore-Cochin 

1673-01 

« 

1683-00 

- 9-99 

1953-54 

B.E. 

Travancore-Cochin 

1713-87 

1727-94 

-14-07 


♦These amounts represent surplus credited to Revenue Reserve and Postwar 
Reconstruction Funds. * 

A sum of Rs. 73'93 lakhs was adjusted to Revenue Reserve Fund and 
Rs. 85* 78 lakhs was adjusted to Postwar Reconstruction Fund. 



MEMORANDUM II 


General Note on Local Taxation in Travancore-Gochin State 


Preliminary 

The power of taxation was conferred on local adminis¬ 
tration in the States of Travancore and Cochin very 
early m the century by empowering the then local bodies, 
the Town Councils and Town Improvement Committees, 
to levy fees for licenses. Some time later the power to 
levy house tax was transferred to local bodies. The 
establishment of Municipalities with powers of taxation 
as we have today, but on restricted scale, was towards 
the year 1920. By the Municipal Acts of that period 

^ °* 1095 M. E. Travancore and I of 1096 
M. E. Cochin) the Municipalities were permitted to levy 
house tax, Tax on vehicles, profession tax, tolls and also 
fees for licenses, markets and slaughter houses, scaveng¬ 
ing services, cart stand etc. A further enlargement of the 
functions of these local bodies took place by the years 
1937 to 1939 when the Municipal enactments, the District 
Municipalities Act (Travancore), XXIII of 1116 M E. 
and the Cochin Municipal Act XVIII of 1113 M. E. Cochin 
were passed. These -enactments are still in force. An 
enactment unifying these and conferring wider powers, 
is in the Bill stage, before the Select Committee of the 
State Legislature. 

A statement showing the revenue, expenditure and 
grants-in-aid from the State to the Municipalities in 
Travancore area for the jperiod from 1930-31 to 1939-40 is 
enclosed. (Please see Statement A.) The revenues from 
all sources and expenditure which stood at Rs. 4:59 
lakhs^and 4-61 lakhs rose steadily to 5-32 lakhs and 
. 6-76 lakhs respectively, in ten years. The Government 
grants which were not obligatory under law, but discre¬ 
tionary and intended to cover deficiencies in local finance 
generally, formed 6 • 3 per cent to 10 per cent of the total 
revenue. ‘ 

The total revenues (from taxation and non-taxation 
sources) have been steadily on the increase and in the 
years 1943-44, 44-45, and 45-46 revenues from all the 
Municipalities (24 in the Travancore-Cochin State) and 
Trivandrum City Corporation, were booked at Rs. 21:61 
* Rs. 23 "32 lakhs and Rs. 27.26 lakhs. The revenues 
of the Municipalities doubled and in some cases amount¬ 
ed to over three times, on account of the enlarged sources 
of revenue by taxation and also on account of the war 
time conditions. Side by side with the rise in revenue 
there has been corresponding increase in the expendi¬ 
ture also and this has been due to the increase in cost 
of services and administration on account of the un¬ 
precedented rise in cost if materials and cost of labour. 

* n ,.the form required for the 5 years from 
1 947-48 to 1951-52, are appended ( vide statements B, C 
a !? d . D .) the Trivandrum City Corporation, for the 
Municipalities in the State and for the Panchayats in 
the State. 

2. Except with the Trivandrum City Corporation, there 
. c, c P nt 2 )1 over the Budgets of the local bodies by the 
State Governments, guarding against over-estimation 
of receipts, expenditure programmes beyond the finan¬ 
cial capacity of the local bodies, and enforcing main¬ 
tenance of statutory minimum working balance pres- 
cnbed. Deficit in budgets is not allowed under the set 
up. Major development programmes, such as road con¬ 
creting, water works and drainage are financed by loans 
from Government or as half loan half-grant basis, the 
loans being repayable m easy instalments. During the 
five years from 1947-48, a total of over Rs. 8 ■ 0 lakhs 
has been advanced by Government by way of loans to 
Municipalities. Special grants for specific purposes have 

i° the ^ anchayats to the extent of 
Rs. 11,62,000 m five years from 1948-49. 

fr,^,L h %i n n° me fron } f £? ights and taxes in year 1951-52 
formed 70 9 per cent, 63-4 per cent and 25-8 per cent 
2* thatotal “come of the Corporation, the Municipalities 
and the Panchayats respectively. Of the income from 
taxation, the main source for urban local bodies is from 
property tax which forms 51-4 per cent, and 38-6 per cent, 
of the revenue from Taxation of the Corporation and the 
Municipalities respectively in the State. The next is tax 
on profession and trades. In the case of the Panchayats 
mostly m the formative stages, the mainstay is Govern-’ 
which forms 94-0 per cent of non-tax revenue 
and 69-8 per cent of income from all sources. A state¬ 
ment showing the percentages of the various items of 
tax revenue and of non-tax revenue to total revenue, 
total tax revenue and total non-tax revenue is appended 
(vide statement C). w ™ 

One local body, the Trichur Municipality, runs a com- 
mercial undertaking, viz. the Trichur Electric Supply 
(distribution only). Bulk energy is obtained at prev ailing 
38-2 T. E. Com. 55. 


rate from Government and distributed by the Munici¬ 
pality. The profits from this undertaking so far amount to 
Rs. 1,40,000. 

The Municipality has a debt of Rs. 6,50,000 by waj 
of a debenture loan floated for acquisition of the concern 
redeemable by 1959-62 and now covered by a sinking 
- fund to the extent of just above Rs. 1-00 lakh only. 

4. The principal taxes levied by each category of local 
bodies are as below. 

(a) City Corporation. 

(i) Property tax. —The trend in revenue is upwards. 
The reasons for the upward trend are (i) gradual in¬ 
crease in rates of levy and (ii) quinquennial revision of 
valuation for purposes of assessment. Properties are still 
not assessed on the basis of actual rentals and when 
this is done as provided for, there is scope for still further 
rise in revenue from this Tax. 

(ii) Taxes on vehicles and animals. —The revenue from 
this source shows a downward trend. The scope of this 
tax when the State has taken over Vehicle Taxation, is 
very limited. There is also scope for improvement in 
assessment and collection. 

(iii) Profession tax. —Revenue from this tax has been 
more or less static when all the other Municipal Councils 
have shown phenomenal rise during the war period or 
after, the revenue of the Corporation from this source 
showed little improvement. 

(iv) Entertainment tax.— This tax has shown an up¬ 
ward trend in revenue. Increase in the number of cinema 
theatres and their popularity have contributed to this. 
There is further scope for enhancement in the rate of 
levy, particularly as there is no theatre tax on every 
performance in vogue in this State. 

(v) Advertisement tax. —Revenue derived from this 
tax has also been steadily progressive. 

(vi) Companies tax. —The revenue from this source is 
static. When the scope of the term company as defined 
in the City Municipal Act is widened as proposed, the 
yield from the tax would be more than doubled. 

(b) Municipalities 

(i) General property tax.— This shows an upward 

ln ■ r . evenue - This is a steady source of income to 
the Municipalities and the increase is due to closer con¬ 
formity to the provisions of the Municipal Acts in the 
matter of assessments. 

(ii) Taxes on Vehicles\ and animals and tolls. —The 
revenue is static. 

.. (iii) Profession tax.—Revenue derived from this tax in 
the Municipalities has been steadily increasing. 

(iv) Entertainment tax.— The trend of revenue from 
this is Upwards for the reason mentioned above in the 
case of the Trivandrum City Corporation. 

(v) Advertisement tax.— The revenue from this has 
been increasing. 

5. The rates at which taxes are levied now by the 
City Corporation and the Municipalities in the State are 
given in Statement E. It must be stated that many of the 
local bodies have not introduced the taxes at maximum 
rates permitted. This may not be due solely to the un¬ 
willingness of the local bodies to utilise the available 
resources, but may be due to local conditions making 
the levy burdensome. 

6. (i) Set up at different levels.— 1 The administration of 
taxes in the local bodies of the State vests in the Exe¬ 
cutive Authorities—the Commissioners in the Corpora- 
w°5 2* Trivandrum and the Municipalities of the State 
and the Presidents of the Panchayats. The revenue staff 
is primarily responsible for collecting the data necessary 
for assessment and also for collecting the taxes. 

(ii) Assessment. —The authority for assessment is the 
Commissioner, an officer appointed by the State Govern¬ 
ment, who is required, uhder the Taxation rules of the 
Municipal enactments to keep separate assessment books 
for all the taxes. In practice, assessment of tax is effected 
through the Revenue staff of the local bodies and on the 
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basis of data, such as estimated annual value of proper¬ 
ties, income of persons etc., collected by them. In the 
City Corporation of Trivandrum and a few of the major 
Municipalities a Revenue Officer is also appointed with 
the approval of Government. A fundamental defect in 
assessments generally is that the primary responsibility 
for assessment is on the staff charged With the duty of 
collection also. 

(iii) Appeal and revision .—Any person may move the 
Commissioner at any time in a half year by a revision 
petition to revise the tax imposed on him. Provision is 
made in the Taxation Rules for an appeal, against the 
orders of assessment of the Cofnmissioner. In the Corpo¬ 
ration of Trivandrum, the appeal lies to the Standing 
Committee and to the District Court of Trivandrum, 
whereas in the Municipalities the appeal is to the Council. 
In the Panchayats the appeals lie to the Panchayat Com¬ 
mittee and the Director of Panchayats (a Government 
Officer and statutory authority). 


1. City Corporation of Trivandrum 

In the Trivandrum City Corporation the rates of tax 
are subject to a maximum of 15 per cent, of the annual 
value and subject also to a maximum of 5 per cent for 
Water and Drainage tax, 1 per cent for lighting tax and 
3 per cent for building and land tax. Scavenging tax 
is not levied as a component of property tax-but fees 
are prescribed for scavenging services. Lands solely 
used for agricultural purposes are exempt from the tax. 
The rates of taxes now in force are the following: 


Tax for general purposes 
Water and Drainage 
Lighting 


5 per cent. 

6 „ 


Total 


. 12 per cent. 


(iv) Collection .—The responsibility for the collection 
is also on the Chief Executive Authority of the Local 
Bodies. In practice, the collection is done by the revenue 
staff of the local bodies. Non-payment of Municipal Tax 
may be dealt with by seizure and distress of movable 
properties and prosecutions for recovery and punish¬ 
ments. Provision has also been made in the Acts for 
instituting civil suits for realisation of taxes. Limita¬ 
tions provided by law in respect of collection are (i) that 
where a notice or bill demanding tax due has not been 
served on the party either in the half year in which the 
tax became due or in the succeeding half year the tax 
shall not be demanded and (ii) that processes for re¬ 
covery cannot be instituted after the lapse of a maxi¬ 
mum of 3 years 

As stated already, the defect in the system of tax 
assessment and tax collection by the same agency has 
led to under assessments. Inconvenience is often caused 
to the tax payers, ordinarily prompt, by the failure of 
the collecting agencies to contact them when convenient. 
There are also instances of delay in assessment. 

The cost of tax administration ranges approximately 
between 4 and 10 per cent of the tax revenue. 

The Corporation and the Municipalities succeed in 
collecting on an average only about 60 per cent of the 
demands under Taxes and Fees and this is due partly 
to delays in assessments and partly to practical diffi¬ 
culties in enforcing prompt payment. 

7. Rigid methods of assessments and collection of taxes 
are provided for in the local enactment and yet attempts 
at evasion and avoidance of taxes exist. In the matter 
of property tax levied by the local bodies, instances of 
evasion of tax are common. This tax being levied by the 
local bodies on the basis of the annual value of lands 
and buildings, instances of under-valuation are very 
common. The loss sustained by the local bodies on this 
account, may be estimated at 10 to 20 per cent. 

In the case of profession tax also, there are instances 
of evasion and consequent under-aspessment. This is 
managed by not furnishing accurate details of income 
for purposes of assessment. 

In Panchayats, the cess on land, the most important 
item of tax revenue for the Panchayats, is collected by 
village officials of the Land Revenue Department of the 
State Government, on whom the Panchayat authorities 
have no direct control. The Panchayats are not able to 
maintain necessary records and registers to watch the 
demand and collection of the tax and this is a loophole 
for leakage of revenue. 

In the case of other items of taxes also there are 
instances of evasion of assessments, the organisation for 
assessment being not strong enough. 

Considering the devolution of powers that has taken 
place and the wide range of functions assigned to the 
Local bodies in the State, the resources available are 
inadequate, although it must be admitted that these 
have not been tapped to the full extent permitted. The 
average local body in the State is weak in point of 
Finance. The machinery for assessment and collection 
has not attained perfection. 


Every building is assessed together with the site and 
other appurtenances. The annual value for purposes of 
assessment is deemed to be the gross annual rent at 
which the buildings and lands may be reasonably ex¬ 
pected to be let from month to month or year to year ♦ 
allowing a deduction of 10 per cent, in lieu of all allow¬ 
ances for repairs and on any other account. In the case 
of Government buildings and buildings of the class not 
ordinarily let or for buildings for which the annual 
rental value cannot be estimated, the annual value is 
determined at 6 per cent of the total estimated value 
of the land at the time of assessment, with the estimated 
cost of erecting the building at the time, allowing for 
depreciation a reasonable amount not less than 10 
per cent, of such cost. Machinery and furniture are 
excluded from the valuation. 

Besides lands exclusively used for agricultural pur¬ 
poses, exemption from tax is allowed for places of public 
worship, choultries for occupation of which no rent is 
charged, properties used solely for charitable and . 
philanthropic or religous purposes and ancient monu¬ 
ments. Government properties and railway properties 
. are not exempt from the tax but Government may notify 
any Government building as exempt from the tax. 

A lower limit for the assessment is prescribed. Property 
the annual value whereof is less than Rs. 12 when its 
owner does not own any other property assessable to the 
tax, is exempted from the Tax. 

The assessment is annual and the tak is payable in 
equal half-yearly instalments. 

Vacancy remission is allowed when any building is 
vacant or unlet for a period of 30 or more consecutive 
days in a half-year, not exceeding half the tax, in respect 
of the building only as is proportionate to the number 
of days during which the building has been vacant and 
unlet during the half-year, subject to prescribed notice 
of vacancy and claim for remission m the half-year or 
the subsequent half-year. 

The assessment for purposes of the tax, is revised at a , 
general revision, once in five years. It is also provided 
that the tax is liable to revision in the interval on the 
basis of the actual annual rentals. The assessments are 
made by the Chief Executive Authority (the Commis¬ 
sioner) and appeals lie to the Corporation Council. 

n. Municipalities 

In Municipalities, the property taxes levied are very 
much similar in regard to rates, valuation, assessments, 
appeals, vacancy remission, etc. 

1 

No maximum and minimum limits for the rates of 
property tax are prescribed in the Municipalities (in 
the Travancore area) functioning under the_T r avanc°re 
District Municipalities Act XXIII of 1116, while m 
Municipalities in Cochin area functionmg under the 
Cochin Municipal Act 1113, the following maximum and 
minimum are prescribed. 


Minimum 


Maximum 


Notes on individual taxes 

PROPERTY TAX 

This tax is levied at a consolidated rate on lands and 
buildings within the local area save those exempted by 
or under the local or other enactments and comprises a 
tax for general purposes on buildings and lands, a water 
and drainage tax, a lighting tax and a scavenging tax. 
The taxes are levied at uniform rates fixed by the 
Council of the Local Bodies in proportion to the annual 
value of lands and buildings. 


Tax for general pur¬ 
poses. 

4 per cent. 

7 

per cent of the 
annual value. 

Water and drainage 

2 1/2 „ 

5 

)» 

Lighting 

I » 

2 

» < 

Scavenging Tax 

X » 

2 

• » 


In Municipalities unlike the Corporation of Trivan¬ 
drum scavenging tax is levied as a component of property 
tax. 





Government buildings are not exempt from property 
tax in Municipalities in Travancore area but enjoy 
exemption in Municipalities in Cochin area. Other exemp¬ 
tions from the tax provided are similar to those in 
Trivandrum City Corporation. 

In the Trivandrum City Corporation the property tax 
forms 51 per cent of the revenue from Taxation and in 
the Municipalities 38'8 per cent. 

III. Panchayats 

Property tax is not levied as such in the Panchayats 
but they are empowered to levy a house tax at 4 per cent 
of the annual rental value of the houses. All the Pan¬ 
chayats have not introduced the Tax and the receipts 
from the Tax amount to 2-3 per cent of the total. 

Though assessment to property tax prescribed is on 
the basis of the annual rentals at the time of assess¬ 
ment, in practice in most of the Municipalities, they are 
often made on valuations lower than the actual rentals 


influences in the matter of the valuation it has' been 
suggested by the Local Finance Enquiry Committee that 
a staff for valuation, independent of the Local adminis¬ 
tration should be set up. Though this appears desirable, 
it is doubtful if such an agency can be established with 
due regard to efficiency and economy. One set of evils is 
likely to be replaced by another. 

The best arrangement would, it appears, be for the 
assessments and collection by the Local administration, 
test-checked periodically -hy a State administrative 
machinery established for the purpose. 

Question Ne. 207. 

The aim should be that ‘Service Taxes’ levied as com¬ 
ponents of property tax yield income to cover the cost 
of the services, although this may not always be actually 
possible of achievement. For the purpose of watching 
the outlay on the services and the return by way of 
the taxes, separate subsidiary accounts should be pres¬ 
cribed. 


Section II.— Replies to Questions. 

Question No. 200. 

Assessments of lands under non-agricultural use, of 
buildings and of income from both are on different basis. 
Assessments of the first two, unlike the third, are not 
based on the net income. If the incidence of all the 
faxes together becomes very heavy and unbearable, there 
would be a case for correlating these different taxes 
into a more rational system. 

Question No. 201. 

The recommendation of the Local Finance Enquiry 
Committee is acceptable with the modification that 
where the properties are such that their annual value 
cannot ordinarily be exactly ascertained for e.p. build- 
ings not ordinariiy let, the valuation may be based on 
the Capital value. 


Port trust properties, Railway properties and other 
properties of the Central and State Governments, when 
enjoying exemption from Local taxation should pay for 
the services rendered by the Local administration and 
in these cases payment may be based on the actual cost 
of the Services. 

Section III.— Other remarks. 

Duty in the form of surcharge on transfer of immovable 
properties 

By virtue of the provisions of the City Municipal Act, 
the Corporation of Trivandrum, with the previous sanc¬ 
tion and subject to such rules as may be framed by 
Government may levy a duty in the form of a surcharge 
on the duty imposed by the Travancore Stamp Act, on 
transfer of immoveable properties within the limits of 
the City. 


Question No. 202. 

Property tax is best left in the sphere of local taxa¬ 
tion. The levy of urban immovable property tax by 
States when a local administration fails to levy in spite 
of statutory obligation, or continuance of the urban 
immovable property tax until the Local administra¬ 
tion raises its property tax to the level State Govern¬ 
ments expect or require of them, would be justifiable 
only when the proceeds of the tax are to be made over 
to the Local administration concerned and to the extent 
necessary for overcoming the unwillingness of local 
administration or its people to tax themselves for local 
purposes. 

Question No. 203. 

*5 li l ne l with principles that the very poor should not be 
made to bear burden of taxation, and to that extent only 
can rentals below a particular level be exempted from 
taxation. In this State such exemptions are allowed on 
properties below a level and subject to a condition that 
the owner does not possess any other properties within 
the Municipal area liable to tax. 

The distinction between owner occupied building and 
others may be somewhat equitable but considering that 
property tax does not take into account capacity to pay 
such distinction would not be convenient in practice. 

As property tax is not dependent on the ability of the 
tax payerto pay, liberal vacancy remissions should be 
allowed. The practice in the State is to allow remissions 

iL P S r ?i. *?. of vacancy and subject to 

the limit of half the tax on the building only. 

Question No. 204. 

cumulative effect of several progressive taxes may 
prove too heavy a burden on the tax-payer and the 
owners will, out of sheer necessity, shift the tax burden 
to the occupations. This will also discourage new con¬ 
struction, thus aggravating the housing problem. 

Question No. 205. 

- tax is essentially an urban tax. It will be 
f °f rural areas. I n this State property tax 
Th»P=n u y Municipalities and the City Corporation only. 
The Panchayats are allowed levy of tax on houses alone. 


In sanctioning the levy the State fixed the rate of this 
tax at 1 per cent on transfers over a minimum considera¬ 
tion of Rs. 3,000. As the revenue to be realised by levying 
this tax on the basis of the stamp duty (as distinguished 
from the consideration in the transfer deeds) cannot be 
appreciable, the levy, has not been made so far The 
proposal for amending the City Municipal Act, to ’make 
the actual consideration for the deed the basis of this 
tax, is under consideration. 

The Municipalities in the State (under the Travancore 
District Municipalities Act and the Cochin Municipal 
Act) have not been invested with the power to levy such 
a duty. The draft Municipal Bin, before the State Legis¬ 
lature, has, however made provision for the levy of this 
tax by Municipalities. 

LOCAL FUND CESS 
Section I. 

Cess on land is levied by all the Panchayats in the 
Travancore area at the rate of one pie for every 4 cents 
of land. The Panchayats in the Cochin area had no 
powers of taxation tiU the enactment of the Travancore- 
Cochm Fanchayat Act, II of 1950, a unified act for the 
whole £tate. The Panchayats have been reconstituted 
under the new Act only during the last 2 months and the 
Panchayats in the Cochin area have yet to begin the 
collection of taxes. 

Cess on land is the most important item of tax revenue 
of the Panchayats and constituted 65:3 per cent of their 
tax revenue during 1951-52. The tax is collected and 
remitted to the Panchayats by the village officials of the 
Land Revenue Department. The Panchayats pay from 
their funds an allowance of Rs. 5 per mensem to the 
village officers (one and sometimes two for each Pan¬ 
chayat) under its area, 

Most of the Panchayats do not maintain the necessary 
records and registers to watch the demand and collection 
of the tax. What the village officers collect as cess on 
i s * a £ en the demand and collection by most of 
the Panchayats. This condition is unsatisfactory and 
this has resulted m accumulation of arrears about which 
the Panchayats have no information and which they 
are not able to realise. J 


The extent of the power is best left to the local boi 
lS s V6S sub;|ect to suitable maximum and minirr 


Section II. 

Question No. 208. 


Question No. 206. 

.site s 

ministration. To prevent under-valuations and local 


The system of local fund cesses is not satisfactory in 
its operation for the reasons stated in the last para of 
Section I. Moreover the village officials entrusted with 
the collection work are not under the control of the 
Panchayats and laxity in the matter of collection work 
cannot be easily guarded against. 



There are no local'boards in the Travancore-Cochin 
State. 

(i) Only the maximum rate of levy has been, laid down. 
(1 pie for four cents of land.) 

(ii) Cesses are not earmarked for different purposes 
in this State. It appears it is better to curtail the system 
of earmarking as this will result in multiplication of 
categories of cesses. 

(iii) When remission of land revenue is granted the 
cess on land is proportionately affected. 


PROFESSION TAX 

Section I. 

The Profession tax is levied from persons who exercise 
any profession, art or calling or transact business or ' 
hold any appointments public or private, within the local 
area or who reside within the local limits and receive 
any pension or income from investment. The rates of 
tax levied are progressive except in the Panchayats, and 
are proportionate either to the net income of the persons 
or to a scale fixed under the Local enactments. 

City Corporation of Trivandrum 

The tax is levied in the Trivandrum City Corporation 
half yearly from persons, not liable to the tax on com¬ 
panies, and who exercise profession or reside within the 
City for not less than 60 days in the half year. The rates 
of levy are subject to maximum and minimum prescribed 
under the City Municipal Act IV of 1116, the maximum 
and the minimum being Rs. 250 and half a rupee respec¬ 
tively and are proportionate tp the maximum or the 
minimum scale. Assessment is made on the aggregate 
net income derived by the assessee from all sources and 
the rates in force are the minimum rates plus 75 per cent 
of the difference between this and the maximum. The 
Corporation Commissioner is the authority for assessing 
the income, an appeal lying to the Standing Committee 
on Taxation and Finance of the Corporation in the first 
instance and then to the District Court of Trivandrum. 
The Commissioner is also invested with powers of 
exempting any person in the lowest class from payment 
of the tax, on grounds of poverty. 

Municipalities 

Profession tax is levied in Municipalities under the 
same condition as in the Trivandrum City Corporation. 
In the 20 Municipalities of the Travancore area, govern¬ 
ed by the District Municipalities Act XXIII of 1116, pro¬ 
fession tax is levied from companies also. The rates of 
levy are subject to the maximupi prescribed under the 
Act. The maximum leviable from a person is Rs. 275, no 
such upper limit being prescribed in the case of com¬ 
panies. Most of these local bodies levy tax at the maxi¬ 
mum rates. 

The rates of levy of this tax in the Municipalities of 
the Cochin area, governed by the Cochin Municipal Act 
XVIII of 1113, are however, on a slab system, for income 
of Rs. 2000 or above p.m. 

In the case of Municipalities, appeals against assess¬ 
ment orders of the Executive Authority lie to the Council, 
whose decision is final. 

Panchayats 

This tax is levied in Village Panchayats also under the 
above conditions at a flat rate of 4 annas for Rs. 100 
subject to the maximum prescribed under the Travan¬ 
core-Cochin Panchayat Act II of 1950. The maximum 
leviable is limited to Rs. 125 per half year. As in the 
Municipalities of the Travancore area, companies are 
also liable to tax in the Panchayats. Assessments are 
made by the Executive Authority; but provision has 
been made in the rules passed under the Act for appeal 
to the Director of Panchayats (a Government Control¬ 
ling Officer and Statutory Authority) in the first 
instance and then to the State Government. 

Profession tax is generally recognised as particularly 
suitable for local taxation. The scope is wide and the 
incidence of taxation falls mainly on the well-to-do sec¬ 
tions of society. In Village Panchayats 29-8 per cent of 
the total revenue from rates and taxes is derived from 
profession tax, in the Municipalities 23-9 per cent and 
in the Trivandrum City Corporation 11 per cent. It may 
be noticed that the Corporation of Trivandrum is not 
levying this tax at the maximum rates provided by the 
Statute. 

The total revenue derived from profession tax in all 
the Municipalities stodd at Rs. 5,23,332 in 1947-48 and 
this has risen to Rs. 6,59,926 in 1951-52. In the Corpora¬ 
tion however, this has shown a fall from Rs. 82,456 to 
Jts. 76,3/52. 


Section II. 

Question No. 220. 

The limit of Rs. 250 fixed by the Constitution may 
remain for the present. 

Profession tax is an elastic source of revenue for Local 
administration justifiably based on capacity to pay and 
is a suitable form of taxation for local purposes.- Its 
wider adoption can be recommended. The City Corpora¬ 
tion and Municipalities are best equipped for the levy. 
In the case of the Panchayats, lower down in Self 
Government and mostly in the formative stages, the 
levy may be optional. 

COMPANIES TAX 

" This tax is leviable by the City Coloration of Trivan¬ 
drum and Municipalities in the Cochin Area functioning 
under the Cochin Municipal Act XVIII of 1113. 

(a) Corporation of Trivandrum 

It is a half yearly tax leviable by the Corporation, 
in addition to any license fee, from every company which 
transacts business within the City in any half year for 
not less than 60 days in the aggregate. (Company liable 
to the Tax under the City Municipal Act is one as defined 
in the Travancore Companies Act 1114 including any 
co-operative society registered or deemed to be registered 
under any law in force. This has presented some diffi¬ 
culty in the matter of assessment of companies, in that 
several companies functioning within the City do not 
come within the term of Company as defined in the Act. 
Hence as an alternative such companies are assessed only 
to Profession tax.) 

Companies, the head office or a branch or principal 
office of which is within the City are assessed on the 
basis of Paid up Capital the rates ranging from Rs. 30 
for a Paid up Capital of less than a lakh of rupees, to 
Rs. 1,000 for a Paid up Capital of twenty lakhs and more 
Companies, the head office or a branch or principal 
office of which is not in the City are assessed on the 
basis of gross income received in or from the City, the 
rates thereof varying proportionately from Rs. 25 to 
Rs. 1000. 

The revenue of the Corporation on account of this 
tax shows a gradual decerase from year to year (wide 
statement B), and ranges from 4-53 per cent m 1947-48 
to 2-61 per cent in 1951-52 of the Tax Revenue. This 
downward trend of the revenue is rather apparent only 
as there is more or less corresponding increase in arrears 
from year to year. Actually the Demand position under 
this tax is slightly on the increase; rismg from Rs. 31,995 
in 1947-48 to Rs. 36,456 in 1951-52. There has not been 
marked rise in the revenue by this tax due to a certain 
extent to some of the companies having shifted their 
place of business to places outside the City. 

This tax will have a wider scope when suitable amend¬ 
ments to the existing provisions of the Act are made 
so as to make all companies functioning in the City 
assessable to the Tax. Amendments have been proposed 
by the Corporation and are under consideration of the 
Government. 

(b) Cochin Municipalities 

The conditions of levy of Companies Tax are the same 
as those under which the tax is levied in the Trivandrum 
Corporation, except in the following details : 

Company in the Cochin Municipal Act means Company 
as defined in the Indian Companies Act 1913. The maxi¬ 
mum leviable is a tax of Bs. 250 half-yearly for a Paid 
up Capital of not less than Rs. 10 lakhs. Companies Tax 
is not leviable on any co-operative society registered 
under the Cochin Co-operative Societies Act. 


ADVERTISEMENT TAX 

Section I. 

The Trivandrum City Municipal Act and the District 
Municipalities Act, authorise the levy of this tax. The 
tax is levied from every person who displays any adver¬ 
tisement to public view (other than advertisement in 
Newspapers) at such rates and in such manner and sub¬ 
ject to such exemption as the Council may, with the 
approval of Government, determine. The rates are sub- 
ject to maxima and minima laid down by the State 
Government in this behalf; and the exemptions include 
any advertisements of a public meeting, or an election 
or candidature in respect of an election. The Commis¬ 
sioner of the local body is the authority for fixing the 
tax and he may farm out the. collections. In the event 
of non-payment of tax, he is authorised to order the 
removal of any advertisement. 



> 




It has to be stated that most of the local bodies have 
not utilised this resource to the best advantage. Though 
this may, to some extent, be attributable to administra¬ 
tive defects, unwillingness of the local bodies has also 
contributed hereto. Some Municipalities levy the tax 
only at minimum rates; and in some, the tax itself has 
been abolished of late. Revenue from this source forms 
1*9 per cent and 0-8 per cent of the total Tax Revenue of 
the Corporation of Trivandrum and the Municipalities 
of the State respectively. If this tax is extended to all 
the local areas in the State, there is good scope for 
substantially augmenting the revenues of local bodies, 
especially at commercial centres. 

Section II. 

Question No. 126. 

(b) Please see answers under Sales Tax. 

ENTERTAINMENTS TAX 

This is a new source of taxation for local bodies pro¬ 
vided by recent enactments and is yielding good revenue. 
Till 1951 the tax was being levied by the Municipalities 
of the Travancore area and the Corporation of Trivan¬ 
drum by virtue of the provisions in the District Munici¬ 
palities Act 1116 and the City Municipal Act, 1116 
respectively. In the Municipalities of the Cochin Area 
the tax was levied under the Cochin Local Authorities 
Entertainments Tax Act 1114. The tax is now levied 
by the local authorities in the State under the Travan- 
core-Cochin Local Authorities Entertainments Tax 1951, 
a unified Act enacted in May 1951. 

The Corporation and the Municipalities in the State 
may under the Act levy a tax at a rate not less than 
10 per cent and not exceeding 25 per cent on all pay¬ 
ments for admission to any entertainment. The Act has 
not been extended to Panchayats though there are speci¬ 
fic enabling provisions in the Act for such extension. 


The rates should depend on local conditions. Any 
attempt to enforce uniformity may have the effect of 
producing the evils the cinematograph industry enquiry 
committee envisages. 

Graduation would result in increase in realisation only 
in the highest classes of admission. In regard to the 
middle and lower middle classes graduated rates of 
entertainment tax would mean higher prices of ad¬ 
mission, driving the entertainment seeker to the next 
lower class. 

Question No. 173. 

The first principle that may be adopted in regard to 
exemption may be that the proceeds of the entertain¬ 
ment should not be for purposes of profit to the pro¬ 
prietor of the entertainment. On this principle (i) and 
(ii) may be exempted, (iii) The lowest class, when the 
price of admission is very low, may be exempted. But 
the discretion in this case is better left to the Local 
Administration. 


Question No, 174. 

Evasion by tax-payer (entertainment seeker) is un¬ 
usual. The methods usually adopted by proprietors of 
entertainment are (i) Re-issue of tickets, (ii) Ticketless 
admission, and (iii) other corrupt practices. 

Efficient supervision over the admission is the only 
way of preventing evasion. 

Complimentary tickets should be restricted, in the 
interests of the proprietors, as well as for prevention 
of tax evasion. 

Question No. 175. 

There are no such cases in this State. 


Entertainments tax shall not be levied on payments 
for admission to any entertainment which is of a wholly 
educational character or which is provided for purposes 
which are partly educational or cultural or scientific, by 
an institution not conducted or established for profit or 
the whole of the net proceeds of which are devoted 
to philanthropic, religious or charitable purposes. 

Most of the local bodies levy the tax at rates less than 
the maximum varying from 12 1/2 per cent to 15 per cent. 
As this is an indirect taxation, the burden of which falls 
lightly on theatre-going Public and as the incidence is 
not easily shifted to the proprietors of the entertain¬ 
ments, the rates it appears, can be enhanced. 

The income from this tax is steadily on the increase. 

>95i-5* 


Corporation 

Municipalities 


1947-48 
1134 M.E. 


R*. 53.733 Rs. 85,145 

„ (« 0 ' 7 %) (>*•>%) 

Rs. 2,63,069 Rs. 4,08,582 

( la -9%) 


(Percentage to total tax revenue is shown in brackets.) 

The collection of the tax is made by sealing the tickets! 
in the case of Municipalities of Travancore and the 
Corporation of Trivandrum. In the Cochin area the tax 
is generally collected by affixing adhesive stamps of 
different value. .. 

The collection is mostly from Cinema shows. 

Tax evasion by the tax-payer (persons who seek thel 
entertainment) is not usual. But proprietors of the enter-1 
tainments sometimes resort to corrupt practices such! 
as re-issue of tickets, and admissions without tickets! 
for the purpose of not paying over to the local body the]] 
taxes collected through this agency. 

Section II. 

Question No. 172. 

The incidence of the entertainment tax, usually levied!] 
on tickets of admission to entertainments, is" on the! 
person seeking the entertainment and not on the 'pro-f 
prietors of the cinema industry. Theatres generally have,! 
soon after introduction of entertainment taxes, put upl 
the prices of admission to the extent of the entertain-l 
ment tax. In some cases the tax is shown separately inf 
the tickets. The small addition in the price of admission! 
on account of the tax is not likely to deter persons! 
seeking entertainments and the contention that incidence! 
of the tax shifts to the industry does not appear to bel 
tenable. 

Most of the local bodies have not yet levied the maxi¬ 
mum prescribed. There is no tendency discernible of the 'i 
tax revenue diminishing. The rates have not reached) 
the point of diminishing returns. 



TAXES ON VEHICLES, ANIMALS AND BOATS 

Section I. 

Vehicle Tax 

This Tax was at one time being collected by the City 
Corporation of Trivandrum and Municipalities in the 
State, but in the year 1945, the State Government took 
it over Vehicle Taxation is no longer’ a source of re¬ 
venue available to the Local Bodies. In order to prevent 
upsetting of local finances by the unforeseen deprivation 
of the source of revenue and to compensate to a certain 
extent, grant calculated at the average of the Local 
revenue from Vehicle Tax for the three years imme¬ 
diately preceding, is being given to the local bodies 
affected. 

j • ‘ . 

] It has been a Standing complaint that the compensa- 

J tion allowed is inadequate and does not take into account 
the increase in revenue from the Tax that should have 
been available to the Local bodies on account of the 
increase in the number of vehicles and the enhanced 
rates the Local bodies could have introduced. 

The question of reviewing the basis for compensation 
ayable to the local bodies is under consideration of the 
tate Government. The basis that has been put forward 
for consideration is : 

(i) that the compensation should bear to the total 
revenues of the local body the same proportion 
as vehicle taxTevenue bore at the time Vehicle 
Taxation was transferred to the State ; and 

(ii) that the compensation should be limited to local 
expenditure on Regulation of Traffic and Road 
Maintenance. 

Tax on Animals, Boats, etc. 

T*- 

I These taxes are not yielding any appreciable revenue 
to the local bodies and form 0-1 per cent, 0-7 per cent 
and 2-6 per cent of the revenue from Taxes of the 
Corporation, the Municipalities and the Panchayats 
respectively. 

Section II. 

iQuestion No. 219. 

_ (a) Taxes on vehicles not intended for distance travel 

[e.g. bicycles, carriages drawn by animals and mostly 
Iplying within local areas, may be ear-marked for road 
Imaintenance within local areas (vide answer to Question 
|No. 171). 

1 (b) The entire State is divided into local areas and 
collection of toll by each local body would cause hind¬ 
rance to movement. It is not therefore suitable for local 
taxation. 


The State may in special cases collect tolls for recoup¬ 
ment of cost of bridges etc., on which heavy outlay was 
necessitated. 


' Replies to other questions under local taxation 
PART VI.—GENERAL 

Question No. 185. 

The system of Local Taxation in India is generally 
satisfactory. It is characteristic of the Development of 
Local administration in India by the process of delega¬ 
tion, by the State and in stages, of powers of taxation 
and administration, rather than by the process of federa¬ 
tion and integration of strong semi-independent smaller 
units into larger political self-governing institutions. 
Considering the wide range of functions assigned to the 
Local bodies their finances are inadequate and this may 
be due to the defects of matters of detail. 

Question No. 186. 

Terminal taxes on goods and passengers are con¬ 
demned as unwholesome and as unduly interfering with 
trade and movement and they should, if at all, be 
administered by the Union with due regard to the condi¬ 
tions of trade etc., of India as a whole. The local 
administration may lay just claim on the proceeds of 
these and proportionate assignment may be reasonable. 

Question No. 187. 

Immediate qualitative relation between the tax paid 
by the individual and the service rendered to him by 
State, does not exist in State Taxation, but should be 
aimed in local taxation. Visible return to the tax-payer 
would be ideal, as it would enlist fullest co-operation 
of the local tax-payer. 

The degree of development and the criterion whether 
the local administration is predominantly urban or rural 
should weigh in judging suitability for local taxation. 


Questions Nos. 188 and 188. 

The local bodies have not made full use of the tax 
resources made available to them. In determining the 
extent of grants-in-aid to the local bodies this fact should 
not be given more than due importance. The extent and 
limits of Local Taxation are dependent more on the 
general paying capacity of the people in the locality, 
the degree of development of the local area, the return 
the local bodies can give with the resources at their 
command and the popular will to submit to additional 
taxation than on the general willingness of the authori¬ 
ties of local administration to tap the resources. But if 
the administration indicates definite distinclination to 
avail of the sources, with intent to depend on and seek 
grants-in-aid, there is occasion to decline subventions and 
grants. As a matter of principle a local body with ample 
resources should not ordinarily be permitted to seek 
State aid unless it is shown that resources have been 
tapped to the extent possible under conditions prevailing 
in the locality. Payment of grant-in-aid in each case 
should be subjected to meticulous scrutiny and such sup¬ 
plementing of local resources should be for services of 
national importance and on condition of State reserving 
right to prescribe and enforce efficiency. 

The question of transfer of additional powers of taxa¬ 
tion or assignment of a proportion of State tax revenue 
should arise only after the available resources have been 
tapped in full. 

Question No. 201. 

Octroi and terminal taxes are not levied by the local 
bodies of this State. 

(i) Although the reveue derived from this source by 
local bodies elsewhere now levying these taxes is 
considerable, both taxes are alleged to hinder move¬ 
ment and hamper trade. While as a source of revenue, 
octroi may be more advantageous, considering the size 
and complexity of the administration for the collection, 
and refund which is an essential feature of octroi, termi¬ 
nal tax appears more suitable as a source of Local 
Revenue. 


Questions Nos. 188 to 180. 

As stated already whatever powers of administration 
and taxation the local bodies enjoy are those conferred 
by the States. The delegation has been according to 
development and local requirements. 

Question No. 181. 

Specific approval, where general authorisation would 
suffice, is prescribed in certain cases, for example, taxes 
on advertisements in this State. Specific approval insisted 
on in the case of new Taxation sources made available 
to local bodies, has been to regulate adoption of taxes, 
suitability of which has not been proved. 

Question No. 182. 

No. 

Question No. 183. 

(a) Yes. 


(li) The person who pays this tax has more objection 
to the administration than to the incidence of the tax. 
From his standpoint therefore, whichever puts him to 
less inconvenience would be preferable. 

(iii) Where octroi and terminal taxes are levied on the 
necessaries of life, the incidence of tax falls, mainly on 
the consumers. The relative merits of the two taxes in 
this respect cannot be estimated, as both work counter 
to efforts for raising the standard of living. 

Examining the relative merits as above, terminal taxes 
would if at ah. be less objectionable. 

Question No. 210. 

Octroi and terminal taxes are standing hindrances to 
movement and trade within the country, and are ob¬ 
jectionable. But they are a potential source of revenue 
for the local bodies, and may, if imposed only on certain 
goods (necessarily exempting food) under specified condi¬ 
tions, continue to be a source of local income for the 
time being. 


(b) No. 

(c) No instances in this State. 


Question No. 184. 

Overlapping and concurrent powers exercisable by the 
State Government and local bodies are few and 
not such as to make devolution defective. 

Question No. 185. 

No. 


are 


Question No. 186. 

exist material defect a P ar t from the above appears to 
Question No. 187. 


Sales tax is the most important and elastic source of 
State revenue. To be extent that a surcharge is imposed 
thereon it will curtail the amplitude of State taxation. 

Question No. 211. 

No remarks. 

Question No. 212. 

No suggestion. 

Question No. 213. 

No remarks 

Question No. 214. 

No remarks 


The proportion of tax revenue to non-tax revenue and 
grants-in-aid are given below for the City Corporation 

Panchayat^" 1 ’ he Municipalities in the State^nd the 



Tax 

Non-tax Grants- 


revenue 

revenue in-aid 

Corporation 

70-9 

23-5 

5’6 

Municipalities 

. • • 63.4 

27*1 

9-5 

Panchayats 

258 

4.4 

69-8 


Question No. 215. 

No suggestion. 

Question No. 216. 

Though tax on certain goods brought into the local 
area from abroad for consumption may not be resented 
by the people, a tax on passengers appears to be highly 
objectionable J 

Question No. 217. 

This Government have no suggestion to make. 


Question No. 218. 

Poll tax is primitive and is undesirable for State or 
Local Taxation. As a tax for registration for purposes 
of franchise also it is undesirable as the votes of the 
very poor may be brought with tax paid for them, 

Question No. 221. 

Under conditions now prevailing the incidence of 
Entertainment duty tax is on the persons seeking the 
entertainments (who pay it), not readily shifted to the 
producer or proprietor df the entertainment, while the 
incidence of the Theatre Tax payable by the proprietor 
is on him. It appears there is no very great danger of the 
two resting or shifting in the near future, fully on either 
the producer or on the theatre going public. The theatre 
taxes would admit of more general application. 

Question No. 222. 

Betterment taxes can be recommended for levy by 
Municipalities and Corporations for Town improvements 
involving large outlay. 

Question No. 223. 

Nil. 

Question No. 224. 

No. 

Qnestion No. 225. 

The average local body in the State is rather weak 
in point of finance and this weakness necessitates enter¬ 
tainment of underpaid ill-trained staff with all evils 


Statement showing fluctuation in Municipal Receipts and 


of inefficient general administration as also Tax ad- 
ministration. The machinery on Assessment and Collec- 
tion have not reached the standard of efficiency needed 
and there is need for improvement. 

Question No. 226. 

No remarks. 

Question No. 227. 

No. 

Question No. 228. 

(a) Manual labour as additioanl Tax should be 
condemned as tending towards forced labour (even 
though by a Government) ?nd interfering with personal 
liberty. 

(b) Manual labour in payment or part payment of 
taxes also implies compulsion and discrimination and 
would be undesirable. If the levy can be managed 
without the elements of compulsion or discrimination, 
it may be tried in rural areas and only when the local 
bodies or State Governments can accept also other 
species of payments in kind towards taxes due. 

Wages of labour are dependent on cost of living and 
they are more readily resilient to cost of living than 
are the State or local taxes. Assessment of value of 
manual labour is likely to get too complicated for State 
or Local Governments to administer. 

Only as voluntary contribution can manual labour 
be welcome, as evidencing popular co-operation in State 
or Local Development Programmes. 

STATEMENT A. 

Expenditure for 10 years from 8/1931—8/1940. 


( In lakhs of rupees ) 


SI. 

No. 

— 

1930-31 

1931-32 

1932-33 

1933-34 

1934-35 

1935-36 1936-37 

1937-38 

1938-39 1939-40 

I 

Total Revenue 

4'59 

4'54 

4-05 

4 '5° 

4-61 

4 -8o 5 34 

5-18 

5 ‘i8 5-32 

2 

Total Grants (included in 

0-39 

035 

o-49 

o-59 

0-51 

0 44 0 58 

' 0 54 

0 -63 0 -54 

3 

1 above). 

Total Expenditure 

4-67 

5-14 

4-85 

4'98 

O 

CO 

6 25 5 34 

5 39 

5*16 6*76 



STATEMENT B. 

Income and Expenditure of Local Bodies, ( Corporations ) 




1133 M.E. 1134 M.E. M35 M.E. i95°-5« 

(17-8-1947 (17-8-1948 (17-8-1949 (17-8-1950 

to to to to 1951-53 

16-8-48) 16-8-49) 16-8-50) 3i-3-5«) 

7 1/3 months. 


A. General Information— 

l Number. 


I 

I 

I 

I 

I 

2. Population ........ 

. 

... 


t .. 

1,87,133 

1,87,133 

3. Total income from all sources ..... 

. 

7 . 68,545 

8,08,130 

9.25,428 

7,85,554 

9,92,856 

4. Total income from rates and taxes .... 

. 

5.23.204 

5.oi,793 

6,87,099 

4,50,392 

7,04,807 

5. Per capita incidence of total income .... 

. . 

... 

... 

... 

... 

5 30 

6. Per capita incidence of income from taxation 

. 

... 



... 

3-76 

B. Details of Income— 







I. Tax Revenue : 

(i) General property tax (tax on houses and lands) 

. 

2,17.342 

2,38,770 

3,46,750 

2,54,954 

3.62,153 

(it) Service taxes ....... 

. 

1 . 45.898 

1,26,538 

1,47,000 

86,710 

1,48,386 

(tit) Local Fund Cesses ...... 

. 


... 


... 

... 

(iv) Octroi and terminal taxes ..... 

. 





... 

(») Tolls . . . . . - . . 

. 

... 




... 

(oi) Taxes on goods and passengers carried by road or inland waterways . 




... 

— 

( vii) Taxes on vehicles and animals or boats . 

. . . 

1.783 

i,39i 

1,585 

732 

991 

(tiiii) Profession tax ....... 

. . • 

83,456 

70,000 

97,694 

42,877 

76,352 

(ix) Theatre tax . . . . . ... 

. . 

... 

... 



... 

(x) Piligrim tax . 

1 * ‘ 





... 

(xi) Town improvement and betterment taxes 

. « . 

... 


••• 


... 

(xii) Entertainment tax. 

. . . 

51.906 

53,733 

61,153 

44,98i 

85,145 

(xiii) Advertisement tax ...... 

... 

... 

3,031 

9,897 

7,205 

13.401 

(xic) Companies tax . . . . . 


23,819 

18,340 

23,020 

12,933 

_ 18,379 

Total for rates and taxes 

• * 

5.23.204 

5.01,793 

6,87,099 

4,50,392 

7,04,807 



















ago 

STATEMENT B— -contd. 


\ 


1123 M.E. 1124 M.E. 1125 M.E. 1950-51 
( 17 - 8-1947 ( 17 - 8-1948 ( 17 ^ 8-1949 ( 17 - 8-1950 1951-52 
to 16 - 8 - 48 ) to 16 - 8 - 49 ) to 16 - 8 - 50 ) to 31 - 3 - 51 ) 

7 1/2 months. 

II. Non-tax Revenue : 







(a) Grants from Government— 

(i) For roads and buildings 

(ii) For Education 

(iii) For Medical and Public Health 

(iv) For other purposes 

purposes^ - 

94,359 

1 , 29,851 

\ 

47,631 

1,31,217 

50,214 

( 4 ) Fees, fines, etc. 

(c) Miscellaneous 

C. Details of Expenditure— 

Total 

Grand Total 

94,359 

75,919 
75,063 
• 7 , 68,545 

1 , 29,851 

83,121 

93,355 

8 , 08,120 

47,631 

88,355 

1 , 02,343 

9,25,428 

I,3«,2I7 

50,960 

1 , 52,985 

7,85,554 

50,214 

86,321 

i,5i»3i4 

9 , 92,856 

(i) Administration . 

(ii) Service (water supply, drainage, 

(iii) Medical and Public Health 

(iv) Roads and buildings . 

( 0 ) Miscellaneous 

conservation, lighting, etc.) 

1 , 71,816 
25,250 
■ 3,17,776 

78,021 
. 2 , 16,442 

1 , 85,516 

26,724 

3,43,307 

96,540 

2 , 23,298 

2 , 48,816 

29,605 

4 , 81,032 

1 , 03,849 

1 , 23,866 

1,40,457 

20,149 

2 , 48,722 

1,33,988 

1 , 09,588 

2 , 65,740 

32,349 

4,17,509 

i,39,55i 

1,57,593 

__ 

Total 

• 8 , 09,305 

8,75,385 

9 , 87,168 

6 , 52,904 

10 , 12,742 


STATEMENT C. 

Income and Expenditure of Local Bodies (Municipalities) 


1123 M.E. 1124M.E. 1125 M.E. 1950-51 
('7-8-*947 (17-8-1948 (17-8-1949 (17-8-1950 
to 16-8-48) to 16-8-49) to 16-8-50) to 31-3-51) 

7 »/2 
months 


1951-5* 


A. General Information— 

1 . Number. 

2 . Population. 

3 . Total income from all sources 

4 . Total income from rates and taxes 

5 . Per capita incidence of total income . 

6 . Per capita incidence of income from taxation 

B. Details of Income — 

I. Tax Revenue : 

(i) General Property Tax (tax on houses and lands) 

(ii) Service Taxes (water, lighting, drainage, etc.) 

(its) Local Fund Cesses ...... 

(to) Octroi and terminal taxes . 

( 0 ) Toils. ; 

(oi) Taxes on goods and passengers carried by road or inland waterways 

(oit) Taxes pn vehicles, animals and boats. 

(viii) Profession Tax . . . ■ . . ’ 

(«) Theatre tax | 

(*) Pilgrim tax . . . . . 

(») Town improvement and Betterment taxes 

(xii) Entertainment tax . 

(*m) Advertisement tax ...... j 


Total 


II. Non-tax Revenue : 

(a) Grants from Government— 

(i) For roads and buildings . . . 

(ii) For education . 

(fit) For Medical and Public Health purposes 
(io) For other purposes J 


\ 


Total 


(4) Fees, Fines etc. 
(e) Miscellaneous 


G. Details of Expenditure- 
Administration . 


Grand Total 


(i) 

(ti) 

<m) 

(iv) 

M 


Service (water supply, drainage, conservation, lighting, etc.) 
Medical and Public Health ..... 

Roads and buildings ....... 

Miscellaneous ...... 


Total 


22 

• 33,92,396 

. 16,92,491 

23 

36,33.652 

21,46,663 

23 

34,54,242 

20,36,558 

24 

8,01,380 

23,69,745 

15,03,405 

24 

8,01,380 

43,39,007 

27,52,205 

5’°4 

3’43 

• 4,42,475 

• 4,37,205 

6,97,669 

6,26,796 

6,76,444 

6,21,078 

5,23.279 

4,ii,753 

10,57,861 

5,63,414 

34,414 

1,650 

15,473 

1,054 

19,959 

21,750 
• 5,23,332 

22,921 

5,15,686 

16,500 

3,85,564 

11,321 

3,33,078 

18,422 

6,59,926 

• 2,18,335 

14,980 

• 16,92,491 

2,63,069 

18,872 

21,46,663 

2,99,444 

22,055 

20,36,558 

2,07,144 

15,776 

15,03,405 

4,08,582 

24,041 

27,52,205 

5,64,500 

5,26,981 

4,57,97° 

1,58,438 

4,13,663 

1,89,475 

9,45,930 

2,03,665 

7,56,343 

2,14,469 

7,45,245 

«,30,575 

5,77,327 

3,31,290 

9*41,849 

33,92,396 

36,33,652 

34,54,242 

23,69,745 

43.39,007 


7,21,676 7,35,082 5,34,602 7,24,706 

4,79,»i6 3,85,066 2,33,715 4,08,503 

7,69,631 7,75,453 6,40,194 8,12,132 

8,04,090 8,58,333 3,19,262 7,48,023 8,83,470 

5,42 644 4,83,747 3,45,643 6,67,635 5,99,249 

33,17,857 32,37,68i 20,73,416 33,60,999 37,08,914 


7 , 70,844 

5,24,733 

9,30,600 























STATEMENT D. 

/ 

Income and Expenditure of Local Bodies (Panchayats) in erstwhile Travancore area. 


3131 , 

1123M.E. 1124M.E. 1125 M.E. 
(17-8-1947 (77-8-1948 (17-8-1949 
to 16-8-48) to 16-8-49) t0 31-3-5° 
7 i/a, 

months 

1950-51 

1951-52 

A. General Information— 



> 



1. Number ............ 

2. Population 

3. Total income from all sources . . 

4. Tqtal income from Rates and Taxes ....... 

5. Per capita incidence of total income ....... 

6. Per capita incidence of income from taxation . 

169 

1 , 4°>153 

47 > 9 S 4 

169 

,52,281 

47,852 

169 

4,18,111 

51,412 

169 

5,35,590 

1,17,547 

169 

21,09,280 

6,08,768 

1,56,858 

•29 

.07 

B. Details of Income— 






I. Tax Revenue : 






(i) General Property Tax (tax on houses and lands) . 

(ii) Service taxes (vyater, lighting, drainage, etc.) . 

(tit) Local Fund Cesses.. . . 

(to) Octroi and terminal taxes ........ 

(0) Tolls. 

(hi) Taxes on goods and passetigers carried by road or in land waterways . 
(mi) Taxes on vehicles, animals and boats . • ■ . 

(tittt) Profession Tax .......... 

(ix) Theatre Tax. 

(x) Pilgrim Tax . . . . . ... 

( xi ) Town improvement and betterment Tax . 

(xti) Entertainment tax. 

(xiii) Advertisement tax . . . . ' . 

4.647 

23.939 

"588 

18,810 

4,559 

35,547 

i ,543 

26,203 

2,584 

23,853 

2,072 

22,903 

5,593 

69,732 

2,124 

40,098 

3,922 

1,02,477 

4,069 

46,390 

Total » 

47.984 

67,852 

51,412 

1,17,547 

1,56,858 

II. Mon-tax Revenue : 





. 

(a) Grants from Government . . . . 

61,244 

88,409 

89,168 

1,16,638 

1,58,349 

(i) For roads and buildings ........ 

(it) For education . . . . . . . 

(tit) For Medical and Public Health purposes . . . . 

19,719 

80,791 

2 , 6 i ,557 

2,82,703 

2,66,639 

Total 

80,963 

1,69,200 

3 , 5°,725 

3,99,341 

4,24,988 

% 

(b) Fees, Fines, etc. .......... 

6,180 

9 , 943 - 

11,453 

11,770 

16,218 

( c ) Miscellaneous !. Sale of Forms, etc. ...... 

2. Cattle Pound. 

4,226 

800 

3,937 

i ,349 

3,954 

567 

5,836 

1,096 

8,891 

1,813 

. Grand Total f . 

1.40,153 

2,52,281 

4,18,1 it 

5,35,590 

6,08,768 

G. Details of Expenditure,— 






(t) Administration .......... 

(ti) Service, water supply, drainage, conservation, lighting, etc.) 

(tit) Medical and Public Health ....... 

(t'») Roads and Buildings.. 

(») Miscellaneous . ... 

Total 

32,656 

22,658 

32,813 

24,280 

1,12,407 

53,211 

29 ,i °9 

31,332 

35,647 

1 , 49,299 

40,899 

23,709 

• • 

31,960 

23,448 

1,20,010 

76,185 

38,925 

88,568 

36,227 

2,39,905 

1,08,579 

52,286 

82,368 

43,610 

2,86,843 

Statement showing rates of taxation for various items of taxes tevied by the Local Bodies in 

Travancore-Cochin State. 


Property tax 


si. 

Name 

Tax for 

Water Lighting Scavenging 

Profession tax 

Entertain¬ 

Advertisement 

No. 


general 

and tax tax 


ment tax 

tax 



purposes 

drainage 







tax 

$ 




I 

Trivandrum City Corpo- 

5 % 

6 % 

1 % 

* 

Minimum plus 75% of 

Varying rates 

Below maximum. 


ration. 

(house-tax) 




the difference be- 

(below ma- 








tweenmaxinaum and 

. ximum). 








minimum. 






Municipalities in Travancore area 



2 

Alleppey 

3 % 

3 % 

. . 

* 

Maximum rates 

14 % 

Minimum rates. 

3 

Rottayam 

(house-tax) 

3 i/8% 


1 9 /*6% 

2 l/l6% 

Maximum rates, but 

15 5 / 8 % 

Abolished from 







lowest classexemp ted. 


1 - 4 - 1952 - 

4 

Nagercoil 

3 4 / 7 % 

2 19/28% 

i n/14% 

4 13/28% 

Do. 

18 3 / 4 % 

Maximum rates. 

5 

Quilon 

2 1/2% 

- 

1% 

1 1/2% 

Do. 

The rates vary 
from 12 1/2% 









to 18% for 









different clas- 


6 

Alwaye 

3 % 



2% 

Below the maximum 

8CS. 

12 1/2% 

Maximum rate. 







and last class solely 



V 






exempted. 



7 

Attingal 

3 % 

•• 

I 1/2% 

** 

Maximum rates 

12 1/2% 

Below maximum. 


•Scavenging fees levied. 

••Scavenging tax at Rs. 3 per house is realised when scavenging is carried on, 

^ 9-2 T, E, Com, 


\ 

























Statement showing rates of taxation for various items of taxes levied by the Local Bodies in 

Travancore-Cochine State —contd. 


Property tax 


SI. 

Name 

Tax for 

Water and 

Lighting Scaven- 

Profession 

Entertainment 

Advertisement 

No. 


general 

drainage 

tax ging 

tax 

tax 

tax 



purposes 

tax 

tax 

- 






Municipalities in Travancore Area— contd. 


- ■ 

a 

Changanacherry 

3 1/2% 


.. Rs. 6 per 

Maximum rates for all 

12 1/2% 

Maximum rates. 





annum 

classes and last class 






where 

exempted. 







scavenging 
is done 




9 

Colachel 

2 1/2% 

. , 


Maximum rates 

12 1/2% 

Minimum. 

IO 

Kayamkulam 

3% 

. , 

i% ~ ' 

Maximum rates last 

12 1/2% 

Minimum rate. 




class exempted. 


ii 

Kuzhithurai 

3% 


11/2% 

Maximum rates. 

15 % 

Below maximum. 

12 

Mavelikara . 

. 2 29/48% 

.1 i/ 4 % 

Do. 

12 1/2% 

Minimum rates. 

13 

Neyyattinkara 

2 7/9% 


Do. 

12 1/2% 

Do. 

i 4 

Padmanabhapuram 

3% 


5% 

Do. 

12 1/2% 

Nil. 

*5 

Palai 

2% 

. . 

Below the maximum rates 12 1/2% 

Do. 

16 

Shencottah 

3% 

6 % 

3% 4% 

Maximum rates. 

18 3/4% 

Maximum rates 

17 

Parur 

3% 


1% 3% 

75% of the maximum 

12 1/2% 

75%of the maxi¬ 






and last class exemp¬ 
ted. 


mum. 

18 

Thiruvalla . 

4 3/4% 


.. 

Maximum rates 

12 1/2% 

Maximum rates. 

»9 

Vaikom 

3 % 


.. 

Maximum rates and 

12% 

Do. 


last class exempted. 


Municipalities in Cochin Area 


20 

Ernakulam 

5 % 

2 1/2% 

2% 

2% 

Maximum rates for all classes 12 1/2% 

Nil. 

21 

Mattancherry 

5 % 

5 % 

2% 

1 1/2% 

Do. 

12 1/2% 

Do. 

22 

Trichur 

' 4 % 

2 1/2% ■ 


2% 

Maximum rates except 
last class which is ex¬ 
empted from taxa¬ 
tion. 

18 3 / 4 % 

Do. 

23 

Chittur-Tattamangalam 

5 % 

•• 

1% 

2% 

Maximum rates for 
all classes. 

About 14% 

Do. 

24 

Irinjalakkuda 

5 % 

. . 

. • • 

2% 

Do. 

12 1/2% 

Do. 

25 

Kunnamkulam 

4 % 


•• 

1% 

Maximum for all classes 

.20% 

Do. 


Income from Local Bodies (1951-52) 





Percentage of individual taxes tp total income from rates and taxes 


Class of Local Bodies 

General 

Property 

Tax 

Service 

taxes 

Local 

Fund 

Cess 

Octroi 

and 

Terminal 

Taxes 

Tolls 

Taxes on 
goods and 
passengers 
carried by 
road or 

Taxes on 
vehicles, 
animals 
and 
boats 

Profession 

Tax 

Theatre 

Tax 

Piligrim 

Tax 







waterways 




(t) 

(2) 

( 3 ) 

( 4 ) 

( 5 ) 

(6) 

( 7 ) 

(8) 

( 9 ) 

(10) 

(11) 

Corporation 

Municipalities 

Panchayats 

5>*4 21*0 

38-8 y* 2o* 4 
2-3 

^ 5'3 

•• 

•7 

•• 

• 1 

•7 

2-6 

11*0 

23-9 

29-8 



Class of Local Bodies 

Percentage of individual 
taxes to total income from 
rates and taxes 


Percentage of individual items on 
non-tax revenue to total in¬ 
come from non-tax revenue 

Town 

improve-. 

ment 

and 

betterment 

taxes 

Entertain¬ 
ment tax 

Advertise- Companies 
ment tax tax 

Government Fees, 
grant fines, 

etc., 

Miscel¬ 

laneous 

taxes 

of income of income 
from rates from non- 
and taxes tax revenue 
to total to total 

income income 

of 

Govern¬ 
ment 
grant to 
total. 
Income 

(0 

(12) 

(13) 

(t 4 ) 

(15) 

(16) 

(i 7 ) 

(18) 

(19) 

(20) 

(21) 

Corporation 

Municipalities 

Panchayats 


12*0 

x 4*7 

i -9 

•8 

2‘6 

17-4 
26' 1 
94 -o 

3 o-o 

i 3 - 9 

3.6 

52-6 

6o*o 

2-4 

70-9* W- 29-1 
63-4 fF 36-6 
25 - 811 G* 74-2 

5*6 

9’5 

6 9 -8 









memorandum m 


General Note on Land Revenue 


According to the general principles of settlement, the 
assessment and tax once fixed will ordinarily remain 
unchanged for thirty years. But owing of the unfavour¬ 
able conditions prevailing in the State, the idea of a 
general settlement was abandoned in the Travancore 
area and Basic Tax was introducd in the year 1946, the 
previous settlement having been completed in the year 
1085 M.E. (1909 A.D.). Similarly in the Cochin area there 
had been no resettlement after the completion of the 
original settlement in 1084 M.E. (1908 A.D.)., The Land 
Revenue system in the Travancore-Cochin area is briefly 
as follows. The question of introduction of Basic Tax' 
in the Cochin area is under the consideration of Govern¬ 
ment, 

Land System in Travancore-Cochin State 

Even though the two States of Travancore and Cochin 
have been integrated, the land revenue systems obtain¬ 
ing in them have not so far been unified. Both the States 
follow a system of ryotwari settlement. There are no 
permanently settled tracts”, “temporarily settled tracts” 
or Zammdaris” as obtaining elsewhere in India. 

A. Cochin area 

Cochin follows a modified system of ryotwari settle¬ 
ment on the well known halfnet principle, or registered 
lands are broadly divided into “Puravaka” Jenmi lands 
in which property on the soil belongs to private indivi¬ 
duals from ancient times and “Pandaravaka Verum¬ 
pattam or Government lands in which the property in 
the soil belonged to Government. Private property in the 
sofi as distinct from the State is a peculiar feature of 
Malabar and this has been recognised in the State also 
from ancient times. Holders of Pandaravaka lands had 
no property in the soil and they were in the position of 
ordinary tenants. There were two classes of tenants hold¬ 
ing Pandaravaka lands, viz., Verumpattam tenants or 
tenants-at-will and Kanom tenants or tenants who had 
deposited a premium for holding lands. These were 
known as Pandaravaka Verumpattam holders and 
Pandaravaka Kanom holders. In the Settlement Procla- 
mation of 1905, full proprietory right in the soil was 
° n - the ho j d J rs of Pandaravaka lands and since 
then there is no difference as to ownership over the 
land as between Pruavaka jenmi holders and Pandara- 

° w er fu exce P t i n regard t0 rates of assessment 
payable by them to Government. 

The Settlement Proclamation of 1905 introduced 
modern scientific basis for the classification and assess- 
r la nds modelled °n the ryotwari system of settle- 
ment Land Revenue was fixed on a money basis and 
not m kind. Lands were scientifically surveyed as a 
preliminary to settlement. The survey fixed the “acre” 
fJheUm of land Measurement instead of old "paras” 
n£l=«J: rUk A m • The ? urvey was followed by settlement 
operations. Assessment of land revenue was based main- 
ly on a scientific analysis of the soil of each plot of land 

divided Tnfe dln u capacity ; Occupied lands were broadly 
divided into niloms, or lands fit for paddy cultivation 
and parambas or lands which are not niloms. 

Niloms were according to fertility of the soil' and 
yielding capacity divided into tarams with rates of 
assessment for each taram ranging between Rs. 7-8-0 
and Rs. 2 per acre. These rates are for Pandaravaka 
Verumpattam single .crop lands and Pandaravaka 
pattam rate was treated as the normal for pur¬ 
poses of calculation of assessment on lands held on other 
h™* aI ? 0 ' Pandaravaka Kanom holders Of niloms were 
assessed to only tw 9 -thirds of the acreage rates fn . 
respect of their holdings and puravaka jenmi holders 

Mwhichmnl 0 tL y 3t h3lf the rates ' In the casTofniloms 
m which more than one crop was raised half the simrio 

llZ Eft flxed as additional aslessment and thl 
lh?Bi o h0lders were glven the option to compound the 
single crop assessment at one-fourth the single 
crop rate with the proviso that when once the 
“mpoundmg had been allowed, the holders are 

fwr> nd rr t0 Pay the additional assessment, whether 
two crops were raised in the particular nint 
°r£ ot - A third crop, if raised in any nilom is not 
subjocted to any assessment. The total extent of nilnmc 
m the State comes to 206,597-26 acres niloms 

tc 

23^4^58^*“ rate ’ is a "ttle^lhe? 

. Parambas have been broadly divided into two 
gardens and non-gardens. Such parambas as hale taxi 
le trees which are cocoanut trees, arecanut trees and 


jack trees, have been treated as gardens for purposes 
of assessment. In gardens, trees are taxed and not lands 
as such and the assessment calculated on the trees is 
charged on the land. Maxima have been fixed for total 
assessable trees in an acre of land. Thus only 60 cocoa- 
nut trees or 480 arecanut trees are assessed on an acre 
of garden. There being no exclusive jack gardens, no 
maximum has been fixed for jack trees. There is, how¬ 
ever the proviso that garden acreage assessment should 
not exceed, the total assessment of a fully planted 
cocoanut garden of 60 trees. Cocoanut trees are assessed 
at 3£ as., 3 as., 2 as. and 1 anna per tree according to 
the tract suited for the growth of cocoanut trees. Areca¬ 
nut trees are assessed at 4 pies per tree and jack tree 
at 4 annas per free uniformly throughout the State. 

Non-garden parambas, like niloms are assessed on the 
basis of the adaptability of the soil for cultivation and 
have been divided into six tarams with acreage assess¬ 
ment ranging between Rs. 1-8-0 and 0-2-0. In the Chittur 
Taluk the rates range between Rs. 2 and 2 ann a; 

In the case of Parambas also, the normal tenure is 
Pandaravaka Verumpattam and such lands are assessed 
at the rates mentioned above. Pandaravaka Kanom 
parambas are charged only two-thirds of the Pandara¬ 
vaka Verumpattam rate and Puravaka jenmom parambas 
at one-fourth the full rate. The total extent of parambas 
in the State is 303,753-31 acres. 

Both Pandaravaka and, Puravaka lands, niloms as 
yvell as parambas have been granted as (Inams) to indi¬ 
viduals and institutions fpr services rendered or to be 
rendered. Such Inams are charged only to a normal 
quit. rent and subsist usually so long as there is no 
alienation. 

All lands registered in the revenue accounts have to 
pay revenue whether there is effective occupation or not 
and there is qo system of exemption from payment of 
revenue if thebe is no effective occupation as obtains in 
the Madras Province. 

All land holders on whatever tenure they may hold the 
lands, are bound to pay a “Thirumulkazhcha” or royalty 
cess at the rate of 6 pies in the rupee of the full pandara¬ 
vaka rates of assessment charged on their lands. 

.Thus it will be seen that the Land Revenue demand in 
the State is modelled in essential particulars on that 
ado pt- ed ln the adjoining district of Malabar, where a 
mothfied ryotwari system of revenue settlement prevails. 
Both the Puravaka Jenmom and Pandaravaka tenures 
are decidedly of a ryotwari nature and the principle in 
regard to the settlement of ryotwari holding is that it 
should be effected with the land-holders concerned In the 
case of Puravaka Jenmom lands the holder of the land is 
the jenmi and in the case of Pandaravaka, it is the man 
who holds the land immediately under the Government. 
So the settlement has been made with the jenmi in the 
i?™ e f, ca s e and the occupants in the case of the latter. 
With the itegration of the two States, there is a proposal 
i ;0 introduce basic tax in Cochin also as in Travancore 
ui Bdl has been introduced in the Legislative Assem¬ 
bly for the purpose. 

B. Travancore Area 

The system of land tenures in Travancore is based on 
the ryotwari principle, i.e., the principle of direct settle- 
ment with individual ryots. The tenures represent the 
relations between the Government and the ryots in 
numerous varieties bearing on the Government revenue. 

I he tenures in Travancore are numerous and varied, 
i hey may, however, be brought under two broad heads 
viz., Jenmom and Sirkar Or Paiidaravaka. The numerous 
tenures (about 760 in number) which have been recog¬ 
nised at the settlement may be generally traced in one 
°n j- f r toe above niain heads. Jenmom lands’ are 
allodial properties and the proprietory right in them is 
considered as inherent in the individual and not derived 
from the State. With the promulgation of the Jenmi and 
Kudiyan (Amendment) Act, 1108 (Act XII of 1108) the 
toh ownership of the Jenmom Kanapattom lands was 
vested in the tenant and. the jenmi’s right was limited 
to the receipt of Jenmikaram a consolidated annual 
payment in lieu of all the dues which the Jenmi was 
to receive m respect of the land. In the case of 
Jenmom lands leased out by Jenmies on tenures other 
t»^,* K?napat v 0m i, th ® ordinary law of land-lord and 
tenant is applicable. Pandaravaka lands are lands of 
which the State is the land-lord and whatever rights 
which vested m the. ryots are derived from Government 
mi? e ^r->to rm toe major portion of the registered lands 
The Pattom Proclamation of 1040 M.E. conferred on the 
holders of these lands full proprietory rights and there¬ 
after the holdings became heritable and transferable. 



All the above tenures have however, lost their signi¬ 
ficance with the enactment of the Land Tax Proclama¬ 
tion of 1121 (1946) as amended by Act VI of 1950 and 
the introduction of the Basic Tax in Travancore —-a 
reform which has not yet been introduced anywhere in 
India. According to this enactment, all registered lands 
are now charged to a uniform assessment of 3 pies 
per cent whether wet or dry or garden or under what¬ 
ever tenure held. The settlement classifications and the 
different rates of assessment charged on lands according 
to their classifications have been dome away with. The 
•following few categories of lands have, however been 
excluded from the purview of the Land Tax Proclama¬ 
tion for special reasons: 

(a) Edavagai lands; 

(b) Sree Pandaravaka lands ; 

(c) Sreepadam lands ; 

(d) Kandukrishi -lands. 

They are dealt with below : 

(a) Edavagai lands. 

The Edavagai lands have all along been treated on a 
different footing from the other lands of the State. 
Edavagais that are treated as such in accounts are (1) 
Edappally (2) Poonjar ( 8 ) Vanjipuzha and (4) Kilimanoor. 
All the Edavagais except Kilimanoor are supposed to 
toe the lands comprised in -petty kingdoms and principali¬ 
ties which remained independent or quasi-independent 
until the conquest and consolidation of the State in the 
16th century. They are all tax-free as far as the State 
revenue is concerned. They are different from the 
Zamindaries of Indian Provinces, as the tenures under 
Which the lands are given to and held by the ryots are 
dissimilar and as the exemption from taxation which 
is a characteristic feature of Edavagais is absent in the 
other. These Edavagais are outside the State ayacut. 
The position of the Chiefs with respect to Edavagais was 
that of absolute proprietors and the tenants in them 
excepting those that held under permanent tenures such 
as Adima and Thiruvulam, had no permanent rights of 
occupancy. The Proclamation of 1040 M.E. which con¬ 
ferred permanent occupancy rights on the tenants of 
Government villages was not applicable to the Edavagais 
tenants. Permanent occupancy right was however grant¬ 
ed to the tenants Kilimanoor and Edapally Estates in 
1068 M.E. by the Estates Rent Recovery Act of that year. 
Similar rights were conferred on the tenants of Van ji¬ 
puzha and Poonjar Estates by the Edavagai Act of 1109 
M.E. The Chiefs are collecting the rents due to them 
both in kind and money. These free-holds were not 
brought within the scope of the basic tax as it would 
be interfering with third party rights. 

All Edavagais are not of the same origin. The extent 
of lands belonging to all the four Edavagais in the 
State is 1,05,426 acres. Two committees constituted for 
investigating this matter along with the general land 
policy of the State have submitted their reports which 
are under the consideration of the Government. 

(1) Edappally .—This is a small principality which be¬ 
came subject to Travancore in 1000 M.E. The free-hold 
consists of five villages. They are (1) Edappally north 

(2) Edappally south (3) Thrikkunnapuzha (4) Kalloopara 
and (5) Vazhakulam. Edappally North, Edappally South 
and Thrikunnapuzha are absolute free-holds and Kalloo¬ 
para and Vazhakulam are partial free-holds. The extent 
of lands paying tax to the Chief is 3,199-04 acres of wet 
land and 24,329 * 29 acres of dry land. 

(2) Poonjar .—This Edavagai is the property of the 
Poonjattu Rajas who obtained title from the early 
from Sovereigns of Travancore. There is another 
story that this tract of land was the one originally pur¬ 
chased by the Poonjattu Raja from the Thekkumkur 
Rajas and on the annexation of Thekkumkur by Travan¬ 
core the Ponjar Chief became the vassal of Travancore 
The extent of lands paying tax to the Chief is 35-17 
acres of wet land and 39,905'35 acres of dry lands. 

(3) Vanjipuzha .—The origin of this Edavagai is not 
yet definitely ascertained. It is believed that this has 
been conferred on the Vanjipuzha Chief as a mark of 
favour by the early Sovereign of Travancore. It is at 
present managed by the Court of Wards. The extent of 
land paying tax to the Chief is 25‘28 acres of wet lands 
and 28,352 "81 acres of dry land. 

(4) Kilimanoor .—It is stated that the two villages of 
Pazhayakunnummel and Kilimanoor in the Chirayinkil 
Taluk were granted to the family of Kilimanoor Koil 
Thampuran in the year 903 M.E. as a mark of honour 
for the bravery with which a member of that family 
saved a Rani and the heir-apparent to the throne of 
Travancore from their enemies by sacrificing his own 
life. The extent of land paying tax to the Chief is 
1,288 :2 acres of wet land and 7,792: 92 acres of dry land. 


(b) Sree Pandaravaka lands. 

These are lands belonging to the deity of-Sri Padmana- 
bha Swami to whom the great Maharaja Marthanda- 
varma, the founder of modem Travancore dedicated the 
whole State as a gift and assumed management of it as 
His Vassal. The above lands are managed by the State 
through the agency of a special establishment which is 
outside the State Budget. These lands cover an extent 
of 27,462 acres of which Rajabhogam is levied only in 
respect of 10,987 acres. They lie scattered in the Taluks 
of the Trivandrum District. The Sree Pandaravaga 
"revenue does not enter into the revenue account 
of the State. The payment of the tax to Govern¬ 
ment and those due to the temple are kept 
distinct in the revenue records. The amount of Sirkar 
tax fixed on 10,657 acres is Rs. 4,753. In view of the 
special circumsiances associated with the Sri Pandara¬ 
vaka lands and the peculiar connection of the State with 
the Padmanabha Swami Temple these lands have been 
left as they are without being brought within the scheme 
of basic tax. The question of abolition of Sreepandara- 
vaga Tax (Maniam karam) and of introduction of Basic 
Tax in lieu thereof has been enquired into by a com¬ 
mittee and their report is under the consideration of 
the Government. 

(c) Sree Padamvaka lands. 

The Sreepadamvaka lands are free-hold lands, the 
private property of sovereign, the Attingal Ranis having 
only the right to appropriate the revenue from the lands 
in the tract. These lands comprise the free-hold pakuthies 
of Idakode, Ilamba, Mudakkal, Alamgode, Avanavan- 
chery, Attingal and Kizh. Attingal in the Chirayinkil 
Taluk as also other lands lying scattered among lands of 
other tenures in some of the Taluks of the Trivandrum 
District. The total extent of these lands comes to 16,468 
acres. The revenue from the above mentioned free-hold 
pakuthies is wholly assigned in favour of the Sreepadam 
Palace. Rajabhogam or tax is levied only on the lands 
held under favourable tenures and lying outside the 
free-hold villages referred to. The extent of such lands 
is 972 acres with a Rajabhogam of Rs. 595. These lands 
also have not been brought within the scope of basic 
tax for special reasons. 

(d) Kandukrishi. 

These are Crown lands, being the Sthanam property 
of His Highness the’Maharaja. They lie scattered in the 
Taluks of Agastheeswaram, Kalkulam, Neyyattinkara, 
Trivandrum and Nedumangad in the Trivandrum District, 
Karthigapally, Mavelikara, Tiruvella, Pathanamthitta 
and Ambalapuzha in the Quilon District and Kottayam 
and Changanacherry in the Kottayam District. The 
tenants have no rights of property in Kandukrishy lands 
which are allowed to be enjoyed subject only to the 
payment of pattam or rent. As these lands formed the 
private property of the sovereign, these were excluded 
from the purview of the Basic Tax. By the Royal Pro¬ 
clamation under the date 27th May 1949 (The Kandu¬ 
krishy Proclamation, 1949) His Highness the Maharaja 
of Travancore surrendered and transferred His Highness’ 
rights, title and interest in respect of Kandukrishy lands 
of every description to Government and these lands have 
now become Government lands. They have not so far 
been settled on any definite principle and basic tax can 
be imposed only after such a settlement. 

Lastly, mention may be made of lands owned by big 
jenmies who get only a fixed income while the Govern¬ 
ment get the residual assessment. The total extent of 
jenmom lands in the Travancore area is about 1,59,800 
acres. The jenmikaram fixed on such land including the 
commuted value of articles fixed in kind is Rs. 10,40,437. 
The Sirkar tax borne on such lands is Rs. 10,02,711. 

2. The total area of assessed land (under occupation) 
of the Travancore-Cochin State is 31,01,871 acres accord¬ 
ing to the Administration Report for the year 1951-52. 
The total land revenue derived from this area is 
Rs. 67,12,167. If basic tax at Rs. 1-9-0 is introduced in 
the Cochin area there will be a reduction of assessment 
of Rs. 8,34,657. 


3. (a) Travancore area. The 
e : 

main items of 

revenue 

Basic 

Kuhaga- 


Tax 

pattam 


Rs. 

Rs. 

(a) Trivandrum 

8 , 40,301 

1 , 90,413 

(b) Quilon . . . 

. 13 , 27.295 

1 , 76,306 

(c) Kottayam 

• 14,73,728 

1 , 48,906 

(d) Trichur District 2 Taluks . 

- 3 , 23,861 

21,041 


39 , 65,185 

5 , 36,666 

(b) Erstwhile Cochin State. 


Ayacut 

Sancha- 


Rs. 

yam 


Rs. 


11 , 33,428 

47,529 



MEMORANDUM IV 


Notes on Individual Taxes 


SALES TAX 

Section I—Factual Background, 

Sales Tax was introduced in the erstwhile Cochin and 
Travancore States during 1121 M.E. <1946) and 1124 M^E. 
(1949), respectively. Subsequent to the integration of the 
two States which took place in 1949, the Travancore- 
Cochin General Sales Tax Act XI of 1125 (1950) was 
introduced for the entire State as on 30-5-1950 and the 
said Act was administered by the newly constituted 
State Agricultural Income Tax and Sales Tax Depart¬ 
ment. 

1. The existing Scheme of Taxation 

The Travancore-Cochin General Sales Tax Act is based 
on the multipoint system of taxation as in the case of 
similar Acts followed in Madras, Mysore and Hyderabad. 
Section 3 of the Act provides for the levy of a tax at 
3 pies in the Rupee and a further tax at one point m 
respect of the goods specified in that Section. However, 
a dealer whose total turnover in any year is less than 
Rs. 10,000 is not liable to pay tax for that year under 
Section 3 (3) of the Act. As per Sections 4 and 5 of the 
Act total exemption from tax is granted in regard to 
certain commodities and reduced tax at a single point 
to certain other commodities. Besides, Government in 
virtue of the powers conferred on them under Section 
6 of the Act, have granted complete exemption in respect 
of certain commodities and reduced tax to one point or 
two points in respect of some other commodities by the 
issue of Notifications. Many of the goods included in the 
Essential Commodities Act find a place in the above 
list. The Act was also suitably amended with a view 
to incorporate the principles contained in Article 286 (1) 
and (2) of the Constitution and Section 26 of the Amend¬ 
ed Act lays down the said principles. The tax is usually 
levied on the seller but in the case of certain Com¬ 
modities tax is levied on the buyer. Sales Tax is thus 
levied on all sales by successive dealers subject to the 
exemptions, modifications and restrictions stated above. 

2. Amendments to the Travancore-Cochin General Sales 
Tax Act 

The following amendments to the Travancore-Cochin 
General Sales Tax Act have been introduced so far: 

(a) By means of an Amendment Act XXVIII of 1950 
.in Section 2 clause (jj) is introduced and tobacco is 
defined as “tobacco shall include snuff, cigars, cigarettes, 
beedis, tobacco powder and other preparations or admix¬ 
tures of tobacco’’. 

■(b) In sub-section (2) of Section (3) tobacco is added 
as item No. IX and additional tax at the rate of annas 4 
is introduced on the same. 

(c) By Notification SR 1-1643/D/51/RD, dated 5-2-1951, 
the tax leviable on tobacco under Section 3 (1) is exempt¬ 
ed. 

(d) By notification SR 1-4789/51/B/RD, dated 
18-7-1951 tax leviable on tobacco under Section 3 (1) is 
re-introduced. 

(e) By Notification SR 1:4789/51/B/RD, dated 
18-7-1951 the rate of tax on tobacco is reduced to 11/2 
annas at the first point. 

(/) By Act XIII of 1952 a clause “dd” is introduced in 
Section 2 as follows : 

“Food grains means paddy, rice, wheat, maize, jowar, 
bajra, barley and ragi and includes such other articles 
as Government may by Notification in the Gazette speci¬ 
fy as such.” 

. (fl) The rate fixed under item No. VIII of section 3 (2) 
te., on petrol is revised as 1 anna, 9 pies. 

(h.) A new Section is introduced in the Act and num¬ 
bered as 26 and the original Section 26 is renumbered as 
Section 27. 

Section 26 is as follows : — 

“(1) Notwithstanding anything contained in this Act : 

(a) a tax on the sale or purchase of goods shall not 
be imposed under this Act : 

(i) where such sale or purchase takes place 
outside the State of Travancore-Cochin, or 

(ii) where such sale or purchase takes place in 
the course of import of the goods into or 
export of the goods out of the territory of 
India; 


(b) a tax on the sale or purchase of any goods shall 
not after 31st day of March 19.51 be imposed 
where such sale or purchase takes place in the 
course of inter-State trade or commerce except 
in so far as Parliament may by law otherwise 
provide. 

(2) The explanation to clause (1) of Article 286 of 
the Constitution of India shall apply for the interpreta¬ 
tion of sub-clause (1) of clause (a) of sub section (1). 

3. Rates of levy of tax, exemptions granted, etc. 

Rate of levy of tax. 

■(») Ordinary rate .—3 pies in the rupee. 

(b) Special rate : — 


Description of the goods 


Rate of tax for every 
rupee in the turn¬ 
over relating to 
such goods 


(i) Motor vehicles including motor') 
cars, motor taxi cars, motor cycles ‘ 
and cycle combinations, motor 
scooters, motorettes, motor omni¬ 
buses, motor vans and motor lorries 

Chassis of motor vehicles. 

Component parts of motor vehicles. i’Six pies 

Articles including rubber and other 
tyres and tubes and batteries adap¬ 
ted for use as parts and accessories 
. of motor vehicles, not being Such 
articles as are ordinarily also usqd , 
for other purposes than as parts or I 
accessories of motor vehicles. J 

(ii) Refrigerators and air-conditioning Six pies, 
plants. 


(iii) (a) 


(iv) 


(v) 


Wireless reception instruments' 
and apparatus and component 
parts thereof including all elec¬ 
trical valves, accumulators, am- 1-Three pies, 
plifiers and loudspeakers which 
are not specifically designed 
for puropses other than wireless _ 
reception. 

(A) Radio gramophones. 

(a) Cinematographic, photograph-'! 
ic and other cameras, project or [ 
and enlargers; lenses and other | 
parts of ard accessories to such [-Three pies, 
[cameras, projectors and cn-| 
largers; and films, plates, paper | 
and cloth required for use there- J 
with. 

(A) Binoculars and opera glasses 
All electrical goods, instrument. Three pies, 
apparatus and appliances including 
fans and lighting bulbs, electrical 
earthenware and porcelain, and all 
other accessories. 


(vi) Any pen, pencil or pen and pencil Three pies, 
set sold for twenty rupees or more. 

(vii) All clocks, rime-pieces and watches Three pies, 
and parts thereof 

(viii) Petrol . . . . . One anna ninepies. 

(ix) Tobacco .... One anna six pies. 


(c) Concessional rate : — 


Description of the goods Rate of Tax 


Point or points at which 
tax is levied 


Cotton (including Kapas) 


One-half of 
one per cent. 


Single point when 
•sold of by the first 
dealer in the States 
who is not exempt 
from taxation under 
Section 9(3). 
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Description of the goods Rate of Tax Point or'points at which 

tax is Revised 


Cotton yarn other than One-half of one Single point when 
handspun yarns. per cent. sold at the hands 

the Mills in the 
State or the first 
dealer in the State 
who is not exempt 
from taxation un¬ 
der Section 3(3). 

Cloth woven on handlooms 3 pies in the Single point when 0 

wholly or partly with rupee. sold to a consumer, 

mill yam. 

Bullion and specie . . 1/4 of one per Single point when 

cent. sold by a person 

who in the State is 
the first dealer and 
who is not exempt 
under Section 3(3). 

Hides and skins whether 3 pies in the Single point when 

tanned or untanned. rupee. sold by a person 

who is the first 
dealer in the State 
who is not exempt 
under Section 3(3). 

(d) Exemptions.—' The following articles have been 
exempted completely. 

1. Electrical energy. 

2. Goods on which duty is levied under Abkari Act 

excluding arrack and foreign liquor. 

3. Khadar, handspun yam. 

4. Food grains. 

5. Coir and coir products, green and soaked cocoanut 

husks. 

• 6 . Salt. 

7. Vegetables, meat, raw fish. 

8 . Milk and eggs when sold for domestic consump¬ 

tion. 

9. Firewood, kerosene etc. when sold for domestic 

consumption. 

10. Articles sold from the canteen run by factories 

exclusively for the use of their employees and 

from boarding houses and hotels conducted for 

the exclusive use of students. 

11. Medicines when dispensed by doctors and 

Ayurvedic physicians for their patients. 

12. News papers. 

13. Railway grain shops. 

4. Administrative set up 

A statement showing the Administrative set up of the 
Department is furnished below : — 

Board of Revenue. 

(Head of Department—exercises 
Revision powers) 


First Member, Board of Revenue- 
Commissioner of Sales Tax. 
(Exercises Revision powers). 


Deputy Commissioner of Agricultural Income-tax 
and Sales Tax (Exercises Revision powers). 



4 Inspecting Assistant Com- 2 Appellate Assistant Commis- 

missioners Supervision and sioners and two Additional Ap- 

control of the work in each pellate Assistant Commis- 

one District— sioners to hear and dispose of 

j appeals. 


42 Sales Tax Officers (out of 
these 4 Sales Tax Officers also 
exercise the powers of an Ag¬ 
ricultural Income-tax Offi¬ 
cer). The Sales Tax Officers 
attend to the levy and collec¬ 
tion of Sales Tax. 


A statement showing the number of assessments made 
and appeals and Revisions disposed of is furnished 
below : — 

No. of assessments made (annual). 


•95°-5i .... 

8,968 

1951-52 .... 

9.833 

•952-53 .... 

13,601 

No. of Assessments made (monthly). 


I950-5 1 

2,874 

•95*-52 .... 

9.282 

•952-53 .... 

• 8,293 

No. of Appeals disposed of. 


•95°-5i • ■ • 

140 

• 95 >-52 .... 

i.594 

•952-53 • • • • 

•>77 ! 

No. of Revisions disposed of. 1 


1950-51 . . _ • . 

279 

1951-52 .... 

46 

•952-53 

264 


5. Cost of Administration 

The cost of administration during the last 3 years is 
shown below : — 

Rs. in lakhs. 

•950-51 • • ■ • 2-42 

1951-52 .... 3-28 

• 952-53 .... 4-25 

• 953-54 • • • • 4 7 1 (Budget es¬ 

timate). 

The percentage of cost of collection over the Revenue 
Receipts works out as follows : — 


Cost of Receipts Percentage 
collection (Rs. in of cost 

(Rs. in lakhs) of 

lakhs) collection 

• over 
receipts 


• 950-5* 

2 -42 

210 -44 

I *14 

• 95«-52 

• • 3 -28 

243 -81 

i ‘34 

• 952-53 

4-25 

223 -88 

1 *70 

•953-54 (estimate) . 

4 71 

211 -50 

2 *22 


The increase in the cost of collection during 1953-54 
is mainly due to the opening of a few additional offices. 
The tax machinery is kept efficient and up-to-date. Ade¬ 
quate and peremptory steps are being taken to check 
evasions and to bring the offenders to book. The num¬ 
ber of offences detected along with compounding fee 
levied during the last three years is noted below : — 


No. of 

Year offences Compouding 

detected fee levied 


Rs. 

• 95 °- 5 I • ■ • • • 2,387 62,005 

•95 >-52.3.5 10 1,10,588 

• 952-53 . 4»°»5 •>04*036 

The intial difficulties connected with the formation of 
the Department are slowly but steadily being got over 
and with further additional facilities the entire work is 
expected to be brought fully under control very soon. 
The appointment of full-time Appellate Assistant Com¬ 
missioners to hear and dispose of appeals on the lines 
followed in the Indian Incometax Department is highly 
helpful to the tax-payer for these officers hear and dis¬ 
pose of appeals as independent judicial officers, with 
absolutely no leaning towards the Department. On the 
other hand the assessing officers have also begun to 
bestow adequate care and attention while making the 
assessments, for their orders stand a chance of being 
quashed if not properly drawn. With the appointment 
of a Sales Tax Appellate Tribunal and the conferment 



of a right to make a Reference to the High Court on 
questions of law, the picture would be complete. Steps 
are being taken to remedy the defects. 

6. Sales Tax Receipts 


Reasons for variations, etc. 



Net receipts 

Year 

(Rs. in lakhs.) 

I950-5 1 . 

310-44 

I95I-52. 

343 - 8 i 

1952-53 • - - 

333 ’88 

1 953-54 (Estimate) 

311-50 


The collections for 1951-52 show an increase over 
those of the other three years and this is mainly due 
to the fact that a large number of arrear assessments 
pending during the previous two years was disposed of 
and the tax due therefrom collected during the said 
year. During 1952-53, there was a general fall in the 
price level, followed by a slump in trade. In the circum¬ 
stances the revenue collections failed to reach the Budget 
estimate of Rs. 240 lakhs provided for, at the beginning 
of the year. 

The collections during the first quarter of 1953-54 are 
highly encouraging and it is hoped that the final results 
may be decidedly better than those in the previous year, 
especially when the implications of Article 286, so far 
as foreign trade is concerned have been clarified by the 
Supreme Court in their judgment in the cashew cases. 

7. Arrears, trends in the arrears etc 

The final assessments for 1950-51 have been completed 
while the assessments for 1951-52 and 1952-53 are in 
arrears. Then again the annual provisional assessments 
have been made on a regular and systematic basis from 
the beginning of 1953-54 only. In the circumstances, the 
over-all arrear position is expected to get steady and to 
be brought under control as soon as the arrear assess¬ 
ments are attended to and completed. Steps are also 
being taken to bring down the arrears as far as possible. 

The arrears invariably show a trend to fall due to the 
following reasons: 


the Constitution and tax is not therefore collected even 
at one point in the series of transactions. The over-all 
picture now shown is that the agriculturist sells his 
produce to the exporter direct, although the inter¬ 
mediaries carry on their usual business. The agricul- 
truist is exempted from the levy of Sales Tax as per the 
provisions of the General Sales Tax Act while the 
exporter is exempt under Article 286 (i) (b) of the 
Constitution. With a view to put a stop to legal avoidance 
practised by dealers in this and other respects the ques¬ 
tion of suitably amending the General Sales Tax Act 
has already been taken up for consideration. 

Section II. —Replies to Questions bearing on Sales Tax 
Question No. 125. 

(i) (a) Sales Tax need not be extended to charges for 
services proper, as in the case of goldsmith who makes 
an ornament out of gold entrusted to him. The very 
same principle applies to a printer to whom paper is 
supplied for printing. 

(b) Charges for both services and goods where the two 
cannot be readily separated should be taxed and this 
is beinft done. No administrative or other difficulties 
have been felt, so far. The Hotel while supplying meals 
to a customer sells goods to him and the sales price of 
this can be included in the turnover for tax purposes. 

(c) Sales Tax should be extended to charges for all 
types of goods into the price of which services enter 
as a substantial element. There is transfer of property 
in goods in these cases although comparatively labour 
forms a substantial portion of the value of the goods 
sold. These articles clearly come under the definition 
of “goods” defined under the Act. 

The following quotation from a well-known author 
lays down the principle on the basis of which the ques¬ 
tion may be judged : 

“Where the employer delivers to a workman either 
all or the principal materials of a chattel on which the 
workman agrees to do work, there is a bailment by the 
employer, a contract for work and labour, or for work, 
labour and materials (as the case may be) by the work¬ 
man. 


(a) The officers who are now sufficiently experienced 
maintain a keen and vigilant watch over the 
defaulters and take care to recover the dues 
from them either by persuasion or by coercive 
steps. 

(b) The dealers have also now got familiar with 
the provisions of the Act and the Rules issued 
thereunder and so a majority of them do not 
wish to prostpone payment of tax legitimately 
due from them. 

The penal step now taken to recover the. arrears is 
either to prosecute the defaulter before a Magistrate or 
to recover the same under the Revenue Recovery Act 
with the help of the Revenue Authorities. Both the above 
steps involve a good amount of time and so the ultimate 
result is yet to show a decided improvement. Proposals 
to improve the collection of arrears are being carefully 
ransidered and studied and it is expected that the present 
difficulties may be surmounted very soon. 


Materials added by the workman, on being affixed to 
or blended with employer’s materials, therefore, vest in 
the employer by accession and not under any contract 
of sale” 

Benjamin's Standard of Work (Pages 166-168—Eighth Edition). 

(ii) The levy of a tax on forward transactions is sure 
to react adversely on the general market conditions. The 
price-level is usually being kept steady by these transac¬ 
tions. If a tax is to be levied on the same, the parties 
to transactions may not be in a position to bear the 
tax burden and so the transactions are sure to be brought 
to a minimum. In the case of forward transactions in 
stocks and shares also, the very same difficulty arises 
It is therefore not desirable to extend the levy of Sales 
Tax in regard to transactions falling under the above 
category. 

Question No. 126. 


8. Evasion and avoidance 

Various forms of evasions have been detected and 
these are briefly summed up below : — 

(a) Suppression of cash purchases—Non-issue of pur¬ 
chase invoices or issue of purchase inovices for 
amounts less than the actual ones. 

(b) Suppression of cash sale receipts. 

(c) False postings and totallings. 

(d) Opening of accounts in bogus names. 

(e) Maintenance of double set of accounts. 

(f) Attempts to suppress intermediary transactions 

«3cc., ore. 

fibres showing the alleged loss in revenue 
on the said account are not available. However 
peremptory and stringent measures are being taken tc 
check and put a stop to evasions by a detailed and care¬ 
ful examination of accounts by a cross verification oi 
transactions in the accounts of various dealers, by sur¬ 
prise inspections in shops, godowns, etc., by an intensive 
survey work, etc. y intensive 


(i) Tax on advertisements and Sales may be levied 
by the Centre and it may be distributed among the 
States in proportion to circulation. 

As regards the argument that on account of the small 
price charged for each newspaper the Sales Tax would 
be fractional and cannot be passed on to the buyer and 
m the aggregate it would be an undue burden on the 
concern itself, it may be pointed out that it is not 
essential that Sales Tax should be passed on visibly to 
the consumer. Sales Tax is only one of the overheads 
of the printer and publisher in the same manner as office 
expenses, cost of raw materials etc. The paper will have 
to fix its economic sale price taking into consideration 
the possible Sales Tax burden. The difficulty is imaginary 
and arises from a wrong notion prevalent about Sales 
Tax, viz., that it is something to be reimbursed visibly 
from the purchased. 

All classes of newspapers should be subjected to tax 
There should be a machinery for assessing their circula¬ 
tion, The advertisement tax may be a graduated levy 
on the turnover through advertisements, rising with the 
turnover. A low rate may be adopted and a certain 
minimum prescribed as a taxable minimum as in the case 
of Sales Tax. 


In the case of commodities exported to foreign coun¬ 
tries or inter-State the tendency is to mSse the 
transactions as far as possible and the intermediary! 
go underground. This is a very serious problem which 
has arisen ever since the introduction of Article 286 of 


ouwiunuca me cureaay levying 
tax on advertisements other than those appearing i 
newspapers in this* State it is not desirable to levy 
further tax on the above. After all advertisements otlu 
than those published in newspapers are few and th 
revenue yielded therefrom is also not much. 



Question No. 127. 

From an administrative and practical standpoint of 
view, it would be found very difficult to levy Excise duty 
on all commodities produced and consumed in the State 
as the majority of the goods is not either produced or 
manufactured on a factory basis as in the case of Tea, 
Matches etc. There can, therefore, be no adequate control 
exercised either over their production or distribution. 
In the result the question of extension or increase of 
the said duty may prove to be far from successful. 

If the Excise duty on a particular commodity is in¬ 
creased to the highest pitch, the result will be less move¬ 
ment of goods followed by less consumption. 

In the case of Octroi or Terminal taxes, the very same 
difficulties as those observed in the case of duty on 
Excise are repeated. It is not clear how, where and on 
whom these duties will be levied and collected effective¬ 
ly. If Octroi duties are to be levied by two States on 
goods sold inter-State there is no doubt that Sales Tax 
is preferable to such a duty, for under Article 286 of the 
Constitution Sales Tax need be paid at one point and 
that in the consuming State only. 


the rate at one point. The present day trend in the 
trade is to minimise the series of transactions, especially 
when the whole saler often happens to be the retailer 
also. In that case the consumer can purchase goods requir¬ 
ed by him on payment of Sales Tax at one or two points 
only. Hence he is a gainer to that extent. Then again due 
to the fact that the rate is low and that there is free 
competition in trade, the Sales Tax imposed at every 
stage , may not pass on to the consumer at all. Further, 
if the retail dealer doesn’t happen to have an assessable 
turnover the consumer is sure to get goods less the Sales 
Tax payable by him. On. the other hand under the 
single point system the consumer has no other alter¬ 
native than to pay a high rate of Sales Tax on the goods 
purchased by him as the dealer will take care to see 
that he is not put to any loss on the said account. 

(b) Dealer .—The dealers would prefer the single point 
scheme on the ground that there will be liquidity of 
trade and that the intermediaries can carry on business 
freely. They are also of view that a good number of 
them may not be called upon to file returns or to pro¬ 
duce accounts before Sales Tax authorities. Above all 
they get more chances of evasion than under the multi¬ 
point scheme. 


Coming to Customs, an over-all extension or increase 
in the said duties is sure to affect adversely the internal 
as well as the external trade, the balance of trade and 
the ultimate prosperity of the country at large. Besides, 
when Article 286 (1) (b) of the Constitution prohibits 
the levy of Sales Tax on the purchase or sale of goods 
in the course of import into and export outside the 
territory of India, there is after all no need to interfere 
with the Customs duty with a view to abolish Sales Tax. 

All the above three duties entail a levy of tax upon 
the goods themselves, while Sales Tax is levied on the 
sales or the proceeds of sales of goods. It is, therefore, 
clear that these duties and Sales Tax are separate and 
distinct imposts. Past experience also shows that a levy 
of Sales Tax on a dealer’s turnover does not in any way 
tend to reduce the consumption of goods and thus in¬ 
directly diminish the revenue under Excise or Customs 
duties. 

Sales Tax is one among the important sources of 
revenue, if not the most important source allotted to the 
States under the Constitution. It plays a vital part in 
the State’s economy and if the same is. abolished and 
substituted by other methods of taxation as those sug¬ 
gested supra, the States may find themselves unable 
to carry on for long. In that case the question of amend¬ 
ing the present Constitution may have also to be consi¬ 
dered. 

Question No. 128. 

(a) Turnover as defined in the Travancore-Cochin 
General Sales Tax Act means the aggregate turnover for 
which goods are either bought by or sold by a dealer 
for cash or for deferred payment or for other valuable 
consideration. Then again Section 3 of the Act lays 
down that every dealer shall pay for each year a tax 
on his total turnover for such year provided his total 
turnover in that year is Rs. 10,000 and above. The Rules 
issued under the Act also prescribe as to how the turn¬ 
over is to be computed. It may be that some of the 
transactions are supported by documentary evidences 
and some are not. Notwithstanding the above, tax must 
be levied on the aggregate turnover as provided under 
the Act. 

(b) There is no separate law imposing tax on the 
sale of petrol in the Travancore-Cochin State as the 
Motor Spirits Taxation Act introduced in other States. 
The existing arrangement is quite satisfactory and does 
not cause any inconvenience either to the tax payer or 
to the taxing authority. 


If the rate of tax is low under the multi-point scheme 
there is sure to be liquidity of trade. The intermediaries 
may also then carry on business as usual. The dealers 
have to maintain accounts, furnish Returns etc. under 
either of the Schemes. Besides, under the single point 
scheme they are also saddled with an additional liability 
of proving whether certain transactions are tax-free or 
not. In the circumstances an honest dealer may not find 
the multi-point scheme less advantageous then the single 
point scheme. 

(c) Trade, Manufacture, etc .—The manufacturing 
concerns have raised no complaint against the multipoint 
scheme and they have also not advocated the levy of 
a Single Point Tax, so far. 

(d) Government .—Motive for evasions is less under the 
multipoint system. Even if evasion takes place at one 
point tax can be levied at another. Hence the revenue 
position is kept safe and steady. 

The administrative system is simpler than under the 
single point or any other scheme. If the single point 
system is adopted the accounts of the intermediaries will 
have to be scrutinised at great length to find out taxable 
and non-taxable transactions. Then again, it will also be 
necessary to introduce an elaborate system of exemption 
certificates and cross checking of accounts. 

Under the single point or any other system it will 
be also very difficult to fix the point at which tax could 
be effectively levied in respect of the following transac¬ 
tions of goods viz. goods produced and consumed within 
the State, goods imported and consumed in the State 
and goods produced in the State and exported to other 
States in India, or outside India. The single point system 
can be successful provided there is a thorough and effec¬ 
tive control over the production and distribution of the 
goods. If this is not possible, the temptation on the part 
of the dealers to evade payment of tax will be rampant 
especially when the rate of tax is very high. 

(3) (i) The entire tax collected by the dealer has to 
be paid to Government under section 11 (2) of the Act. 
The Department is also expected to verify and check the 
payments so made, as provided under law. 

(ii) The forms and procedure adopted now are simple 
enough. However, steps are also being taken to minimise 
the difficulties and hardships pointed out by the Sales 
Tax Enquiry Committee appointed by the Government. 


There is no need to formulate separate laws governing 
Sales Tax on other articles, as this is sure to bring in 
confusion in minds of dealers and to complicate matters 
further. 


Question No. 129. 

(1) There is no other system to be followed except the 
three systems mentioned in the question. The multi¬ 
point system now adopted in the State with a relatively 
iow rate of levy at each of almost all points of sale 
subject to certain exemptions, modifications and restric¬ 
tions is the best under the circumstances. There is no 
doubt that the Revenue position will continue to be 
maintained steady and safe, under the said system. 


(2) As already stated above the Multi-point Scheme 
may be adopted. The merits and demerits of the Scheme 
from the various points of view are detailed below: 

(a) Consumer .—TJnder the multi-point system, tax is 
levied at a low rate only whereas under the single 
point system tax will have to be levied at 2 or 3 times 


(iii) Business is going on as usual. However, in the 
case of certain export commodities such as pepper, 
ginger, lemon grass, oil, copra, coir yam etc. there is 
a tendency for the intermediary dealers either to stop 
business or to go underground. Purchase and sale in 
bogus names are also found practised here. The fact 
is that with their small margin of profit they are unable 
to pay the tax legitimately due, especially when the 
export price of most of these goods is fixed by foreign 
demand. Then again, with the introduction of Article 286 
of the Constitution, the intermediate transactions are 
brought to a minimum in the case of commodities ex¬ 
ported inter-State or outside India. The rubber and Tea 
Estate owners prefer to export goods on their own 
account. In the case of such agricultural produce as 
pepper, ginger, etc., the agriculturists take goods to the 
Exporters and sell to them, provided they can afford 
to do so. Hence there is the natural tendency to bring 
down the intermediary transactions to a minimum as 
far as possible. With the Supreme Court’s recent decision 
in the Bombay Sales Tax cases, the sale of goods inter¬ 
state is to be treated as an intra-State sale in the State 
where the goods are delivered for purposes of cojjsump- 



tion. Consequently, the course of inter-State trade may 
also be seriously affected and changes may, therefore,' 
be expected in regard to inter-State transactions as well, 
very soon. 

There is no change noticed in the total volume of 
business transacted in the State on account of the levy 
of Sales Tax. The intermediaries are there and are sure 
to continue. At the time of the introduction of Article 
286 of the Constitution some of the Exporters opened 
branches at Fort Cochin but with the Supreme Court’s 
decision, they have closed these branches, 

(iv) The scope for evasions is the least under the 
present scheme of taxation. However, there are evasions 
as those under any other taxing statute and effective 
steps are always being taken to eradicate the same, as 
far as possible. The cost of collection is not expected 
to be less under the Single Point Scheme than under 
the present scheme. But the revenue position is sure 
to deteriorate to a very serious extent under the former 
scheme, for the temptation and chances to evade are 
greater there. 

Question No. 130. 

(i) Special rates of levy higher than the ordinary rate 
are necessary in respect of luxuries —vide -Section I (3) 
of the Memorandum. 

(ii) Lower rates of tax are imposed on Bullion, cotton 
yatp, cotton and hides and skins [vide Section I (3) of 
the Memorandum.] 

Reasons for lower rates .—In the case of Bullion the 
turnover works out to a very huge figure on account of 
its sale value and hence if Sales Tax is levied in the 
series of transactions the ultimate price when it reaches 
the consumer would go very high on account of the 
levy of tax. Besides, the dealers usually take a very 
small percentage of profit on Bullion and if tax is levied 
at every point they may not be able to carry on business 
at all. 

Cotton yarn is required to manufacture cloth which is 
essential to everybody. Hence tax is levied at a single 
point and that at a very low rate of one half of one 
per cent only. 

There are few purchases and sales in cotton as well 
as hides and skins conducted in the State. 

(iii) The goods essential to the life of the community 
are exempted from the levy of Sales Tax (vide Section 
I (3) of the Memorandum). 

Question No. 131. 

Although the multiple point scheme of taxation is 
followed with a low rate of tax in all the South Indian 
States, a large number of exemptions is also granted 
partially or wholly in regard to the levy of Sales Tax on 
several commodities. The trade and economic conditions 
vary from State to State and so it is neither feasible 
nor advantageous to lay down a uniform scheme of 
taxation in all the States. Hence, in the interest of the 
State Revenue as well' as the tax-payer’s own interest, 
the States shall have to determine for themselves the 
most fair and equitable method of levy of Sales Tax. 

Out of the four suggestions made in the questionnaire 
to bring about uniformity in taxation number (i) viz. 
“by formal or informal convention” has already been 
accepted and followed. The other three proposals do 
not deserve any consideration. The States are quite alive 
to the hardship and difficulties caused to the consumers 
and dealers and are taking timely steps to mitigate 
them on their own initiative and also by mutual consul¬ 
tation among themselves. 

In the circumstances there is absolutely no need for a 
Central Legislation at all. The following quotation from 
the recent Supreme Court’s judgment in the Quilon 
Cashew cases very well lays down the principle to be 
followed on the subject: 

It is true as pointed out in the previous decision, 
that the export-import trade is important to our 
national economy, but it is no less true that 
the State—power of taxation is essential for 
carrying on its administration, and it must be 
as much the Constitutional purpose to protect 
the one as not to unduly curtail the other The 
question really is. how far did the Constitu¬ 
tion-makers want to go in protecting the foreign 
trade by restricting the power of taxing sales 
Py rc “ ase of goods which they conferred on 
the States under entry 54 of list II. The problem 
before them was one of balancing and reconcil¬ 
ing the rival claims of foreign trade in the 
interests of our national economy and of the 
States power of taxation in the interest of the 
expanding social welfare needs of the people 
committed to its charge.” 

40—2 T. E. Com. 


It would be well and, good if the dictum laid down 
above is observed, if the States have to function properly 
and to serve the ever-growing needs of the Public. Sales 
Tax Revenue forms an integral part of a State’s economy 
and so they should be allowed to legislate and administer 
the same without the least interference, whatsoever. 

Question No. 132. 

A major portion of the commodities included in the 
Schedule published under the Essential Goods Act is 
already exempted from the levy of Sales Tax in this 
State, However, it may be pointed out in this instance 
that certain commodities e.g. cocoanuts and cocoanut oil 
which are declared essential under the said Act are 
produced in a large scale in the State and are also 
export commodities. Therefore, these goods cannot be 
considered as essential so far as this State is concerned. 
Similar instances may be found in the case of other 
States also, Hence the question whether the States may 
be given some discretion to declare which of the com¬ 
modities are essential or not in accordance' with their 
production and distribution in the' State or outside, 
deserves serious consideration. 

The Essential Commodities Act has brought uniformity 
to a certain extent in regard to exemption from the levy 
of Sales Tax on the goods specified therein, in the 
several States. The States are quite alive to-.the need 
of giving as much relief as possible in this direction, 
but the only obstacle which stands in the way is their 
limited and inelastic revenue resources and the ever¬ 
growing expenditure on development plans. 

The proposal to extend the Act to certain commodities 
which were subject to the levy of tax previously is not 
acceptable. 

Question No. 13S. 

As per the recent decision of the Supreme Court in 
the Bombay Cases, the scope of Article 286 (1) (a) read 
with the Explanation is briefly summed up as follows: 
Sales or purchases coming under the explanation are 
considered to be intra-State sales or purchases so far as 
the consuming State is concerned. It follows that such 
sales or purchases Will be sales or purchases outside 
all other States and consequently no other State than 
the consuming State has the power to levy the tax. The 
scope of Article 286 (2) is thus restricted except in the 
case pf goods sold inter-State and re-exported. The 
consuming State is put to serious administrative and 
practical difficulties in the matter of levy and collection 
of tax from dealers who reside outside the State. The 
dealers in one State are also put to hardship and in¬ 
convenience, when thay are called upon to file returns, 
to produce accounts etc., before? Sales Tax. authorities in 
another State. Besides, each State will have to increase 
their assessment staff twice or thrice the present strength 
jn order to cope with the heavy additional assessment 
work involved in these cases. In the circumstances the 
Constitution has to be so amended that Sales Tax may be 
levied on inter-State transactions in the State where the 
goods were held, produced or manufactured. The only 
precaution to be taken in this instance is that this trans¬ 
action does not suffer taxation more than once. 

The proposal to tax the importer-purchaser in the 
consuming State on the turnover of goods purchased by 
him, instead of the sales turnover of the outside-State 
seller looked practicable and attractive. But when the 
importer has to pay tax both on his purchase turnover 
as well as on his sales, he may be put to serious hardship 
and inconvenience. Apart from- the legal inequity in¬ 
volved here, the importer may not be in a position to 
find out the necessary funds to pay the tax due. In the 
circumstances, the suggestion given in the previous para 
is more feasible than to levy tax on the purchase made 
inter-State by the importer. 

Cocoanut, copra, cashew-nuts and cashew kernels are 
liable to the levy of Sales Tax on their purchase turn¬ 
over. The dealers are not in a position to collect Sales 
Tax on the goods purchased by them as in the case of 
sales. But they make up the margin for the payment of 
Sales Tax due, by paying a reduced purchase price to 
the vendor of goods. Hence the Sales Tax is thrown 
back to the producer of the goods and he actually 
suffers. The Cashew Factory owner who sells kernels 
does not pay any Sales Tax on the turnover of kernels 
sold by him. His assessable turnover is determined on 
the value of cashew-nuts and kernels purchased by him 
only. In-the case of cocoanut oil manufacturer, deduction 
is allowed under Rule 20 for the value of that quantity 
of copra crushed for which the oil is manufactured and 
sold. It will be therefore seen that tax is not levied on 
the purchases and sales of the same transaction. 

Question No. 134. 

There are certainly no trade barriers on inter-SItaie 
trade or uneconomic diversions of trade experienced in 
this State on account of the levy of Sales Tax, as matters 
stand at present. 



General 

Question No. 137. 

As a result of the implementation of the Five Year 
Plan, the scope for exention of the field of commodity 
taxation is certainly bright There is sure to be an in¬ 
creased turnover and consequently increased receipts 
under Sales Tax. 


Question No. 138. 

Almost all the “luxury’ articles are subject to the levy 
of Sales Tax at high rates, at present. Hence the ques¬ 
tion of increasing these rates may be seriously considered, 
at the proper time. 

Section III— Other Remarks 

As already observed, Article 286 of the Constitution 
has brought with it serious complications and problems 
in the working of the General Sales Tax Act in this 
and other States. However, the Supreme Court’s decision 
in the Quilon Cashew cases as well as in Bombay Co. 
cases has clarified the doubts arising of goods purchased 
or sold in the course of import into or export outside 
the territory of India. But the question of levy of tax 
on inter-State transactions based on the Supreme Court’s 
decision in the Bombay Sales Tax Cases remains yet to 
be solved. Experience gained in the administration of the 
General Sales Tax Act always shows that the safest 
point to levy 1 tax is either on the purchase made by the 
importer or the sale effected by the exporter. But when 
tax is prohibited to be levied at these two points under 
the Constitution the natural tendency on the part of the 
dealers is to take the fullest advantage of the weak 
spot and try to avoid payment of tax by some means or 
other. Hence the point at which Sales Tax could be 
effectively levied and collected on the above transactions 
has yet to be determined. 

With a view “to examine the administration and work¬ 
ing of the Sales Tax Department in the State and to 
suggest amendments to the law and improvements in 
the administration of the same in order to remove any 
undue hardship, to prevent evasion of tax and to secure 
the better administration of the law” Government had 
recently appointed a Committee. The Committee have 
enquired into the various aspects of the question and 
have submitted a report to Government along with their 
proposals on various important points referred to them. 
The report is under consideration of Government. 


STATE EXCISE 

Section I.— Factual Background 

Administrative set up 

There is a separate Department for the administration 
of excise in the State. The Head of the Department is 
the Excise Commissioner. The First Member, Board of 
Revenue is functioning as the Excise Commissioner also. 


The State has been divided into four Divisions each 
Under the charge of, an Assistant Excise Commissioner 
for purposes of Excise Administration. The Division has 
again been divided into Circles each in charge of an 
Excise Circle Inspector and the Circles in turn have 
been sub-divided into Ranges. Each Range is in charge 
of an Excise Inspector. He is assisted by Preventive 
Officers and Guards. 

The Policy of the Department and the Excise tax 
system are shaped by the Government at Secretariat 
level on the advice of the Revenue Board. The actual 
day to day working of the Department is supervised 
by the Circle Inspectors and Assistant Excise Commis¬ 
sioners, the overall supervision resting with the First 
Member, Board of Revenue. 


Assessment, Appeals and Revision 

There is no assessment in the strict sense of the term 
as far as Excise revenue is concerned. The independent 
shop system is in force in respect of arrack, toddy, 
opium, ganja, cocobrandy and retail sale of foreign 
Liquor. These shops are auctioned periodically by the 
Members of the Board of Revenue and the rental for 
these shops is thus fixed periodically. The right for 
the sale of the other excisable articles is given on a 
fixed fee system on payment of fee. 

There being no assesment proper, there is no scope for 
appeal and revision on that score. All the same, all 
executive orders passed by any officer are appealable 
to his superiors and Government have the power of 
revision in all cases, 


Collection 

The Range Inspectors and Circle Inspectors are 
primarily responsible for the collection work. The Assis¬ 
tant Excise Commissioners have also a responsibility to 
see that the dues are collected promptly. When any 
person defaults, Revenue Recovery Proceedings are 
resorted to for enforcing payment. 

Cost of Collection 

The Excise tax administration is efficient enough. The 
cost of establishment etc. works up to 5-64 per cent. 
(1951-52) of the total departmental revenue. 

Level of Excise rates 

The method generally adopted for increasing excise 
revenue is enhancement of excise duties. This was being 
done whenever an increase in State revenue was found 
necessary. From 1-4-1951 the rate of Excise duty on 
arrack was enhanced from Rs. 8-4-2 to Rs. 9-4-9 per 
gallon of 258 U.P. The tree tax was also enhanced by 
25 per cent, from 1-4-1952. Gallonage fee on Foreign 
liquor was enhanced from 1-4-1953. All these enhance¬ 
ments were made with a view to keep up the revenue. 

Excise Revenue by its very nature is a tax not borne 
by the general public as a whole, but by those who 
consume liquor or other excisable articles. The policy 
of all civilized Governments being to minimise consump¬ 
tion of liquor and narcotics, the tax is fixed as high as 
possible, but not at a too excessive rate. 

Excise Revenue 

Excise Revenue is a fluctuating one and depends main¬ 
ly on the purchasing power of the common folk, especial¬ 
ly the class that go in for alcoholic drinks. During the 
closing period of the last war and after there was an 
increase in the Excise Revenue of the State mainly due 
to inflation. The Abkari and Opium Revenue that stood 
at Rs. 84-33 lakhs in 1120 (1944-45) rose to Rs. 210-86 
lakhs in 1123 (1947-48) in the erstwhile Travancore State. 

Tax Evasion 

Excise tax is of such a nature that in the absence of 
a vigilant watch, there is every scope for evasion of tax. 
But there is a sufficiently strong Preventive Excise force 
in the State, so much so, there is practically no tax 
evasion worth mentioning. 

Prohibition 

In 1123 (1947-48) Prohibition was introduced in one 
taluk (Chittur) of the erstwhile Cochin State and in 
1124, in 6 taluks of the erstwhile Travancore State. There 
was a consequent fall in revenue. In 1124 the revenue 
was Rs. 147-94 lakhs in both the States put together. 
Prohibition is now in'force in 13 taluks of the Travan- 
core-Cochin State. But the Abkari revenue in the remain¬ 
ing taluks showed an upward trend mostly due to the 
high price prevailing for pepper, lemon grass oil, coconut 
etc., and partly due to the enhancement of duty on 
arrack. The revenue for 1951-52 was Rs. 243-53 lakhs. 
The revenue is now showing a downward trend due 
to the lesser purchasing power of the people. 

Section II.— Replies to Questions 

Question No. 135. 

State Excise .—Excise . duties are levied on the following 
kinds of liquors and spirituous preparations : — 

(1) Foreign liquor of Indian manufacture. 

(2) Country liquor issued for consumption in licensed 
shops in the non-prohibition area. 

(3) Rectified spirit. * 

(4) Spirituous medicinal preparations. 

(5) Spirituous toilet preparations and perfumery. 

Excise duty on the above items is levied at the source 
in the case of manufacturers in the State or at the time 
of import or by future adjustment on a mutual agree¬ 
ment basis. 

According to the Constitution duty on alcoholic liquors 
for human consumption except duty on medicinal and 
toilet preparations containing alcohol is a State subject, 
whereas duty on medicinal and toilet preparations con¬ 
taining alcohol is a Central subject. It will be advanta¬ 
geous to have the duties on items 1, 3, 4 and 5 uniform 
throughout the Union as interstatal transactions take 
place in these items. As regards country liquor each 
State may be allowed to have its own rate of duty 
and mode of collection since ordinarily country liquor 
is not sent from one State to another. Government of 
India have already drafted a Bill for providing uniform 



rate of Excise Duty on medicinal and toilet preparations 
containing alcohol, opium, Indian hemp or other narcotic 
drugs. This will cover items 4 and 5. As provided in 
that draft Bill, the collection of these duties may rest 
with State Government and the amounts collected may 
also come to State Government concerned. 

AGRICULTURAL INCOME-TAX 

Section I.— Factual Background 

The Travancore-Cochin Agricultural Income-tax Act 
XXII of 1950 came into effect as on 1st April 1951. Previ¬ 
ous to the above Act, Agricultural income used to be. 
assessed under the provisions of Travancore Agricultural 
Income-tax Act of 1119, M.E. (1943) and subsequently 
under those of the Travancore Income-tax Act of 1121 
M.E. (1945) in the erstwhile Travancore State. In the erst¬ 
while Cochin State, Agricultural Income used to be 
assessed as per the provisions of the Cochin Income-tax 
Amended Act of 1122 M.E. (1946). 

1. Existing Scheme of Taxation 

The Act provides for the levy of a tax on Agricutural 
Income in the Travancore-Cochin State. No Agricultural 
Income-tax shall be payable on a total agricultural in¬ 
come which is less than Rs. 3,000. The limit referred 
to above is raised to Rs. 6,000 in the case of every 
Hindu Undivded Family or Marumakkathayam Tarwad 
including a Namboodiri family, etc., which satisfies at 
the end of the previous year the condition that it consists 
of at least five members. Then again further and addi¬ 
tional relief relating tor charge of Agricultural Income- 
tax is being- granted in respect of the following under 
Section 3 of the Act: 

(a) Undivided Marumakkathayam Tarward includ¬ 
ing a Namboodiri family, etc. consisting of more 
than five members and whose agricultural in¬ 
come exceeds six thousand rupees. The tax shall 
be assessed at the average rate applicable to 
the share of Agricultural Income due to five 
members of the family or to Rs. 6,000 which¬ 
ever is higher, 

(b) In the case of Undivided Hindu Family con¬ 
sisting of brothers only or of a brother or 
brothers and the son or sons of a brother or 
brothers and whose agricultural income exceeds 
Rs. 6,000 the tax shall be assessed at the average 
rate applicable to the share of income due to 
a brother or to Rs. 6,000 whichever is higher. 

(c) In the case of persons holding property as 
tenants-in-common and driving agricultural 
income, the tax shall be assessed at the rate 
applicable to the agricultural income of each 
tenant-in-common. 

The above relief is granted mainly with a view to 
avoid division and consequent fragmentation of proper¬ 
ties on account of the levy of a high rate of Agricultural 
Income-tax. 

Section 5 of the Act provides as to how the Agricultural 
Income is to be computed and also specifies the various 
kinds of deductions to be allowed for the purpose. Four¬ 
teen items of deductions are enumerated here and they 
are more exhaustive and comprehensive than those 
allowed under the previous enactments. Exemptions 
granted from assessment to Agricultural Income-tax are 
narrated in Section 10 of the Act and no Agricultural 
Income-tax shall be payable on the above portion of the 
total agricultural income of a person. The assessment 
and* recovery of tax are made in accordance with the 
provisions contained in Chapters V and VI of the Act and 
these provisions are drawn on the lines followed under 
the Income-tax Act. 

Sections 31 and 32 of the Act deal with an appeal 
against an assessment to the Assistant Commissioner 
and a second appeal to the Agricultural Income-tax 
Tribunal against the order in appeal passed by the Assis¬ 
tant Commissioner respectively. As per Section 34 of 
the Act the Commissioner of Agricultural Income-tax 
is conferred with the powers of Revision under the Act. 
Questions of law may be referred to the High Court 
under Section 60 of the Act. 

Chapter IX of the Act lays down the provisions relating 
to the levy and collection of Super-tax. No Super-tax is 
leviable on the first Rs. 25,000 in the case of every 
individual, Hindu Undivided Family, Marumakkathayam 
Tarward, Unregistered Firms and other Association of 
Persons, while in the case of a Company Super-tax is 
leviable on the whole of the total agricultural income as 
in the case of Income-tax. 

Schedule Parts I and II deals with the rates of levy 
of Agricultural Income-tax and Super-tax, respectively. 

To sum up, the Agricultural Income-tax Act is care¬ 
fully drawn up and contains ample provisions to mitigate 
the difficulties and hardships caused to the Agriculturist#, 


if any. The Act is self-contained, exhaustive and is drawn 
upon the basis of mature experience gained during the 
past ten and odd years. 

2. Amendments to Law, etc. 

Section 71 of the Act which deals with the “Repeal 
and Savings” has alone since been suitably amended. 

3. The rates of levy of Agricultural Income-tax, etc. 

The rates of levy of Agricultural Income-tax and 
Super-tax are specified in the schedule attached to the 
Act, Parts I and II respectively. There has been no 
change in the rates so far. 

4. Administrative set up 
Board or Revenue 

The Commissioner of Agricultural Income-tax 


(First Member to the Board of Revenue— 
Exercises the powers of Revision.) 


The Deputy Commissioner of Agricultural 
Income-tax and Sale* Tax (exercises the powers 
of Appeal against assessments made by the 
Inspecting Assistant Commissioners). 


4 Inspecting Assistant Commis¬ 
sioners. Supervision and control 
and also exercise the powers 
of an Agricultural Income-tax 
Officer to assess incomes from 
Rs. ao.ooo and above. 


TO Agricultural 4 Agricultural 
Income-tax Income-tax 

Officers, and Sales- 

tax Officers. 


Two Appellate Assistant Com¬ 
missioners of Agricultural In¬ 
come-tax and Sales-tax and 
two Additional Appellate As¬ 
sistant Commisssioners (tem¬ 
porary, to hear and dispose of 
appeals agains t orders passed 
by the Agricultural Income- 
tax Officers. 


There is also an Agricultural Income-tax Tribunal 
constituted under the Act to hear and dispose of second 
appeals against the orders in appeal passed by the 
Deputy Commissioner or Appellate Assistant Commis¬ 
sioners. 

The Agricultural Income-tax and Sales-tax Department 
attends to both Agricultural Income-tax and Sales-tax 
work in the State. The Controlling and Supervising as 
well as well as the Appellate Officers are common to both, 
while independent and separate Agricultural Income-tax 
and Sales-tax Officers attend to Agricultural Income-tax 
and Sales-tax assessments, respectively. However, there 
are four Agricultural Income-tax and Sales-tax Officers 
who attend to assessments under both the Acts. The 
Officers of the Department are expected to be wellversed 
in the administration of both the Acts and are inter¬ 
changeable. Previously, both the items of work used 
to be attended to by one and the same set of officers 
but the ultimate results proved to be not at all satis¬ 
factory. Hence the present arrangement was introduced 
which enables an Agricultural Income-tax Officer or 
Sales-tax Officer to devote his full time and attention to 
one item of work only. 

The number of assessments made and appeals disposed 
of during the last 3 years is noted below : — 


Assessments. 

Year 


Number 
of assess¬ 
ments 
made 


1950-51 

i95»-52 

1952-53 


• • 


Appeals. 


Year 


1950- 51 

1951- 5» 

1952 - 53 


• , . • 


3.963 

8,566 

8,649 


Number 
of appeals 
disposed of 

38 

199 

7*8 




5. Cost of Administration 

The cost administration of the Department is worked 
out in the proportion of 1:2 as the Agricultural Income- 
tax and Sales-tax Department is treated as one unit. 

The cost of collection along with the percentage of cost 
over the receipts are noted below : -r— 


Cost of Percentage 


Year 


collection 
(Rs. in 
lakhs). 

of cost 
ofcollec- 
tion over 
receipts 

1950-51 • 

. . • ' 

I *21 

2 -43 per cent. 

1951-52 - 


I -82 

1 -84 

1952-53 • 


2-13 

2-16 „ 

1952-54 (Budget estimate) . 

2'34 

3'J2 .. 


The increase in the cost of collection in 1953-54 is 
partly due to the increased expenditure due to the recent 
re-organisation of the Department and partly due to a 
fall in the revenue estimate for 1953-54. But the small 
increase in cost of administration is sure to be justified 
in the long run, since more efficient and quick disposal 
of assessments is expected to be made. The Agricultural 
Income-tax assessment 'work was not being quite satis¬ 
factorily attended to by the officers of the Income-tax 
Department either in the erstwhile Travancore or Cochin 
State, previously, as the officers had to devote more of 
their attention to assessment of non-agricultural income 
than to agricultural income. The survey work done so 
far was meagre and unsatisfactory. All sources of income 
were not also fully tapped. The assessments were made 
in a rough and/ ready fashion only. Above all a good 
number of assessments were kept pending disposal at 
-the; end of each year, due to circumstances beyond 
control.. AH these, defects are expected to be remedied 
under the present arrangement. 

6. Receipts, trend in receipts, etc. 


been directed to examine these documents with sufficient 
and meticulous care and to accept or reject them after 
they are, fully satisfied with the genuineness of the trans¬ 
actions mentioned therein, as the case may be. The 
tax avoided in this instance is not found to .be serious 
at all, for the officers refuse to accept bogus dispositions, 
settlements, etc. 

Section II.— Replies to Questions 
Question No. 139. 

Agricultural Income-tax used to contribute an annual 
revenue of a crore of rupees nearly, to the State during 
1951-52 and 1952-53. Among the eight “Principal Heads 
of Revenue” included under item “A” in the Budget 
Estimate, Agricultural Income-tax takes the fourth rank 
and hence it certainly plays a very important role in 
the economy of the State. The progress of land reforms 
is not expected to affect the Revenue under the Head 
seriously. In the circumstances, no modification in the 
existing system of taxation is necessary. 

Question No. 140. 

(a) In view of the answer given to Question 139, the 
suggestion to correlate Agricultural with non-agricultural 
Income-tax doesn’t arise. Hence the State will continue 
to hold complete jurisdiction and control over this item 
of taxation. 

(b) No alteration in the levy of Land Revenue is also 
called for. 

Question No. 141. 

The taxable Agricultural income in cases of no accounts 
is estimated on the basis of careful and detailed enquiries 
made in respect of the following : — 

(i) The extent of properties owned by a person as 
ascertained by a reference to the Revenue Re¬ 
cords. 

(it) The nature of the crop cultivated. 


The reecipts under Agricultural Income-tax are as 
follows 


Year 


1950- 5 ^IT • 

1951- 52 W • ■ ■ 

1952- 53 

1953- 54 (Budget estimate) 


Receipts 
(in lakhs of 
Rupees) 

49-87 
99 -08 
98-34 

75-00 


The year 1950-51 showed a serious decline in the 
collection figures and this was mainly due to the delay 
caused in the commencement of the regular assessment 
work during that year. As the assessment records, regis¬ 
ters, etc., were held by the Income-tax Departments in 
the erstwhile Travancore and Cochin States, it took some 
time before these were sorted out and taken over by 
the State Agricultural Income-tax and Sales-tax Depart¬ 
ment. Hence the assessments could be made towards the 
close of 1950-51 only. 


(iii) The probable yield in each major crop in the 
several localities during a particular year. This 
depends upon various factors—fertility of soil, 
manuring, irrigation facilities, monsoon condi¬ 
tions, etc. 

( iv ) Cost of cultivation. 

( v ) Market price of commodities. 

(«i) Other important factors which are of a general 
or particular character affecting the yield. 

There are official and non-official records available to 
ascertain the above facts. There are also well-maintained 
accounts forthcoming in a selected few cases which go 
a long way to determine the yield and cost of cultiva¬ 
tion correctly. Above all, the officers are allotted limited 
jurisdiction only and so they are expected to conduct 
intensive survey w.ork during each year. All information 
gathered by them is recorded then and there and made 
good use of at the time assessment. 


The Budget estimate for 1953-54 is put at a lower 
figure than that of the previous two years, especially 
on account of the sudden and abnormal fall in the price 
of Tea and the consequent loss suffered by Tea Estates 
during the previous year. However, the financial result 
so far achieved is quite encouraging and the final result 
is also expected to be better than the figure already 
estimated. On the whole the State can certainly be 
expected to collect a normal revenue of not less than 
a crore of rupees per year under the head, in spite of 
the fall in price of almost all the agricultural produce 
raised in the State. 

7. Arrears, trend in arrears, etc. 

The arrears under Agricultural Income-tax work Out 
to a very insignficant figure and there is no need to 
worry about collecting the same under the Revenue 
Recovery Act. With the help of the present assessment 
machinery, the arrears could be certainly kept under 
control and brought down to the minimum level possible. 

8. Evasions, avoidance, etc. 

The Individual Agriculturist in general does not main¬ 
tain any regular and systematic accounts and so the 
income is usually determined- to the best of the Agricul¬ 
tural Income-tax Officer’s judgment only. Hence the 
question of evasion, as such, doesn’t invarjably arise, 
unless the Officers do not take sufficient care in estimat¬ 
ing the income adequately. 

In regard to legal avoidance it is but usual to come 
across a few dispositions, settlements, etc., created with 
a view to avoid payment of tax. There the officers have 


(i) Expenses of cultivation, harvesting, etc., are 
allowed deduction on a fair and reasonable basis. The 
Agricultural Income-tax Officer who is in close touch 
with the different crops cultivated in each locality does 
not find it difficult to get at a more or less correct esti¬ 
mate of the expenses incurred under the several heads. 
■In the case of cash crops such as tea, rubber, etc., there 
are reliable statistics published by responsible Associa¬ 
tions showing the nature and estimate of the expenses 
necessarily to be incurred. 

(ii) Losses due to a calamity or other reasons are 
certainly allowed deduction. Under Section 12 of tne 
Travancore-Cochin Agricultural Income-tax Act an 
assessee is also allowed to carry forward the loss up to 
six years. 

The suggestion to allow an assessee the choice to 
furnish the average income for a period, say 3 to 5 years, 
etc., does not appear to be advantageous either to himself 
or to the State for the proposal is rather too stiff and 
arbitrary. The price level of almost all of these com¬ 
modities is fixed by outside demand and supply and is 
invariably subject to fluctuations, every now and then. 
Hence neither the tax-payer nor the State may find the 
arrangement satisfactory. Besides, none of the Agricul¬ 
tural Income-tax assessee has ever put forward such a 
proposal in spite of the fact that Agricultural Income- 
tax is being levied in the State since the last 9 years. 

(iii) . Depreciation .—‘Adequate provisions are made in 
the Act and the Rules issued thereunder to allow depre¬ 
ciation on buildings, machinery, plant or furniture which 
are the property of the assessee and are required for 
the purpose-of deriving agricultural income. A further 



depx-eciation is also allowed in respect of buildings 
erected or machinery or plant installed after the 31st 
day of March 1950 (vide Rules 9 and 10 of the Agri¬ 
cultural Income-tax Rules). Rule 12 of the Agricultural 
Income-tax Rules allows deduction for the cost incurred 
in respect of purchases or replacements of cattle or 
implements which are necessary for cultivation. 

Question No. 142. , 

As already observed the levy of Agricultural Income- 
tax in the State is ten years old and the-present rates 
have been fixed after a careful and detailed considera¬ 
tion of the several aspects of the question in hand. These 
rates require no modification at present (vide Schedule 
to the Act Parts I and II showing the Rates of Agricul¬ 
tural Income-tax and Super-tax respectively). 

There is no need to bring an uniform taxable limit 
or rate of taxation in all the States, for the nature of 
the crop cultivated, the usual extent of land held by 
the assessees, irrigation facilities afforded, the cost of 
cultivation incurred, etc., vary from State to State. 

The exemption limit now fixed Is Rs. 3,000 for indi¬ 
viduals and Rs. 6,000 for Undivided Hindu Family or- 
Marumakkathayam Tarwad, etc., consisting of at least 
five members. The question of a modification in the 
above limit also doesn’t arise at this stage, when: the 
Travancore-Cochin Agricultural Income-tax Act has been 
worked since the last two years only. 

' Section III.— Qther Remarks 

' The major portion of the Agricultural Income-tax 
Revenue in the State is collected from Tea and Rubber 
and it is a well known fact that these could be culti- 
vated economically in large scale in estates only. Hence 
the question of the liquidation of these estates into small 
bits on account of land reforms Or.other causes is, neither 
practicable nor feasible. 

In regard to the proposal to levy Income-tax on an 
assessee’s “total income consisting of both Agricultural 
and non-agricultural income,” it may be observed that 
the said scheme of taxation was tried in the erstwhile 
Travancore State for a period of four years under the 
provisions of the Travancore Income-tax Act of 1121. 
Experience showed that the scheme did not work satis¬ 
factorily Well due to the following reasons, 

(1) The Income-tax Officers paid more attention to the 
computation of the non-agricultural income than to that 
Of Agricultural Income. As a matter of fact the latter 
could be fixed on a correct and fair basis, provided the 
officers move about frequently, conduct a detailed and 
intensive survey and collect information regarding the 
various holdings, the crops cultivated, the yield derived 
and the cost of cultivation incurred. The Officers did not 
find enough time or facilities to attend td these most 
important items of work and in the result they either 
over-estimated or under-estimated an assessee’s agri¬ 
cultural portion of the income. The assessees who were 
over-assessed were put to serious hardship while those 
who were under-assessed escaped scot-free. 


(2) A very large number of individuals whose non- 
agricultural income under salary or other heads reached 
Rs. 1.200 and above were brought to , assessment to 
Income-tax after estimating the balance amount under 
Agricultural Income. As these persons maintained no 
accounts in regard to their agricultural income they 
invariably failed to get the assessment set aside either 
in appeal or revision. In the result they were hard hit 
by the assessments and did not find the means to pay 
the tax. 

(3) The number of assessees swelled up and there was 
a heavy pendency in assessments in all the offices.. Addi¬ 
tional and temporary offices were opened but these also 
failed to cope up with the increased work. Besides, the 
tax due in the smaller income cases was disproportionate^ 
ly poor and did not justify the expenditure incurred on 
account of the opening of additional offices. The net 
result proved to be heavy arrears in assessments as well 
as arrears in collection. 

Considering the limited elastic sources of revenue left 
to be tapped by the States Under the Constitution it is 
not at ali desirable to deprive them of their nower to 
tax Agricultural Income. As already pointed out the 
Indian Income-tax Department may not also have the 
facilities to attend to the assessments connected with 
the Agricultural Income-tax satisfactorily. The Agricul¬ 
tural Income-tax assessees are sure to he put to serious 
inconvenience and hardship on this account. In the 
circumstances, the proposal to club both items of income 
and to assess the total income to Income-tax does not 
deserve serious consideration. 

The other alternative proposal suggested is to fix the 
rate of levy of tax on an assessee’s total income inclusive 
of Agricultural and - non-agricultural income and “then 


to assess each separately at the enhanced rate. If the 
Agricultural and non-agricultural income assessments 
are to be attended to by the State and Centre respec¬ 
tively, the progress of assessments stands to suffer 
seriously for it may not be possible to finish the assess¬ 
ments in each one of the cases simultaneously. Then 
again the Central and State Officers will have to accept 
each other’s assessments without question. If this is 
not done difference of opinion may arise and ultimately 
the assessees' may suffer. The assessees are also put to 
certain inconveniences in appeal or revision. Where there 
is a loss suffered in either items of income, the question 
of carrying forward of the loss also crops up and this 
is sure' to create some practical difficulties in fixing 
the rate. On the Whole, this, arrangement as in the case 
of the first may not prove to be quite successful. 

LAND REVENUE AND LAND CESSES 
Section I.— Factual Background 

So far as the Land Revenue Department is concerned, 
only basic tax at the rate of Rs. 1-9-0 per acre in the 
Travancore area and land assessment at the settlement 
rates and Thirumulkazhcha at the rate of 6 pies in the 
rupee in the Cochin area are being realised. No other 
land cess is leviable by the Land 1 Revenue Department. 
There are of course other items of miscellaneous revenue 
such as rent for the occupation of Government lands, 
prohibitory assessment imposed under the Land Conser¬ 
vancy Act, collection fee of Jenmikaram, value of de¬ 
cayed trees, quarrying fees, etc. So far as the Land ' 
Revenue ‘ Department is concerned, no fiscal measures 
have been adopted in the State to prevent inflation etc. 
except the revision of the Kuthakapattam rates. 

Section II.— Answers to Questions. 

Question No. 143. 

Land settlement has been done away with in this 
State. Its re-introduction is not expedient. 

The basic tax on lands combined with an agricultural 
income-tax ensures an element of progression on higher 
income groups. The rates of both the basic tax and the 
agricultural income-tax can be reduced or increased as 
Occasion demands so as to do justice both to the tax¬ 
payer and to the State when marked variations occur 
in the prosperity of the ryots. This system has the ad¬ 
vantage that while it obviates the labour and expense 
of an elaborate re-settlement, it secures the effect of a 
periodical reassessment. 

Questions Nos. 144, 145 and 146. 

Does not arise in view of answer to Question No. 143. 

Question No. 147. 

Land tax (Basic Tax) in the areas covered by the erst¬ 
while State of Travancore is levied at the flat rate of 
3 pies per cent, while in erstwhile Cochin portion, land 
tax is levied at the rates fixed at the settlement which 
took place in 1908. The question of unifying the rates 
is engaging the attention of the Government. 

Question No. 148. 

Does not arise in this State. 

Question No. 149, 

The rates of basic tax should apply to the co-operative 
farms also. No modification is necessary in such cases. 

Question No. 150. 

. No. 

Question No. 151. 

So long as the system of basic tax prevails no differen¬ 
tiation is necessary. • • 

Question No. 152. 

The collection machinery is adequate. It is not being 
saddled with too many duties in this State. 

Question No. 153, 

No delegation has taken place in this State and hence 
there is no scope for ear-marking such funds for speci¬ 
fic purposes. , 

Question No t 154. 

(i) Land Revenue. 

(ii) The land revenue itself is levied at a flat rate and 
the amount of land revenue being comparatively small 
•under the basic tax system, there is. little scope for 
introducing an element of progression in the cess. 




(iil)'It would be appropriate to have a consolidated 
cess for local purposes and keep it completely within the 
purview of the local bodies, 

(iv) Not in this State. 


IRRIGATION RATES AND BETTERMENT LEVY 

Section I.— Factual Background. 

The irrigation projects in Travancore-Cochin State are 
intended only for the extension of irrigation facilities 
into areas already cultivated and developed with a view 
to provide against droughts and floods. So the scope for 
the levy of Betterment Contribution is not very consider¬ 
able. Betterment fee can be levied with some justifica¬ 
tion only in the case of new conversions of dry lands 
into wet lands, the conversions of single crop lands into 
double crop lands and in other cases where an additional 
crop over and above the existing ones can be raised 
and in cases where cultivation is stabilished. This levy 
has been proposed to be made in respect of all major 
irrigation works executed after 1st January 1943 viz., 
the commencement of the war after which the cost of 
execution of the works has increased considerably. The 
betterment levy is a share of the net increase on the 
capital value of the land resulting from the benefits 
afforded by the irrigation schemes and so the particulars 
of the lands benefited by the irrigation projects and the 
net increase in the value of such lands have to be as¬ 
certained. As regards the lands benefited or capable'of 
being benefited, they are proposed to be taken as all 
the sites falling within the commandable ayacut of the 
works as notified by the Government. For the assess¬ 
ment of the increase in the capital value of the lands, 
the method proposed to be adopted is to ascertain the 
net yields or income just before the commencement of 
a work and after its completion and capitalising the net 
increase by twenty times. The commutation rate to be 
adopted for purpose of capitating the net increase will 
be the average of the price of the commodities obtained 
during the last fifteen years. The rate of levy has been 
proposed to be 25 per cent of the difference between 
the value of the lands with reference to such date prior 
to the commencement of any work as the Government 
may fix and their estimated value with reference to such 
other date after commencemnt as the Government may 
similarly fix subject to a maximum of Rs. 100 per acre. 
Where the betterment is only the stabilisation of culti¬ 
vation, the levy will be limited to Rs. 20 per acre. The 
betterment fee has been proposed to be realised either 
in a lump or in equal annual instalments not exceeding 
twenty or by the surrender of surplus lands in the 
possession of the beneficiaries. The collection of this 
fee is to be made by the Officers of the Land Revenue 
Department. The recovery of Betterment charges will 
ordinarily commence only one year after provision of 
facilities for irrigation are made, the dates of commence¬ 
ment being fixed by the Chief Engineer, P.W.D. and 
notified in the Gazette. The minimum units for fixing 
the date of commencement of levy of betterment charges 
will be the area for which irrigation facilities are pro¬ 
vided by a minor distributory. According to the estimates 
furnished by the P.W.D. the total acreage that will be 
benefited by the major irrigation projects like the Peechi, 
the Chalakudi, the Vazhani, the Kuttanad Development 
Scheme, the Neyyar Scheme, the Kodayar Extension, the 
Mulakkanchira canal, the Chalakkal canal, the Kutta- 
puzha canal and the Palankadavu canal will be 2,94,774 
acres and the anticipated betterment levy according to 
the principles enunciated above will be Rs. 1,60,39-,480. 

Water Cess , 

It is also proposed to levy a recurring water cess from 
all the lands benefited by the supply of irrigation water 
mainly with a view to recoup the maintenance and opera¬ 
tion costs of the irrigation works. The Betterment Levy 
Committee has recommended that a water cess at the 
rate of Rs. 10 per acre for new conversions of dry lands 
into wet lands and raised with two or more crops and 
Rs. 7 per acre for new conversions raised with a single 
crop in respect of irrigation schemes executed after 1942 
In the existing registered wet lands, the rate has been 
limited to Rs. 5 per acre. Half the rates of the cesses 
referred to above will be imposed when water used for 
irrigation cannot be obtained without raising it by bal¬ 
ing or by some mechanical contrivance. It is also pro¬ 
posed to revise and refix the rates in respect of the old 
irrigation works at the rates proposed for the new pro¬ 
jects since the price levels justify the enhancement. 

In the case of minor irrigation works, no water cess 
is proposed to be imposed, but the principle of half 
contribution by the ryots is to be revised. As regards 
lift irrigation works, the existing rates of water cess viz., 
Rs. 25 per acre are not to be interfered with. 

The anticipated revenue under water cess in respect of 
the major irrigation projects referred to above is 
Rs. 9,33,500. 


Section II.— Answers to Questions. 

Question No. 155. 

Betterment levy and compulsory cess for all lands 
under command whether the water is actually utilised 
or not except for dry lands with improvements thereon, 
which do not require any irrigation water. 

Question No. 156. 

(i) 25 per cent 

Notf: —This ii the srte recommended by the Bettermena Levy Committee. No 
final decision has been taken by Govermment on this recommendation. 

(ii) The increase in the value of land may be assessed 
by taking into consideration the market value of the 
land before and after the introduction of the scheme. 
The amount of betterment levy, may be allowed to be 
paid in equal annual instalments not exceeding 20, and 
will be collected by the Revenue Department. 

(iii) The recovery of betterment levy should ordinarily 
commence only one year after provision of facilities for 
irrigation is made. 

(iv) Betterment levy need be imposed only in respect 
of irrigation schemes constructed recently, say, after 1st 
January 1943 and not in respect of those constructed and 
in existence before that date. 

(v) The proceeds of betterment levy may be ear¬ 
marked for credit to a non-lapsable Irrigation Develop¬ 
ment Ways and Means Fund. 

Question No. 157. 

Government are not in favour of irrigation rate. Hence 
no answer is proposed. 

Question No. 158. 

Irrigation cess may be fixed as an amount relatable 
to the annual cost of maintenance of the work. 

Question No. 159. 

No betterment levy, irrigation rate or irrigation cess 
should be collected for lands benefited by minor irriga¬ 
tion works, i.e., works which irrigate an area not exceed¬ 
ing 200 acres ; but the benefited ryots should be made 
to contribute 50 per cent of the cost in annual instal¬ 
ments. In the case of Lift Irrigation works of which the 
cost involved is comparatively very high irrigation cess 
should be levied irrespective of whether the area bene¬ 
fited is only 200 acres or below. 

Question No. 166. 

It is desirable to make Land Revenue uniform for all 
lands. Consolidation of water cess with Land Revenue 
will make the rates differ. 

Question No. 161. 

The imposition of a surcharge on irrigation cess (which 
is already proposed to be enhanced) will be too great 
a burden on the ryots. 

STAMP DUTIES 

Section I.— Factual Background 

Introduction 

Different Stamp Acts were in force in the erstwhile 
States of Travancore and Cochin till the integration of 
the two States in 1949. The Travancore Act IV of 1080 
and the Cochin Act VI of 1083 were repealed in 1125 M.E. 
and a common Act, Act I of 1125 called the United State 
of Travancore and Cochin Stamp Act was passed. The 
general stamp law of the State is now governed by this 
enactment and this came into force on 20th Kanni 1125/ 
6th October 1949. The stamp law authorises the levy 
of a duty upon certain types of instruments enumerated 
in Section 5 of the Act. 

Administration 

The administrative control of the Stamps Department 
is vested in the Finance Secretary to Government who is 
ex-officio Superintendent of Stamps. He controls the 
manufacture, custody, supply and sale of Stamps in the 
State and is responsible for the Administration of the 
Stamp Department. 

The Stamps are manufactured locally in the Stamp 
Manufactory, Trivandrum. After manufacture they are 
stocked in the Central Stamp Depot attached to the 
District Treasury, Trivandrum and distributed through 
the District and Sub-Treasuries of the State. 


Use of Stamps 

Section 11 of the Act explains the mode of using 
stamps. All duties with which instruments are chargeable 
shall be paid and the payments indicated on such intru- 
ments by means of Stamps as provided in the said Sec¬ 
tion. The instruments chargeable with duty and exe¬ 
cuted by any person in the State are to be stamped 
before or at the time of execution. 

Valuation for Duty 

The method of valuation of instruments for duty is 
laid down in Sections 21 to 27 of Act. When the value 
of the subject matter is indeterminate under certain 
circumstances, the authority to determine the t proper 
Stamp duty is vested in the District Collector. He is 
the final authority for collection of deficiency in cases 
of documents impounded by officers other than the Sub- 
Registrar (The District Registrar exercises the powers 
of the Collector in the case of documents impounded by 
the Sub-Registrar). 

Adjudication 

The District Collector is the adjudicating authority. 
The procedure for adjudication is laid down in Sections 
33 and 34 of the Act. 

Reference and Revision 

The powers of adjudication vested with the Collector 
are subject to the control of the Government. Under 
Section 58 of the Act all questions of doubt have to be 
referred to Government for their decision. The Govern¬ 
ment may on their part refer any case, coming up for 
decision before them, to the High Court and every such 
case shall be decided by a Full Bench of the High Court. 

Evasions 

A common method of evasion in the case of register- 
able instruments is undervaluation of property forming 
the subject matter of the instrument. Again, in mer¬ 
cantile practice there is evasion of stamp duty. When 
stamped deceipts are issued against payments in cash, a 
memorandum acknowledging the receipt of the cheque 
alone is issued for the cheques received and these are 
often not followed by stamped receipts. But for the 
above, evasions in stamp duty are few. 

Check on evasions 

Section 35 of the Act provides for the examination 
and impounding of instruments. The officers mentioned 
in that Section before whom any instrument chargeable 
with stamp duty is produced can, if it appears to them 
that the instrument is not properly stamped, impound 
the document. This provision is a good check on evasions. 
Again, many of the instruments are liable to compulsory 
registration and in such cases, the Sub-Registrars safe¬ 
guard the Stamp Revenue. The Act also provides' for 
prosecution of offenders against the Stamp Laws and for 
imposition of other penalties'. 

Statement of Revenue and Expenditure 

The receipts and expenditure under “Stamps” for the 
last five years are given below: 

Receipt Expenditure 
Year (Rs. in lakhs) (Rs. in lakhs) 


uasM.E .—(7 1/2 months) 

45'53 

i -16 

1950-5* . 

00 

£ 

3-09 

*951-52. 

88 *64 

3-43 

*95*-53 (R E.) 

90 *oo 

3-58 

*953-54 (B-E.) . 

QO’OO 

3-38 


Section II.— Answers to Questions 

Question No. 162. 

Bills of Exchange. —No stamp duty is now payable on 
bills payable on demand. Bills payable after acceptance 
are charged with duty ad valorem. Bills payable other¬ 
wise than on demand and not more than one year after 
date or sight are assessed to a substantial amount of 
duty. Bills payable one year after date or sight are 
assessed at a higher rate. Hundies are bills of exchange 
payable otherwise than on demand. Bank notes and 
currency notes are not liable to payment of stamp duty 
since they are treated as money in the ordinary course 
of business. 

The present state of the law on these instruments calls 
for no revision. 

Cheques. —The stamp duty thereon was abolished by 
omitting Article 21 of Schedule I. The comments on 
receipts may be referred to in this connection. 


Pro-note*.—A promissory note for any sum had to bear 
an adhesive stamp of one anna under the Travancore 
and Cochin Acts. Such instruments would not be admissi¬ 
ble in evidence now under section 35 of the Indian Stamp 
Act, corresponding to section 37 of the Travancore- 
Cochin Stamp Act, when their value is above Rs. 250. 

A proviso to cure this lacuna can be adopted with ad¬ 
vantage. 

Bills of Lading and Latter* of Credit. —Bills of lading 
are liable to tax as also letters of credit. There is how¬ 
ever a difference with regard to letters of credit. They 
are included within the definition of “bills of exchange 
payable on demand” not chargeable to stamp duty. But 
Article 37 provides for a duty of two annas on letters 
of credit. Though this special provision over-rides the 
general definition there is an apparent conflict between 
the two concepts which may be resolved by suitable 
amendment. 

Insurance Policies. —These are normally liable to stamp 
duty. 

However, sea insurance policies executed outside India 
and made enforceable in India, are not under the present 
set-up subject to Indian stamp duty. The British law 
insists that policies executed outside the United King¬ 
dom but enforceable there must be stamped Within ten 
days of their receipt. Proof of date of receipt in the 
United Kingdom has also to be furnished. Such a pro-: 
vision is absent in the Indian Law. The provision in 
section 18 of the Stamp Act regarding the liability of 
all instruments executed outside to be stamped within 
three months of receipt, is only enabling and not man¬ 
datory. It does not go far enough. 

The bulk of sea insurance business in India is placed 
abroad. A sizable source of revenue is missed by the 
Indian exchequer by the failure to embody a corres¬ 
ponding provision in the Indian law. 

Fire and accident insurance policies are now issued 
for a period of twelve months. They are clearly time 
policies, and rank with sea insurance time policies, 
though not specifically subject to the limits prescribed 
in section 7 of the Stamp Act. Under the Indian Tariff 
Association Rules fire, accident and miscellaneous policies 
are treated as time policies tenable for not more than 
twelve months. 

The stamp duty on renewal of insurance policies is 
now fixed at half the original rate. In the case of fire, 
motor, accident and sea policies there is really no re¬ 
newal. They cease by the lapse of time, and policies 
taken in continuation for the succeeding year are in the 
nature of fresh insurance. 

There is no reason why these should not be stamped 
with the full duty instead of half the usual rate. 

The rate of insurance for the Indian marine policies 
is less than the British rate. On voyage policies the 
difference works out at two annas for every Rs. 20,000. 
In regard to time policies the difference is as much as 
one rupee on every Rs. 20,000. 

The amount of duty realisable will grow with the 
valume of business. Till recently overseas buyers .insisted 
on buying on C and F terms and selling to Indian on 
C.I.E. terms, so that the entire insurance was placed 
abroad. With the attainement of independence this phase 
is fast changing and insurance companies operating in 
Indian are getting increased marine business. 

It may also be stated that hull insurance used to be 
placed outside India till 1952. This year, the entire 
Scindia’s fleet has been insured in India. An increase 
in this type of insurance may be expected. 

The small rise in the duty, with increase in the ship¬ 
ping tonnage and larger volume of business, must yield 
an appreciable revenue to the State. 

One other aspect of insurance law calls for decision. 
When more than one type of risk, is included in an 
accident policy, a higher rate of stamp duty is payable 
e.g. an act liability policy carries a stamp duty of annas 
eight, whereas a comprehensive policy is subject to a 
duty of rupee one. This is also the position under the 
English Stamp Act, 1891, as amended by subsequent 
Finance and Revenue Acts. 

When more than one type of risks is covered, in other 
categories of insurance e.g., war-risk in a marine policy 
or riot-risk in a fire policy, is it not proper on the same 
principle to charge an additional stamp duty? 

It would also be advisable to fix a uniform rate of duty 
on all insurance policies since the present variable rates 
are cumbrous and difficult to follow even .though this 
will be a departure from both the English and Indian 
Law. 



' Transfer of shaves and debentures and policies .—All 
these are liable to duty. Share certificates are not specifi- 
cal y mentioned in the Questionnaire but are included 
in the Stamp Act as liable to duty. • 

It will be advisable to consider if transfer of shares 
covered by Entry 91 of List I of the Constitution and 
Entry 32 of List II should not be separately dealt with 
in the incidence of duty. 

Receipts. —The definition [ vide section 2 (23)] is com¬ 
prehensive enough to take in all acknowledgments of 
receipts of moveable property. 

In mercantile practice, however, there is considerable 
evasion of stamp duty. Whereas stamp receipts are issued 
against payment in cash, a memorandum in acknowledg¬ 
ment of a cheque is issued to the remitter stating 
account will be credited on realisation”. This is not 
usuaHy followed by a receipt. This practice is pre- 
based upon Article 53 clauses (a) and (h) of 
® tamp . Act. T 1 Vr, Article does not, it seems, favour 
the present mercantile practice. Ways and means may be 
devised to avoid this evasion. 

Question No. 162 (2). , 

^L ra Ji e °- f duty °n foreign marine insurance 
policies enforceable m India may be adopted. Marine 

il S hi ra ? Ce r p ° llcles t exec uted outside India are to be made 
liable to Indian stamp duty. 

(c) A higher rate of insurance may be fixed for fire 
and accident policies covering war risk. Fire policies 
when covering additional risk like riot and marine 

S2iS?r?5“of C SS e du.?. risk * nay be “ bl ' c,ed *» ■ 

Tji?;L Part ^ e u rship agreements are hot filed with the 

are g not a nh^rtZf SUlt ^ t] J at t! ? e Previsions of Article 46 
are not observed and traders join in partnership on un- 

oft£?nn agr r mentS or re cord their relationship more 
® * stam ,P paper of a nominal value. Article 46 
states that an instrument of partnership • where the 

a a E of"Rs n 0 2 A eX ^ d RS ',? 00 bas t0 hd stamped with 
a auty of Rs. 2i and m all other cases with a stamn 

ww^ ees t tei !' 11 h ?- s to be stated that this is never 
followed in actual practice. The only way to meet the 

'l tQ J n !l St tbat Partnership deeds should be 
filed along with the other returns to the Registrar. 

a orders are liable to stamp duty 

Article 28). In actual practice in this State, where goods 
of the owner are stored in his own warehouse are sold 
° n i who ^ lls .j t to B or C and the vendee takes delivery 
Wiia 6 a uthonty of the vendor, no stamp duty is ever 
levied. This is a clear case of evasion. 

Questions Nos. 163 and 164. 

a Tinrmaf =2 reason . to , differentiate between the levy on 
a normal agreement to sell and a forward contra of 
Transactions m the forward market should be subiect 
to stamp duty. From the point of view of collection and 
nr«^e?aw rat t 1Ve ,®* cie ?, c y the imposition of stamp duty is 
rwiffrf ble t0 ot ?®[ alternative modes of taxation. In the 
ln « 8I jl entertainment tax is generally collected bv 
adhesive stamps of different value The system 
has been working satisfactorily. system 

Question No. 165. 

referred to fed™ meth ° ds ° f evasi °n have been 

COURT FEES 

Section I. Factual Background 

cMtp&J&Tg fv "of S h 

mo 0t (S M a« (191 V and Cochfn Courf Feef Ac^of 
State.ed r6pealing the Acts in force SS 

similar to its 6 counterpart fa t pi S r + re i pe Q+ \ s more Or less 
Acts are modelled on the lines of the r^ eS ‘ J he S tate 
Act and Suits Valuation Art except wfe C ° U ^ ^ ees 
are required by local conditions nr ^ variations 
of things for which the Indian Acte ™ the state 

existent in. this State Thus whim prov i d e are no » 

‘ FeeS Act has no application to cases filed beforeIhe' High 


Courts in Part A States, in their “original side” and 
before Presidency Small Cause Suits, for which fees are 
prescribed by rules framed by them under certain powers 
vested in them, the Act in force in this State applies to 
all courts. 

Court Fees, Act deals with documents to be 
nlea before Civil and Revenue Courts and fees payable 
on certan documents to be filed before cirminal courts 
and certain other offices specified in the first and second 
schedules to the Act. As the Court Fees Act is a fiscal 
enactment and the subject cannot be taxed without 
express provision of law, the kinds of documents enume¬ 
rated fa the schedules should be deemed exhaustive and 
all otfyir documents in addition to those specifically 
exempted under Section 13, should be deemed exempt 
from payment of court fees. 

4. Section 2 of the Travancore-Cochin Court Fees Act 
corresponding to Sections 4 and 6 of the Indian Act states 
that no document of any kind specified in the schedules 
annexed to the Act, chargeable with fees shall be filed 
exhibited or recorded in any Court of Justice or shall 
be received, or furnished from any Public Office, unless 
in respect of such document there be paid a fee of an 
amount not less than that indicated in the said schedules 
as the proper fee for such document. 

. Section 3 of the Act corresponding to Section 7 
of the Indian Act enunciates the principles on which the 
fees payable m certain suits have to be computed. Thus 
m suits for money, rent, land-lord’s dues or arrears of 
maintenance or annuities or other sums payable periodi¬ 
cally, the computation has to be made according to the 
amount claimed. 

(ii) In suits to establish the right to maintenance, 
annuity, or other sums payable periodically, the value of 
the suit is taken as ten times the amount' claimed for 
one year. ; ' ■ 

. In spits movable property, where the subject 
has^ a market value, the court fee has to be paid on 
such value. v 

(iv) In suits for (a) movable property havings no 
market value, (b) for injunction, (c) accounts, (d) ease- 

a° £w rca , th , e right to share in j° int family 
property and (/) for declaratory relief where consequen¬ 
tial relief is prayed for, the plaintiff has to fix a value 
for the relief sought and court fee has to be paid there- 

(v) in suits (a) for possession of land, or building not 
basad on a contract, (b) to eject tenants having right of 
permanent occupancy or under a lease for a term ex- 
ceedmg 25 years and (c) to enforce a right ™ pre¬ 
emption, the suit has to be valued according to the 
market value of the subject matter which will be 

the annual gross profits of such land or building 
where it is capable of yielding such profits less the land 
revenue if any payable to the State thereon. 

(ui) fe suits for recovery of trees, apart from the soil 
market C value ey ^ C ° Urt fee has to be Pafo on 

• In suits for the interest of an assignee of land 
ii 16 ■ vable has to be taken to be 10 times the 
gross profits in the year next before the filing of the suit. 

? uit I to set aside an attachment of land or an 
interest in land or revenue, according to the amount for 

hup? +* h v? S , been attached or the value of such land or 
interest whichever is lower. 

• 

I n su l ts fo^ redemption or foreclosure of a mort- 
feewed 6 V3lUe ° f the SUlt Sha11 be the Principal money 

fo s nits for specific performance of contract or 
recovery of immovable property including trees based 
on contract, according to the amount of consideration or 

^bjeS 0 m n a t tter. PreSSed t0 be secured or the value of the 

(xi) In a suit between land-lord and tenant (a) tn 
enhance rent according to 10 times the additional rent 

or mIap 5 f0r revl 7 al of leases or abatement of rent 
?lj c ) for recovery of possession of the land from which 
the tenant has been illegally ejected according in 
amount of the rent of the land to whlch the smt 
payable for the year next before the date of suit ' 

Schedule f 3 Artfcle > I) Sent Charg6d are 38 follows 
(i) Up to Rs. 1,000, at 7J per cent. 

(n) above Rs. 1,000 and up to Rs. 5,000, on Rs 1 non 
as above and on the excess at 5 per cent ’ 



(Hi) above Rs. 5,000 and upto Rs. 10,000, on Rs. 5,000 
as above and on the remainder at 4 per cent. 

(iv) above Rs. 10,000 and up to Rs. 20,000, up to 

Rs. 10,000 as above and on the remainder at 

3 per cent. 

(v) above Rs. 20,000 and up to Rs. 30,000, up to 

Rs. 20,000 as above and on the remainder at 

2 per cent. 

(vi) above Rs. 30,000 and up to Rs. 50,000, up to 

Rs. 30,000 as above and on the remainder at 

1 per cent. 

(vii) ?bove Rs. 50,000, up to Rs. 50,000 as above and 
on the excess at £ per cent, provided that the 
maximum court fee leviable shall be Rs. three 
thousand (3,000). 


13. When a question relating to the valuation for 
determining the fee leviable under the Act arises it has 
to be decided by the court trying the suit and its decision 
on this point is final between the parties except' in 
cases in which the suit is dismissed on the ground of 
erroneous valuation, or where? on account of the wrong 
decision there has been a detriment to the revenue m 
which cases, the appellate or revisional court can review 
the .finding of the trial court regarding the value of the 
subject matter of the suit (vide Section 9). 

* 

IJ- Where a suit or appeal embraces 2 or more 
distinct subjects, separate fee- on each such distinct sub- 
jecvhas to be paid. But where several reliefs are sought 
,in the alternative in respect of one and the same subject 
matter, court fee need be paid only on the value of the 
highest relief (vide Section 11). 


7. Certain suits, in which it may not be possible to 
estimate the value under section 3, fixed fees have been 
provided by Act, VIII of the 2nd Schedule as follows: — 

(a) For removing the Karandvan of a Malabar 
tarawad—Rs. 40 or if the value of the property 
is less, such lesser amount. 

(b) For removing a trustee—Rs. 15. % ‘ 

(c) To alter or set aside a summary decision or order 
of any civil or revenue court—Rs. 10. 

(d) To set aside or cancel any entry in the register 
of proprietors of revenue paying estates— 
Rs. 10. 

(e) To set aside an award or adoption—Rs. 10. 

(f) To obtain a declaratory decree where no conse¬ 

quential relief is prayed for—Rs. 10. 

( 0 ) Every other suit where it is not possible to esti¬ 
mate at a money value, the subject matter in 
dispute, and which is not otherwise provided 
for—Rs. 10. 

8 . (i) The amount of fees payable on an appeal from a 
decree in a suit, or of objections by the respondent 
in any such appeal shall be calculated as if it is a suit 
for the same relief and court fee has to be paid on the 
value of such relief (Section 4 ). 

(ii) In the case of appeals preferred from awards in 
land acquisition eases, relating to the amount of compen- 

fee bas , to be . paid on the excess amount 
claimed in the appeal as if it is a money claim (Section 

(iii) When the appeal is not from a decree or order 
having the force of a decree, the court fee of one rupee 
- ° be paid ; wh f n D th e ?P peal ^ filed in the District 
g «2d in the Hi|h Co„ rt “ “ *” Pa ‘ d When ““ ™* al 

th!p*itK^ 

he property in respect of which the grant is claimed. 

" £ orm Prescribed in Schedule III, and court fee 
Q to , be pald W at 2 per cent, of such value, if the 
same does not exceed Rs. 10,000, (ii) at 2 £ per cent of 
such value, when it exceeds Rs. 10,000 but does not 
exceed Rs. 50,000 and (iii) jai 3 per cent, of such value 
where it exceeds Rs. 50,Q00. 1 

£°2\ a Succa fion Certificate, court fee has to be 
paid at 1 £ per cent on the amount or value of any debt 
or security to which the certificate relates and at 
2 , per cent, of the debt or security in respect of which 
the certificate is extended at a subsequent stage. 

, 1 ■ Sections 6 and 7 of the Act prescribe the procedure 

when the court finds that the gross profits or market 
value of any land, building, garden or tree ha^ b^n 
wrongly estimated for the purpose of payment of court 
fees. In such cases, the Court has to issue a commission 
to a proper person to make such local or other invests 

court * 1 Tf «le y oof,^ ece « ary and t0 report thereon to the 
fpuf b If the court, after necessary investigation finds 
that the valuation is not correct, it has to fix the correct 
value and direct the plaintiff to pay the deficit murttee 
and in case the valuation is excessive, to refund the 




, 12 - the case of suits for mesne profits or accounts 
^ be r® tbe plaintiff has fixed a value for the claim and 
a higher amount is decreed by the court, the decreeshall 
not be executed until the difference between + vL 

nafd°? amount decreed and the fee already 
Section S) to the proper offlcer of ‘he court (vide 

41—2 T. E. Com. (ND)/55 


w section iu deals with refund Of court fees al¬ 
ready paid while Section 13 with cases of exemption of 
payment of court fee. 

(ii) Refund of court fee is allowed in the following 
cases and to the extent specified: 

(o) When a suit or appeal is compromised or when 
a suit is deoided solely on the admission of the 
parties without any investigation—one half of 
the court fee'-paid is refunded. 

(b) When a suit is remanded to the lower court by 
the Appellate Court for investigation an decision 
ae novo, —the whole feed paid will be refunded 
if the remand order covers the whole suit, and if 
the remand order covers only a portion of the 
suit, so much of the fee payable thereon. 

(c) When a court reverses or modifies on review its 
former judgment, on a ground of mistake of law 
or fact,—in the case of reversals the whole fee 
p aid on the petition for review, and in case of 
modifications, so much of the fee as would have 
been payable on the portion modified, will lie 
refunded, except in cases when the reversal or 
modification is due to production of fresh evi¬ 
dence which could have been produced at the 
original hearing. 

(d) When a plaint or memorandum of appeal is re- 
jected by the (Wirt, and the appellate court 
orders the receipt of the same by the lower 
court,—the whole or so much of the fee as in the 

refund f ed emandS Under CTause (b) supra wiu be 

(e) One half of the fees paid on review applications 

presented after the 90th day may be refunded 
K y th j lf 1<; ls satisfied’ that the delay 

latches 9 ° d3yS W3S not due to the Petitioner’s 

liar TO°S7stat U e !“ 00 & (d) "* not found !n ,he Indian Act and are Pccu- 

„Jn additi ° n to the above cases, court fees are also 
h« U « ded W vf n .i he plamtiff or appellant through mistake 
has overpaid the court fees due on a plaint or appeal 
memorandum, under the inherent powers of the court 
C ?- S6S re i ating , to grant of probate or letters 
niid' d ^ 11 ^ t ^ atl0 u whe £ e too high a court fee has been 
paid, provisions have been made in the-Act for refund 
on certain conditions being fulfilled. In the cMofre 

tho d r»f C 0 I !i ing under ’ clause (o) Supra, the principle of 
the refund appears to be that since the court fee paid 
was for the whole trial of the suit and that became 
unnecessary, a proportionate amount has to be refunded 
In cases coming undef clauses (b) and (d) the principle 
seems to be that a party should not be penalised for the 
mistake committed by the court. As regards clause (e) 
power is reserved to the court to save the party from 
paying a penalty when it is satisfied that the party is not 
responsible for the delay or latches. P y s not 

(iii) The following‘documents are exempted from pay¬ 
ment of the fees chargeable therefor:— p y 

(a) Written Statement called for by-the court after 

the first hearing of the suit. 5 • *: * . , j 

’ * -ii ' 

(b) Applications made to the Board of Revenue or 
Collector relating to,matters connected with the 

• asse t ? sm ^ of revenue or the ascertainment 
° f lrderest thereon, if. presented? previous 
to the final confirmation Of Such settlement. 

(c) Applications regarding supply of water by Gov- 
ernment for irrigation purposes. 

(d) Applications for leave to extend cultivation or 
to relinquish land presented to Land Revenue 

Settlement the case ° r lands under Ryotwart 

(e) Application for service of notice of relinquish* 

ment of land or of enhancement of rent. ** ** 



( f) First application (other than a petition contain¬ 

ing a criminal charge or information) for the 
summons of a witness or other person to attend 
either to give evidence or to produce a docu¬ 
ment or in respect of the production or filing 
of an exhibit not being an affidavit made for the 
immediate purpose of being produced in Court. 

(g) Bail bonds in criminal cases, recognizances to 
prosecute or give evidence, and recqgnizances 
for personal appearance or otherwise. 

(h) Petition, application, ‘charge or information res¬ 
pecting any offence when presented, made or 
laid to or before a Police Officer. 

( i) Petition or appeal presented or Vakkalath exe-' 
cuted by a prisoner in duress or under restraint 
of any Criminal Court or its officers, and peti¬ 
tions presented by civil debtors while under 
duress. 

(j) Complaint of a public servant (as defined in the 
Travancore or Cochin Penal Code) a municipal 
officer, or an officer or servant of a Railway 
Company. 

(k) Application for permission to .cut timber in 
Government forests, or otherwise relating to 
such forests. 

(l) Application for the payment of money due by 
Government to the applicant. 

(m) Petition or appeal against any Municipal tax, 

(n) Applications for compensation under any law for 
the time being in force relating to the acquisi¬ 
tion of property for public purposes. 

(o) Applications presented to Munsiffs in non-appeal- 
able cases. 

(p) Requisitions made by the Government for copies 
of judgment and decrees or order o,r records 
in suits or proceedings. 

(q) Objections to attachment of property in execu¬ 
tion of decrees when they are made by or on 
behalf of the Government. 

(r) Applications for sums ordered to be refunded 
under Section 10. 

Note. —There is no provision corresponding to clauses (m) and (o) to (r) in 
the Indian Act, and as regards clause (i), it is more comprehensive than the 
corresponding clause in'thc Indian Act since it includes appeals and Vakkalaths. 

(i«) Power is also reserved to the Government under 
Section 36 of the Act to reduce or remit, throughout 
the State or any part of it, all or any of the fees men¬ 
tioned in the Schedules to the Act by notification m the 
Gazette and in a like manner to .cancel or vary such 
order. This reservation is made by way of caution to be 
exercised in those cases where justice may be defeated 
or where the imposition of the tax may be oppressive. 

The following are some of the applications exempted 
from payment of fees by Government in exercise of the 
above powers. 

(a) Applications to civil courts for issue of chalans 
and cheques. 

(b) Applications made by persons not being parties 
to the suit for return of documents and other 
articles produced by them in pursuance of an 
order of the court. 

(c) Applications made or petitions presented by 
persons in respect of stolen property or other 
articles entrusted to them by the court for safe 
custody as third party. 

(d) Applications by auction purchaser for issue of 
sale certificates. 

* 

(e) Petition filed by decree holder stating that he 
has received the whole or a portion of the decree 
amount. 

(f) Applications for bringing in supplemental parties 
ordered to be brought on record by the Court. 

(g) Applications for return of documents produced 
by witnesses and in certain cases by parties to 
the suit or appeal. 

(v) Section 35 oermits criminal courts to waive the 
fee due on documents to be exhibited as evidence in such 
cases where it is necessary to do so to prevent failure of 
justice. 

16. Chapter III (Section 14 to 24) deal with such 
matters relating to court fees as are applicable to the 
grant of Probate and letters of administration. Section 14 
provides for relief where too high a court fee has been 


paid. The petitioner has to satisfy the District Collector 
by producing an inventory and valuation statements 
that a greater court fee than that really due was paid 
and the latter may cancel the stamp on the grant and 
substitute another stamp of the proper amount and 
refund the excess in his discretion. Section 15 provides 
that where debts due from a deceased person have been 
paid out of his estate, and when the same were deducted, 
only a lesser amount of coqrt fee would have been pay¬ 
able, the District Collector is empowered to refund 
such excess court fee paid. Section 16 provides that 
when the whole fee due for the whole of the property 
belonging to an estate has been paid, and subsequent 
applications for grant of probate or letters of administra¬ 
tion in respect of 'a part of such property is made, no 
court fee is payable therefor. Similarly, when court fee 
has been paid in the first instance for a grant relating 
to a portion of property, the balance court fee alone 
need be paid when later on application is made for grant 
of probate or letters of administration regarding the rest 
of the properties belonging to the same estate or effects 
of the deceased. Section 18 provides for cases where too 
low a court fee has been paid on applications for such 
grants. In such cases, the District Collector has to move 
the District Judge for holding an enquiry and when it 
is found that excess is due, the same has to be paid with 
or without penalty as the Judge decides. Other safe¬ 
guards are also provided to prevent leakage of revenue 
in the case of such applications. 

17. Section 12 indicates cases when the examination 
of the complainant in noncognizable offences, or in cases 
of wrongful confinement or restraint ought to be stamped 
with a fee of annas eight. 

18. AllVfees chargeable under the Act are collected in 
Court Fee Stamps. The stamps have to be cancelled 
before the document is acted upon, so that the same 
stamps may not be used again. 

19. No document which ought to bear a stamp under 
the Act shall be of any validity unless and until it is 
properly stamped. But if any such document is through 
mistake or inadvertance received, filed or used in any 
court or office without being properly stamped, the court 
or head of office can direct that the document should be 
duly stamped and being stamped accordingly, all pro¬ 
ceedings relating thereto will be valid. The court is also 
authorised under Section 32 to pass an order in favour 
of the Government for recovery of the court fees due 
from any party and the same could be executed as a 
decree. 

20. Thus it can be seen that cases of evasion of court 
fee will be rare and even in such cases, it can be ordered 
to be made good. Since without payment of the court 
fee, the relief prayed for cannot be granted, payment will 
generally be prompt. In cases where parties are not in 
a position to pay the court fee, provision is made to allow 
them to sue or appeal in forma pauperis and the court 
fee will be recovered later on by Government under 
the provisions of Order 33 of the Code of Civil Procedure. 
No doubt in certain cases, the party may pay a less fees 
than what is really due or pay a higher fees. As already 
indicated, adequate provision is made in the Court 
Fees Act to deal with such cases and to recover or refund 
the excess. Thus there will not be any such thing as 
arrears as in the case of certain other taxes levied by 
Government. When the papers are filed, the same will 
usually be verified to see whether the proper fee has 
been paid; otherwise the" same will be directed to be 
paid and the papers will be acted upon thereafter only. 
Section 9 of the Act as discussed in para 13 supra 
provides the modes of appeal and revision from a deci¬ 
sion regarding the valuation and the court fee payable. 

21. Unlike other taxes, there is no necessity for any 
elaborate machinery for collection of court fees. Officers 
who have other duties also to perform, in connection 
with the administration of Justice, are assigned the duty 
of scrutinising the fees payable and also to decide the 
appeals and revisions. So the cost of collection is practi¬ 
cally nil As a rough estimate, 5 per cent, of the collec¬ 
tions may be taken to be the expenses to be incurred 
for purposes of collection. 

22 In all part A States, the court fees payable have 
been considerably enhanced by appropriate State Legis¬ 
lations after the passing of the Indian Devolution Act 
(38 of 1920). But in the erstwhile Travancore State, the 
court fee fixed nearly 42 years previously remained un¬ 
altered till the present Act was passed in 1949. Till then, 
the rates prevailing in Travancore were the same as 
the rates existing under the Indian Act before provincial 
amendments enhancing the rates were made in 1922 and 
later on. In the erstwhile Cochin State the Court Fees 
in the matter of suits and appeals were slightly raised 
some 15 years before the integration. When the present 
Act was passed in 1949, slightly higher rates than those 
prevailing formerly in the Cochin area were adopted. 
Even so the rates at present prevailing in this State 
are considerably lower than those prevailing in the Part 
A State. „ 



Section II.- —Answers to Questions 

% 

Question No. 166 

The rates of court fee differ from State to State based 
on economic and other factors. The court fee rates in 
this State were revised only in 1949. In fixing the rates 
then, the prevailing rates in other States were also 
adverted to. The rates fixed under the Travancore- 
Cochin Court Fee Act are considerably higher than the 
rates which were in force in the Travancore area. There 
is therefore little scope now for a general increase in 
the rates. However the question of revising the rates on 
applications and plaints is now under the consideration 
of Government. 

A comparative table of the receipts from court fees and 
the expenditure on the Judiciary in the State for the 
last several years is given below : — 



Year 

Receipts 
from 
court fees 

Expenditure 
on Judiciary, 
(Civil and 
Criminal) 



Rs. 

Rs. * 

1946-47 

(M.E. 1132) 

33,66,691 

24,31,249 

1947-48 

(M.E. 1123) 

21 , 77.835 

3 o, 97 , 9 oo 

1948-49 

(M-E. 1134) 

23,01,430 

30 , 57,342 

*949*50 (71/2 months from . 
15th August to 31st March). 

18,11,390 

22,11,510 

i 950 - 5 « 

• . • . 

26,79,000 

34 , 77 , 73 i 

1951-52 

. 

28,94,421 

35,45,862 

1952-53 

. 

27 , 54 , 43 ° 

36,62,898 


Noth.—I( i) Figures for 1946-47 to 1948-49 are compUed by totauing the 
figures for the two States of Travancore and Cochin. 

1 P ie ‘“f^ase to expenditure during 1947-48 is due to the fact that the 

salary oi the establishment was raised in both the States in 1132 M.E. (1947-48) 
and the current pay and arrears were met during the succeeding year. 

(iii) The rates of Court Fees prevailing in Cochin were slightly higher 
than those prevailing in the Travancore area. The bulk of the litigation is 
from the Travancore area. Higher rates were adopted for the whole State 
from September 1949. That accounts for the increase in receipts thereafter. 

(iv) The figures for 7 1/2 months alone have been included in the 

above statement during 194.9-50, the figures for the remaining 4 1/2 months 
having been included in the previous year. This is due to the fact that till 
financial integration of this State with the Union Government, the Malabar 
year from 17th August to 16th August of next year was taken as the financial 
year from 1-4-1950, the financial year is reckoned as from April of one year to 
March of the next year. * 7 

(v) After integration of the two States, there has been some increase in the 
dearness allowance and in the pay of the personnel in the lower establishments 
lhat accounts for the increase m expenditure from 1950-51 onwards. 

. ('f 1 ). Th e receipts in the above table do not include court fees realised 

in each in pauper suits and appeals, other recoveries like fines for feitures etc., 
and other general fees received in cash. 

Question No. 167. 

There are two schedules to the Travancore-Cochin 
Court Fees Act, as well as the Indian Court Fees Act 
of 1870 fixing the court fees. From the heading of these 
two schedules it appears that Schedule I relates to 
Ad valorem fees” and Schedule II to “Fixed tees.” But 
the contents of each schedule do not show that this 
principle has been kept in view. Items 5 to 9 of Schedule 
I to the Act of this State have nothing to do with 
ad valorem fees. These correspond to items 6 to 9 of 
Schedule I of the Indian Act. Similarly Schedule II deals 
with both suits and applications. It will be more appro¬ 
priate to deal with suits and appeals in Schedule I and 
with applications and other miscellaneous matters in 
Schedule II. 

Section III.— Other Remarks 

Sometimes the question arises as to whether court 
fees levied from the litigants is in the nature of a tax 
or only fees for services rendered. The various amend¬ 
ments made from time to time by the Provinces or States 
may indicate that in their view it is a tax levied for 
purpose of augmenting their revenue. Para 2 of Section 9 

the Travancore-Cochin Court Fees Act of 1125 ME 
(1949) corresponding to para (ii) of Section 12 of the 
Indian Act may indicate that it is “revenue” and that 
the appellate or revisional court will interfere with the 
decision of the trial court on the question of valuation 
for determining the court fee to be paid, only when the 
question has been wrongly decided to the “detriment of 
revenue . On the other hand the Travancore Law Delays 
C°n? m ^oner at page 566 of his report submitted in 
1931, quoting from the report of the Mysftre Law Delays 
Committee observes as follows “The amount realised 
from litigants who resort to courts should be regarded 
in the nature of the fees for services rendered and not 


as a tax. The fact that court fees in civil suits are 
fixed on a graduated and regressive scale with reference 
to the subject matter, and that refunds of portions of 
the court fees are allowed in certain cases settled by 
agreement or compromise, also supports this view.” If the 
latter view is to be adopted, the question of levy or rates 
ol court fee, does, not come within the purview of the 
Commission, and the matter should be left to the courts 
concerned to be regulated by rules as is still being done 
by the High ^Courts in India in part A States in the 
exercise of tjteir original jurisdiction. On the other 
hand, if the former view is accepted, the Commission 
has to take the necessary steps to rationalise the levy 
of court fees. 

. 2 - In this connection it has to be mentioned that dur- 
ing the earlier years of British rule there was no tax 
upon litigation m India. The result was that the number 
°t false and vexatious suits went on increasing year 
after year. To remedy this evil, Regulations imposing 
taxes on litigation were passed in the several Presit 
denei.es from the year 1795 onwards [vide page (x) of 
r? e production to Mitra’s. Commentaries on Indian 
19! ?° Edition]. All these Regulations 
oi tne different Provinces and Presidencies were amalga¬ 
mate' 1 into one Central Act XXXYI of 1860 which for 
the first time enacted the law for the whole of British 
^P' A P ls „ was .Ppwed by Act X of 1862, Act XI of 
P?, Acts X and XVIII of 1865, and Act XXVI of 1867 
* made ?°m e ° f the documents till then exempt! 
PP court fee. Act XXVI of 1867 was repealed by 
PP , Fe ® s f-ct VII of 1870, which is the Act now in 
tfnnf t ? art A & Part. C States,, amended by Legisla- 
tions of the various Provinces from 1922 onwards. From 
the above resume of the history of the legislation, it can 
be seen that court fees was imposed more with a view 

of ?eSe t?fhfst. V ™“ 0US U “ 8 ‘ ti0n “r «* 8 «”"» 

1010 S MF e wi, n Travancor e State also. Till 

1010 M.E. (1835 A.D.) there was no regular system of 
levying court fees. The petitions etc., filed in courts had 

nnrpW^ g f 0SSed c + 0r ! s tamped cadjans which could be 
purchased from State treasuries on payment of nominal 
amounts. Act I of 1010 (1835 A.D.) for the first time 
P 1 P S P®’ ® P er cent, ad valorem court fees 
m 7 ftt k® *® vl e d - Tjus was followed by Act II of 105.3 
vfJvlwi? h “eluded certain other documents like 
Vakkalaths, petitions etc., as liable to payment of Court 

fhe I'aw^n 1 1062 f 188 ? A.D.) repealed and re-enacted 
the law on this matter. It provided for the levy of court 
fee on certain petitions filed in criminal courts It also 
made provision for refund of court fees, in certain 
contingencies. Later on Act VI of 1087 M.E. (1912 A.D) 
which is the immediate predecessor of the present Act 
was passed in Travancore to keep abreast of the pro¬ 
gressive state of litigation in the country and to bring 
i* ?P a ^ lne .pAP enactment on the subject in British 
India. For the first time, that Act made provision for 
the levy of court fee on documents, etc., filed in Public 
Offices other than courts. The schedules were also recast. 

ELECTRICITY DUTIES 

Section I.— Factual Background 

• FPpity supply plays a very important role in the 
“d-tna and agricultural development in any country 
It is no longer considered a luxury but a vital necessity 

fi h sh S an P nS e oMv°bt an th e ° f ® le ctricity bein S recognised', 
ii snail not only be the endeavour of Government to 

State'bJrt reach CVery nook and corner of the 

? ta ,te but aIso to encourage its utilisation in as high 

dustiSr Thf« n P a °rf S K be T" 311 ?.? 1 agriculture and in¬ 
dustry. This can be made possible only if electricity is 

made available at attractively low rates commensurate 
J’Ah a reasonable return to meet its production and 
distribution costs. Its use for domestic lighting fansi 
cinemas and general purposes may perhaps be’consi¬ 
dered a luxury, but when the economy effected 
by the reduction of oil imports due to change 
over to electricity is reckoned, its use can only be comh 

reenrd a tn e th SS1 i y ' Vie A e , d in this perspective and having 
regard to the larger interests of the community there 
is hardly any justification for placing any burden on the 
rtricity. y W3y ° f taxation on the consumption of ell! 

It is not possible for any State to take nn 
sale electrification of the country all of a sudden 
can be done only by stages. During ?he early stagls when 
Government made a start in this direction, some enter- 
P riva te individuals and companies and local 
nf t f 3 - 1 ? 6 t° rwa ^ d offering to take up the work 
of the electrification of certain localities. In order to 
cater to the needs of the general public in this respect 
within as short a time as possible, Government decided 
to take advantage of such offers and granted them 
licences for electrification of specified areas. Naturally 
this came to be confined to certain large towns where 
an ?- ple sc °P e f °r load development and conse¬ 
quently the licensees were assured of a fairly large In- 
come from their areas for a comparatively small 




investment. However the responsibility for the electrifi¬ 
cation of less remunerative rural areas which involved 
heavy investment rested on the State Government. 
Government have taken up the extension of electric 
supply to rural areas and the net-work of electricity 
distribution even now covers almost the entire area of 
the State. It is to offset this loss in income suffered 
by the State Government in its having taken up rural 
electrification that the licensees are made to part with 
a portion of their income which happens to be substan¬ 
tial owing to the concentrated distribution in towns and 
the very cheap rates at which power is supplied to them 
by the State Government, in the shape of electricity 
duty. To this and this extent only is the levy of ele¬ 
ctricity duty justifiable. The revenue that has accrued 
from this source during the last four years is given 
below.— 

Rs. in lakhs. 


1950 - 51 

1951- 52 

1952- 53 

1953- 54 




Section II.— Replies to Questions. 

Question No. 176. 

This Government is levying a duty on the sale of 
electricity by the licensees, by virtue of the provisions 
contained in the Travancore-Cochin Electricity Duty Act, 
1950 (Act IV of 1950) and the rules thereunder. Accord¬ 
ing to this, duty is leviable on the licenses at the rate 
of 9 pies per unit of energy sold by them at a price of 
more than 2 annas per unit, provided the total sales 
effected at this rate exceeds 8333 units a month. If, 
however, the total sales made by the licensee at a price 
of more than 2 annas per unit at the end of any financial 
year is not less than 1 lakh units he shall pay duty in 
respect of any month or months comprised in such year 
in which sales of energy effected by him did not qjceed 
8333 units a month. Where a licensee holds more than 
1 lic ens e, duty shall be levied separately in respect of 
each license. The licensee is not to pass on this duty or 
any portion of the duty to his consumers. Electricity 
duty is not levied in areas where distribution is directly 
made by the State Government. 


Question No. 179. 

(i) Wherever electrical energy is entirely supplied by 
Government undertakings, no duty should be imposed 
as in such case Government will be paying the duty. 

(ii) Where supply of energy is made in some areas by 
Government Undertakings and in the remaining areas 
of the State by Private Undertaking there needs no dis¬ 
tinction so far as the levy of duty on the consumers is 
concerned. As already explained above, duty is levied 
only from the licensees and on no account should this 
form a burden to the consumers (consuming public). 
This procedure is in the large interests of the community. 

Question No. 180. 

With regard to the question of introducing a uniform 
rate of duty in all States, the feasibility of this depends 
upon several factors, i.e., the production and distribution 
cost incurred by the licensee or where the licensee holds 
only a distribution license, his purchase cost and cost 
of distribution, the scope for load development in the 
areas concerned and the efficient and economic manner 
in which the Undertakings are managed and similar other 
considerations. The capacity of the licensees to pay duty 
depends much on the prosperity of the; Undertakings. 
For reasons explained above, the rate of duty may have 
to vary with different States and a uniform duty may 
be difficult of achievement in the immediate future. 

TAXES ON MOTOR AND OTHER VEHICLES 

Section I.— Factual Backgbound. 

The motor vehicle and non-motor vehicle taxes were 
introduced in the Travancore area in the year 1121/1946 
and in the Cochin area in 1947 cancelling all other forms 
of vehicle taxation both State and local. Prior to the 
introduction of this system of taxation tolls were collec¬ 
ted by the P. W. D. for the use of main .central and 
branch roads and Municipal tolls were collected by local 
Municipalties for the use of . roads in Municipal towns. 
P. W. D. tolls, were assigned to the highest bidder at 
public auction and the average collection ranged bet¬ 
ween Rs. 6 to 7 lakh* per annum, while the various 
Municipalities collected on the aggregate Rs. 1-5 lakhs 
per annum. 

With the introduction of vehicle taxation and the 


Electricity duty came to be introduced due to the fairly 
substantial profits which the licensees were making out 
of their undertakings and this was rendered possible 
owing to the very cheap rate at which power was being 
supplied to them by Government. It was therefore 
thought appropriate to make the licensees pay a portion 
of their income to Government as duty. In the above 
circumstance there can be no doubt as to the equity 
of sucn taxation and the levy of similar tax by other 
States as well, will be justified, if conditions warrant 
such a step. 

Duty is to be levied for sales of energy for domestic 
and general purposes and cinemas alone where the rates 
are in excess of 2 annas per unit owing to the vast 
disparity in the rate at which the licensee gets the supply 
and his selling rate to the consumers. There is little 
justification for levying duty on the sales of energy 
made for'industrial and agricultural purposes since the 
difference between the licensee’s purchase rate and the 
rate he realises from the consumers does not leave ade¬ 
quate margin to justify such levy. Also it is necessary 
that for industries and agriculture the charges due to 
electricity consumption should be kept as low as possible 
in order to promote industrial and agricultural develop¬ 
ment which is very vital to the country. 


concellation of tolls and other taxes, the revenue under 
this head has been steadily rising as will be seen from 
the figures shown hereunder: — 


Year 

Amount 
Rs. in lakhs 

Remarks 

II2I .... 

. 11 -65 

Travancore alones. 

1122 .... 

• 21 -94 

Travancore-Cochin 

1123 . . . . 

26 -25 

Ditto 

1124 .... 

28 -40 

Ditto 

17-8-49 to 31-3-50 
(7 1/2 months). 

29-63 

After integration of 
Travancore and 


rate was enhaned 
by 50 per cent, 
from 17-8-49. 


1950-5 1 


• 49’33 

1951-52 

. 

. 65-20 

1952-53 

. • 

■ 64-31 


The figures show a steady rise each year both before 
and after integration. The present revenue is Rs. 64-31 
lakhs. This income however does not cover the amount 


Question No. 177. 

(a) For the purpose of reckoning duty, supply of 
energy for radios and photography may be included 
under ‘lights and fans’ and duty assessed at the pres¬ 
cribed rate. Similarly for consumers who are allowed 
the benefit of all electric home tariff (this is allowed 
only where the connected load for lights and fans ex¬ 
ceeds twice the load in lights and fans and not less than 
1 K.W.) the first 32 units per month is charged at light¬ 
ing tariff and duty is leviable to this extent alone, all 
in excess being charged at 1 anna per unit. 


required for the construction and maintenance of roads 
for which the estimated expenditure is approximately 
Rs. 135 lakhs per, annum. 

Set up at the Secretariat level and below 

The administration of vehicle tax is being carried on 
according to the provisions of the Travancore-Cochin 
Vehicle Taxation Act and Notifications thereunder. 
Powers to make rules by Notification in regard to exemp¬ 
tion, reduction in the rate or other modifications in 
regard to payment of vehicle tax and to make 
rules for carrying out all or any of the purposes 
of the Vehicle Taxation Act are vested with Government. 


As regards the principles for determining the rate of 
duty, the answer to Question 176 may be considered as 
self explanatory and would cover the points raised here. 


Therefore all Notifications to the above effect are issu¬ 
ed by Government. Power to sanction refunds of am¬ 
ounts exceeding Rs. 50 and paid as vehicle tax rests 
with Government. The Public Works and Coipmunica- 


(b) There is no need to grant exemption other than 
those detailed above. Inasmuch as the intention is to 
levy duty only from the licensees there is no question of 
lower rate of duty to small consumers. 

Question No. 178. 

It is not necessary to levy any duty for the supply 
of energy for industrial purposes nor is, it fair to burden 
the consumers of this category with any such tax. 


tions Department of the State Secretariat deals with 
the subject. „ 

Refunds of amount below Rs. 50 are sanctioned by 
the Inspector-General of Police, subject to the provision 
of the Vehicle Taxation Act. The administration of the 
Vehicle Taxation Act except the above items under the 
direct control of the State Government is being done 
by the Police Department in addition to their normal 
duties. 



Assessment 

Tax at the rate prescribed in Schedule I of the Vehicle 
Taxation Act is being assessed in respect of motor 
vehicles and tax at the rate prescribed in Schedule III, 
for non-motor vehicles. The administration in respect of 
assessment in each district is carried on by the District 
Superintendents of Police for transport motor vehicles, 
by the Assistant Superintendents of Police for non-trans- 
port motor vehicles in their sub-divisions and by the 
Station House Officers for non-motor vehicles in their 
jurisdiction. 

Appeal and Revision 

No specific rtjles have been framed in regard to the 
authority to hear appeals and revisions relating to 
vehicle tax. Appeals and revisions are now being pre¬ 
ferred before the Inspector-General of Police or Govern¬ 
ment and are decided on their merits, in keeping with 
the provisions and rules under the Vehicle Taxation Act. 
No powef to pass extra-statutory orders on appeal or 
revision petitions is vested even with Government. 

Collection 


during the whole quarter. Besides this, surprise check is 
also being conducted at the beginning of each quarter. 
By adopting the above measures no vehicles put on the 
road could normally escape the notice of a Police Officer 
and no vehicle owner could avoid payment of tax in 
respect of a motor vehicle used on the road. 

Section II.— Answers to Questions 

Question No. 168. 

’ Taxes now in vogue 

Central .—Taxes levied by the Central Government 
which affect motor transport and indirectly affect busi¬ 
ness and trade are as follows :— 

(i) Fuel tajs—15 annas per gallon of petrol. 

(ii) Import duty on motor vehicles, spare parts and 
accessories— 

Motor vehicles .assembled units—60 per cent. 

Parts that can be manufactured in India—50 
per cent. 


Amounts due as vehicle tax are remitted in the State 
Treasuries and the Travancore Bank Ltd., Mattancherry 
and chalans in token of payment are produced before 
the District Superintendents of Police or the Assistant 
Superintendents of Police as aforesaid for the issue of 
tax licenses in respect of motor vehicles. On receipt of 
the original chalan and other necessary documents the 
District Superintendents of Police or the Assistant 
Superintendents of Police issue tax licenses. Station 
House Officers are the Licensing Officers for non-motor 
vehicles in this State. Tax due Jor non-motor vehicles 
is remitted in any of the Treasuries and chalan receipts 
are produced before the Station House Officers. In the 
alternative, tiie amount is paid in cash at the Police 
Stations for The issue of tax licenses. The amounts 
collected at the Police Stations as vehicle tax are remitted 
by Station House Officers in the State Treasuries on the 
very next day. All correspondence, relating to collection 
of vehicle tax is done in the District Police Offices" and 
Assistant Superintendents’ Offices. General directions 
are issued from the Head Office. 


Parts that cannot be manufactured in India 
at present—25 per cent. 

Both these items 'are to be met by the motor operator 
directly for the purchase, maintenance and operation 
of motor vehicles. The import duty now in vogue is on 
an average 20 per cent, higher than the rates prior to 
August 1947. The increase in rates <has indirectly caused 
an increase m the cost of transport of goods for business 
and trade and has therefore caused a proportionate rise 
in the price of commodities, affecting the standard of 
living in the State. 

State Taxes. —(i) Motor Vehicles tax as per schedule 
ln Vehicle Taxation Act. Broadly speaking, 
e ™ ses are taxed based on the seating capacity, i.e., 
Rs 3taper seat. Lorries are taxed based on the permit 
laden weight. The quarterly tax payable in respect of 
the majority of lorries is Rs. 360. Cars and motor cycles 
^re taxed on the basis of their unladen 1 weight. Most 
of the cars are taxed at the rate of Rs. 30 per quarter. 


Cost of Administration 

The cost of vehicle tax administration for the financial 
year 1952-53 is Rs. 2-8 lakhs. This amount is small when 
compared to the collection, (collection for 1952-53 is 
Rs. 64-31 lakhs). The administration of vehicle tax is 
carried on very efficiently and as a result revenue under 
this source is steadily increasing year by year, i.e 
32 lakhs in 1949-50 has risen to 64 lakhs in 1952-53. The 
following data will prove that more than 80 per cent, 
of the assessment has been collected. 

(Rs. in lakhs) 


Year 

Demand 

Collection 

Arrears 

1950-51 

52 "7 

493 

3‘4 

1951-52 

698 

65-2 

4-6 

1952-53 

78-0 

64-3 

« 3'7 


From the above data of assessment and collection it 
may be seen that only an average of 11 per cent, of the 
demand is in arrears. Even in respect of arrears as shown 
above, the figures are likely to go down as some of the 
vehicles will have to be exempted from payment of tax 
on completion of enquiry regarding their use of the road. 

Tax evasion etc.—Counteracting Policies 


■ X »aies lax on motor spirit at 2 annas in the first 
point and 3 pies at later stages per rupee. This works 
out at about 5 annas 9 pies per gallon. 

(iii) Sales tax on motor vehicles and accessories at the 
luxury rate of 9 pies in the first point and 3 pies per 
rupee at later stages. 

? 0 ?r m , 0t0r vehicles are taxed at slab rates. 
Pushbikes, bullock carts, rickshaws, cycles, push carts, 
horse drawn vehicles etc., come under this 

The first item has brought in a revenue of over Rs. 64 
lakhs m 1952-53 The second item brings in roughly over 
St itf 6 ? brings in a revenue of about 

. • x. ^ „ 1a fourth item—non-motor vehicles—brings 

m about Rs. 3 lakhs. Thus, the revenue from the above 
sources comes to Rs. 105 lakhs. 

Variations in Taxes.— The rate of tax is uniform in 
the various regions of the State but vary between diff¬ 
erent categories of vehicles. The rates now in vogue for 
motor vehicles are on a par with the rates now in vogue 
in the neighbouring Madras State, but the super tax 
on fares and freights in that State has not -been 
introduced in this State,. Non-motor vehicles are placed 
on a different category and are taxed in this State, unlike 
as in Madras. The rate per two-wheeled cart is only 
Rs. 4 jjgr annum and that per cycle is Rs. 2. These rates 
are proportionately low when compared with former 
Municipal and P. W. D. toll rates and they have not 
come up for criticism from any quarter. 


Steps taken for recovery of arrears and prevention of 
evasion .—In cases where payment of tax has been 
defaulted for two quarters, District Collectors have been 
moved for recovery of arrear vehicle tax under the 
Revenue Recovery Act and these amounts will be credited 
to collections. In the case of defaulters for a single 
quarter prosecutions have been launched for recovery of 
vehicle tax. The major portion of the revenue under 
vehicle tax is derived from buses and lorries. The pro¬ 
duction of a current tax license is insisted on for the 
testing of buses and lorries for the issue of certificates 
of fitness. Operators will not be in a position to produce 
a current tax license if they do not clear all arrears of 
tax. Hence tax is paid in respect of these vehicles once 
in 6 months without fail before the issue of a certificate 
of fitness. All the taxes due to Government from buses 
and lorries are as a rule realised by adopting the above 
measures and there is little scope for evasion in payment 
of vehicle tax. 

* 

Taxation Head Constables attached to District Police 
Offices, Assistant Superintendent’s Offices and each Police 
Station are deputed- for the checking of motor vehicles 


* --v; * rXlALWrnieS .— me state 

Government expends m all Rs. 135 lakhs on improve¬ 
ment and extension of roads against Rs. 103 lakhs fas 
per figures for 1951-52) collected 8 from ufers of roads by 
vehicle and other taxes (Vehicle Tax 65-2 lakhs dIus 
Sales Tax 37-5 lakhs). The deficit is supplemented from 
general revenues. The annual expenditure on roads may 
not however increase as most of the roads have now 
been improved and need only to be maintained hereafter. 

With the above facts in view the questions that are 
to be answered are: 

(1) What change, if any, has to be introduced in the 
present system of taxation? 

Under existing conditions it is not arable to consider 
?J?iL re< ? uctl0n or grease in the rates now imposed. The 
original recommendation of the Motor Vehicles Taxation 
Committee was to reduce tax by about 40 per 
cent, of the existing rates and * to creai# a p A . j 

Fund induding Vehicle Tax, Sales Tal on petrol^ 
which should be a nofi-lapsable fund. As no part of this 

Stntlc CO iYwo ur j lvert< ^ to general revenues, some of the 
States like Madras, Travancore-Cochin etc. objected to 



this proposal, since this would affect- the general revenues 
of the States considerably. The Central Government have 
since agreed to fix a ceiling rate of tax which will be 
equal to the rates now in vogue, leaving it to each State 
to reduce tax to the extent possible. 

As previously pointed out the present collections from 
motor vehicles tax amounting to Rs. 65-2 lakhs for 1951- 
52 come to only a little less than half the total of 
Rs. 135 lakhs required for the maintenance and improve¬ 
ment of roads. Other resources of the State could not 
be diverted to meet more than 50 per cent, of the needs 
under this head as is bejng done at present under severe 
strain. 

(2) As no change in the present rate of tax is sug¬ 
gested, the next question as to the degree of uniformity 
which the suggestions involves does not arise. 

(3) The primary question that is to be answered is as 
to whether it is considered feasible to levy a consolidated 
tax in place of several taxes collected by different 
authorities. 

If this suggestion is put into practice the responsibility 
for the entire collection can only rest with the State 
authority. Central tax and import duty on motor vehicles 
and accessories go at present to the credit of the Central 
Government, which already has in existence an adminis¬ 
trative machinery for collection of these items of revenue. 
The reallocation and assignment of this extensive item 
of work would call for a similar set up on a smaller scale 
in respect of each State in India. The cost of splitting up 
this Central Agency of collection into State Agencies 
would involve considerable additional expenditure and 
responsibility, causing a consequent drop in the revenue 
to the Central Government under this item. 

Under the system suggested it would also be neces¬ 
sary to do away with the collection of sales tax in 
respect of petrol, motors and motor spare parts and 
merge it with vehicle tax. The fundamental principle 
justifying vehicle taxation is the use of the road and 
taxes are realised for periods not less than a quarter, 
giving the benefit of exemptions to bona fide non-users. 
It would be impracticable to assess the relative amount 
of sales tax in respect of petrol and motor spare parts 
that would in fairness have to be met by the motor 
owner, as the period of use per quarter cannot be anti¬ 
cipated for basic calculation covering a quarter. For 
example, a vehicle owner would have to pay tax for a 
full month in a quarter if the vehicle is used only for 
one day, over one mile, whereas under existing rules of 
Sales Tax he would have to pay for only a gallon of 
petrol and no sales tax on parts or accessories. It would 
not be fair to prescribe uniform rate of sales tax for a 
quarter irrespective of the consumption of petrol or 
spares. 

In view of the stand taken that a consolidated tax is 
not feasible, the question of apportionment does not 
arise. 

Question No. 169. 

This State has no objection to ear-mark the entire 
proceeds from motor vehicles taxation for road main¬ 
tenance and development. At present, the proceeds from 
motor vehicles taxation and .non-motor vehicles taxation 
go to the general revenues of the State; but more than 
what goes into the general revenues is spent for road 
maintenance and development. 


Question No. 170. 

One of the recommendations of the Motor Vehicle 
Taxation Enquiry Committee is that the revenue under 
Sales Tax on petrol, motor vehicles and accessories be 
diverted to the State Road Fund. Sales Tax being the 
only elastic source of revenue left to the State it is im¬ 
possible to accept this recommendation. Moreover Sales 
Tax was introduced with the specific object of compen¬ 
sating the loss on account of the introduction of prohibi¬ 
tion. The proceeds of the tax cannot be ear-marked for 
specific purposes. 

Another recommendation of the Committee was to 
impose a freight pooling cess of 1J annas per gallon of 
petrol with a view to equalise the burden of freight 
on petrol to all users of motor vehicles in India, to bring 
about a more or less uniform price of petrol all oyer 
India. This suggestion cannot be agreed to, either. Being 
a maritime State. Travancore-Cochin is somewhat 
favourably placed in the matter of price of motor spirit. 
The proposal will take away this advantage. It is on ac¬ 
count of this advantage that the State was able to levy 
Sales Tax on motor spirit at a fairly high rate of 5 annas 
9 pies. But, as against this, various disabilities which the 
State is experiencing on account of its geographical posi¬ 
tion are not sought to be considered. For example, this 
State is miserably deficit in foodfirains which should be 
deemed to be more essential than petrol. Perhaps, this 
State is having only about 40 per cent, of what it 
requires. Therefore, the State is compelled to import 
foodgrains from outside, and has to pay high prices for 
essential foodgrains. Besides, for the transport of food- 
grains, this Government are paying a good deal. For 
example, recently for the transport of Madhya Pradesh 
rice, an amount of the order of about 40 lakhs of rupees 
had to be spent by this State. This is a handicap for 
this State and no attempt is being made by the Union 
Government to equalise such burdens. Unless, therefore, 
the Union Government can bring about equality of 
sacrifice in all such matters, this Government oannot 
agree to the living up of any advantage however small 
it may be, which it may be having on account of its 
geographical position. 

Question No. 171. 

This State has taxed non-motor vehicles also. The 
revenue brought in under this is only less than 
Rs. 3 lakhs. The rate of tax is very low. Regard being 
had to the present condition of road users, there is no 
scope to increase the level of taxation. In respect of non¬ 
motor vehicles, the present tax is not a burden, either. 
The proceeds from Non-Motor Vehicles Taxation Act can 
also be ear-marked for road maintenance and develop¬ 
ment. 


Section III.— Other Remarks 

The vehicles tax collecting agency both for motor and 
non-motor vehicles at present is the Police Department. 
Whether there should be any change in the agency for 
administration of the tax is now under the consideration 
of Government. 

The proceeds now derived from non-motor vehicle 
taxation go to general revenues wherefrom it is assigned 
for maintenance and development of roads as in the 
case of taxes collected for motor vehicles. 



MEMORANDUM V 


Replies to Questions 

TAX SYSTEM 

Question No. 8. 

Yes. As a general policy it is not a wholesome practice 
to ear-mark taxes lor specific purposes. Allocation ol 
revenues from particular taxes to specific purposes will 
impart a certain rigidity to the financial system and 
curtail Government’s discretion in using the funds raised 
from taxation. All revenue should be treated alike as 
one undivided unit. 

However, while proposing the introduction of better¬ 
ment levy Government had the intention of ear-marking 
the proceeds to a non-lapsable Irrigation Development 
Ways and Means Fund. 

The Planning Commission has recommended that an 
Irrigation Development (Ways and Means) Fund should 
be created by each State into which a definite sum of 
money could be paid every year either from general 
revenues or from loans or savings or the proceeds of 
betterment levy, increased water charges, etc. 

Betterment levy has not yet been introduced in the 
State. The Irrigation Development Fund has also not 
been created. 

Question No. 9. 

Cesses for special purposes may be levied provided 
the number of such cesses is limited and they are levied 
in such a way that the burden will rest on those who 
will ultimately benefit by the expenditure. 

, Question No. 10. 

Government investment in industry, either as sole 
owners, or as participants, has as its motive, the follow¬ 
ing considerations : 

(1) Where the industry is vital to the defence of the 
country, or where the economic programmes of Govern¬ 
ment are dependent to a great extent on the production 
of the industry, it is in the interests of Government to 
own such industry, or at least to control it financially, 
eg., the Indian Rare Earths Co. and the Mineral Com¬ 
panies vital to the defence of the country or otherwise 
strategic; The Fertilisers and Chemicals (Travancore) 
Ltd., the production of which can seriously influence the 
food production programme of the Government. 

(2) Where the resources of the country are favourable 
for the formation of any industry and the private enter¬ 
prise is hesitant to embark on it, owing to fear of risk, 
Government may start such industries itself, or actively 
participate in the setting up of such industries. The policy 
should be to transfer such industries to private owner¬ 
ship when they are fully established, unless the con¬ 
sideration mentioned in para. (3) below is predominant, 
e.g.. The Ceramic Factory ; The Travancore Cements, etc. 

(3) Where the normal tax revenues of the State have 
reached the upper limit, from the point of view of inci¬ 
dence on the taxpayer, and additional sources of revenue 
are necessary, Government may enter the field of indus¬ 
try, either by taking shares in industrial concerns, or by 
starting lucrative industries. 

(4) Government may enter the field of industry to 
provide employment. 

So far as this State is concerned, all the four considera¬ 
tions mentioned above have weighed with Government 
in their participation in industry. In particular, the idea 
of augmenting the State’s finances and of providing 
employment have always been predominanx. 

In the further extension of State undertakings, the 
four considerations mentioned above would be the guid¬ 
ing factors. The State, however, would not normally' 
enter fields of industry in direct competition with private 
enterprise. 

Question. No. 11. 

This Government cannot agree that the net surplus 
earned by the State undertakings should be carried to 
a fund for financing development projects or be re-in¬ 
vested in the undertakings. This is especially so, since 
losses arising in these undertakings will have to be re¬ 
imbursed from General Revenues. 


NOT DEALT WITH EARLIER 
Question No. 12. 

Income and its source, viz., occupation, are the best 
bases for differentiation in examining the incidence of 
taxation on various classes of people. Income is the 
more important factor as the other factors need arise 
only with regard to their bearing on income. Differentia¬ 
tion on the basis of residence would be important only 
for special enquiries in relation to the benefits from 
public expenditure. 

Question Nos. 13 and 14. 

In the absence of relevant data Government are un¬ 
able to express an opinion. 

Question No. 15. 

The cost of compliance with tax regulations does not 
add materially to the burden of taxation. But in the 
case of Income-tax and Sales-tax, maintenance of detail¬ 
ed accounts and employment of professional accountants 
has become necessary. This has given some scope for an 
additional burden in the case of marginal dealers. But 
it has to be noted that maintenance of accounts is 
essentially a part of running an industry or conducting a 
shop as the industrialist or the dealer has to be constantly 
aware of the -soundness of the financial position of his 
enterprise. Therefore it cannot in general be said that 
even this has added materially to the tax burden of an 
assessee. 

Question No. 16. 

Yes. Taxation is the main source of revenue to the 
State and hence it has a direct bearing on the general 
benefit the administration renders to the people. If good 
Government can be assured taxation up to the maxi¬ 
mum taxable capacity can be justified. So also locali¬ 
ties or people specially benefited by public expenditure 
can be taxed specially. Betterment levy, for example, 
can be introduced and levied on people who are direct¬ 
ly benefited by the betterment scheme. Since a bulk of 
the public expenditure contemplated under the five year 
plan is on agriculture and rural development, the rural 
population can be called upon to bear a greater burden 
of taxation by introducing betterment levies, agricul¬ 
tural income-tax, higher commodity taxes, etc. 

Question No. 18. 

Borrowed money should be mostly, if not wholly, 
utilised for improving or starting industries or such other 
income-yielding projects and also for financing the crea¬ 
tion of tangible assets which would serve posterity. 
Taxation should be relied upon more for schemes which, 
though essential for nation building purposes, do not 
yield any direct pecuniary return or which do not ensure 
to the benefit of posterity. 

Question No. 19. 

Economy and rationalisation of expenditure are im¬ 
portant factors in maximising the resources but the 
resultant return will not be much. Similarly prevention 
of tax evasion and tax avoidance can make a-solid, contri¬ 
bution to this effect. And it has to be attempted in every 
possible manner. There is only limited scope for enhanc¬ 
ing the rates of existing taxes. Though limited in scope 
introduction of new taxes can be attempted which would 
go a long way and this should be supplemented by 
development of non-tax revenue to the farthest limit 
possible. The order of importance may be selected as— 

(1) Prevention of t.ax evasion and tax avoidance, 

(2) Economy and rationalisation in- expenditure, 

(3) Development of non-tax revenues, 

(4) New taxes, and 

(5) Higher rates for existing taxes. 

Question No. 34. 

f 

The first two items in the list, viz., duties in respect 
of succession to property other than-agricultural land 
and estate duty in respect of land other than agricul¬ 
tural land are the most important from the revenue 
point of view and these two classes will add considerably 
to the revenue. The proposal to tax sales of newspapers 
and advertisements has been accepted as practicable 
and the idea has been approved in this State’s Memo¬ 
randum on Sales-Tax. [Vide answer to question 126(1) 
of the Questionnaire.] The tax on advertisements will 
be a good source of revenue. The suggestion to tax 



forward transactions and futures markets is sure to react 
adversely on the general market conditions. The price 
level is usually being kept steady by these transactions 
and if a tax is to be levied on the same the parties to 
such transactions may not be in a position to bear the 
tax burden and the transactions are sure to be brought 
to a minimum. It is therefore not desirable to levy any 
tax on transactions in stock exchanges and futures 
markets. The items (c) and (d) cannot be recommended 
as these will also have adverse effects on the economy. 
The adverse effects may even outweigh the gain in 
revenue and therefore these two items may be resorted 
to only under extreme emergencies. 

Question No. 35. 

(1) Taxes on capital deter the accumulation of capital 
and have therefore to be used with caution in under¬ 
developed countries like India. But there is great scope 
for raising a large additional income by death duties 
which would promote the objective of reducing inequali¬ 
ties in income. 

(2) The re-introduction of Salt duty cannot be recom¬ 
mended. But if salt is made a monopoly of the State 
the income which is expected from the salt tax could 
be made without increasing the price. 


Question No. 48. 

The profit of co-operative societies carrying on regular 
business with outside public, i.e., with persons other than 
their members, may be brought under assessment to 
Income-tax. f? ' * • ‘ 

The question of taxing capital gains may be put off 
for the present on account of the introduction of the 
Estate duty. 

Question No. 49. 

No change is called for. If foreign income brought to 
India is liable to be taxed, relief to the extent of foreign 
taxes paid in respect of the said income is to be granted 
notwithstanding the fact that no double income-tax 
relief arrangement is available. 

Question No. 50. 

No change is called for in the definition of the word 
“dividend.” The word “shareholder” in Section 2 (6) (A) 
may be changed to “shareholder or the beneficial owner ’ 
as the case may be. If this modification is made, it is 
possible to aggregate the dividends in the hands of bene¬ 
ficial owner. 

Question No. 51. 


(3) Surcharge on land revenue is not likely to bring 
in any substantial increase in income. Apart from the 
fact that in all progressive States land revenue forms 
only a comparatively less important source of income the 
tendency is to bring a nominal basic tax on land and 
levy agricultural income-tax. This will make the basic 
land revenue still more insignificant and a surcharge 
on that will not be material. 


The scope of sections 42 and 43 is very wide and affects 
foreign trade to a certain extent as the Indian nationals 
shirk to enter into business connections with foreigners. 
If the foreign traders are compelled under law to appoint 
their own representatives in India this difficulty could 
be surmounted. 

Question No. 52. 


(4) Betterment levy is a desirable "step as it is only 
equitable that a person who gets such an unexpected and 
unearned income shares it with the Government for the 
betterment of the society. 

(5) Agricultural Income-tax is also a desirable mode 
of taxatiofrand this has already been adopted in the 
Travancoro-Cochin State. There is no justification to 
differentiate this income from other types of Income. 
The land tax policy prevalent in the States other than 
Travancore-Cochin should be revised and basic tax intro¬ 
duced as in this State supplemented by Agricultural 
Income-tax. This will have the advantage of introducing 
an element of progression in the tax. 

(6) The introduction of Social Security taxes will be 
justifiable only if proper social security services are pro¬ 
vided. This is a field which has to be developed. The 
proposition is highly commendable and deserves investi¬ 
gation. The burden is actually lightened by a feeling 
of the direct benefit both to the employer and the 
employee. 

(7) Regarding modification of the prohibition policy, 
removal of prohibition from areas where it has alrea iy 
been introduced cannot be agreed to. But expansion 
to new areas will have to be done gradually. 

It has to be realised that while the items referred 
to above are probable sources of revenue carte has to be 
taken to see that the cumulative levy does not exceed 
the optimum limit of taxable capacity of the people. 

Question No. 36. 

Yes This is sound in theory and can be justified in 
principle. But great caution has to be exercised in the 
administration of the tax to prevent the tax-payer being 
driven to the necessity of selling the assets for payment 
of the tax. It would be fairer to have the tax spread 
over a long period of time instead of resorting to the 
demand of a lump sum payment. 

Question No. 37. 

Prevention of tax evasion and tax avoidance and 
economic administration of the collection agency are 
the best methods. This is more important in the case 
of direct taxes. Prompt assessments and speedy recovery 
of tax due are necessary. Increase of rates, wherever 
possible, can be resorted to in course of time. 

DIRECT TAXES 


The definition of “Agricultural Income” under Section 
2 (1) of the Indian Income-tax Act provides no contin- 
gency of the same income being taxed by the Central 
as well as State Governments, except in the ease of 
dividends from Agricultural Income Companies. This 
hardship could be avoided, provided the shareholder is 
allowed credit to the Agricultural Income-tax paid on 
me dividends from the Income-tax payable by him. 

The income from ‘forests’ used to be not treated as 
Agricultural Income and assessed t*> Agricultural Income- 
tax in the States as there is no cultivation carried on m 
respect of a wild jungle or forest. There is also no human 
skill or labour spent to grow a natural forest for the 
trees have grown spontaneously. However, when there 
is a regular operation in forestry, e.g., by way of clearing 
jungles, clearing of unhealthy trees, planting of new 
trees etc., there is no doubt that the operation would 
be in the nature of agriculture, in so far as human 
labour and skill are employed to grow and protect the 
forests. 

In regard to income by way of dividends from Agri¬ 
cultural Income Companies, the dividends are being 
treated as non-agricultural income at the hands of share¬ 
holders and assessed to Income-tax since 1949-50 and 
onwards in spite of the- fact that the said income was 
considered to be agricultural income in their hands and 
assessed to Agricultural Income-tax in the State pre¬ 
viously. The reasons for the above are as follows : 

(1) The income by way of dividends from Agricultural 
Income Companies do not fall within the definition of 
Agricultural Income under Section 2 (1) of the Income- 
tax Act. The shareholders do not own or occupy lands. 
They do not cultivate the land and have no immediate 
connection with the “land which is used for agricultural 
purposes”. 

(2) The Agricultural Income "Company is the owner of 
the land and cultivates the land. However, the company 
and shareholder are different persons and the latter- 
cannot claim any title to any portion of the Company? 
properties proportionate to the value of shares held by 
him. 

(3) The agricultural income of the company when it 
passes into another’s hand by way of dividend, salary, 

' interest etc., does not retain the character of agricul¬ 
tural income. The test is its character in the hands of 
the recipient and not in the hands of the payer. 


Income-tax 


Question No. 46. 

No modification is necessary. 

Question No. 47. 

The definition of the term ‘Income’ does not require 
any modification except as suggested in answer to Ques- 
tion No. 48. 


Tn the above view, a shareholder of an Agricultural 
rJorne Company is not liable to Agricultural Income- 
ix any payment made by the, company cannot be 
Warded as Agricultural Income-tax on beha f of the 
Kareholders. Hence the shareholder is n 9 t eligible to 
btain refund of Agricultural Income-tax m respect of 
ivfdends of an Agricultural Income Company who have 
aid Agricultural Income-tax to ihe State. Steps are 
aerefore being taken to amend the Travancore-Cochin 
Lgricultural Income-tax Act Accordingly* 





£}i e t ! lat ^ he dividend income in the hands of the 
S l^,? lder T 1S thus subject to Agricultural Income-tax 
as well as Income-tax. But this contingency could be 
avoided, provided the Indian Income-tax 
authorities aHow rebate to the Agricultural Income-tax 
th j e shareholder while assessing his income. 
When the dividend mcmne is liable to be assessed to 
Income-tax, it is but fair and equitable that the share¬ 
holder is allowed to enjoy the said relief. 

Question No. 53. 

The proposal cannot be agreed to. This scheme of taxa¬ 
tion was tried in the erstwhile' Travancore State for four 
years under the Travancore Income-tax Act of 1121 
Experience showed that the scheme did not work suc¬ 
cessfully for the following reasons: 

jP 1 ,® Income-tax Officers paid more attention to the 
computation of non-agncultural income and in the 
of cases did not find time or facilities to attend 
to field work which is most important in the computation 
of agricultural income with the result that they either 
over-estimated or under-estimated the agricultural por¬ 
tion of an assessee’s income. The assessees suffered 
seriously. c 

(2) A, large number of persons whose non-agricultural 

income under salary and other heads reached Rs 1 200 
ff.l a P°y® were brought to assessment to income-tax 
after Estimating the balance under agricultural income. 
These persons generally maintained no accounts for their 
agricultural income and. did not get full justice in appeal 
or region They were hard hit and they did not find v 
the means to pay the tax. v 

(3) The number of assessees swelled up and there was 
heavy pendency in assessments in all offices. The addi- 
™, < ?+ r L al +i? nd - tem P° r . ar y offices opened could not cope up 
with the increased work and the tax assessed did not 
justify the expenditure incurred on account of the open¬ 
ing of these new offices. The net result was there were 
heavy arrears in assessments as well as in collection. 

Considering the limited elastic sources of revenue left 

I°nt b Llf P w d by the States under the Constitution it is 
not desirable to deprive them of their power to tax agri¬ 
cultural income. Moreover, the Indian Income Tax 
Department may not have the facilities to attend to the 
assessment of agricultural income satisfactorily. 

Therefore the proposal to club both items of income 

d™. 6SS the tot , al in . come t0 IncomMax does not 

deserve serious consideration. 

The pther proposal to fix the rate of levy of Tax on an 
iSSwf S t i 0t f 1 i ncome delusive of agricultural and non- 
income and then to assess each separately 
snhanced rate is also not desirable. If the agri- 
m non-agricultura income assessments are 

thf» b ^mf nded o to by ® tate and Centre respectively 
fnr i? r 2? FeSS assessments stands to suffer seriously, 

each be possible L° finish the assessments m 

°l e ° f th .® 9 fses simultaneously. The Central and 
State officers will have to accept each other’s assessments 
without question. If this is not done difference of opinion 
mhy arise leaving the assessees to suffer. There wifi also 

nn^i 1 1 COnveP ^ ence m l . for the assessee s when they go 
of r , evislon - The question of carrying forward 

of the i loss_also crops up and this is sure to create 
P, ractl c al difficulties in fixing the rate. This arrangement 
successful the cases suggested above, may not prove 

Question No. 54. 

reply\o ad Que a s b tL f °53. the 1635003 ateea * r Stated in the 
Question No. 55. 

complications. de,irabl6 “ lhls “W <° further 

Question No. 56. 

No modification is necessary. 

Question No. 57. 

c«i/2.- The • on the activities of the co-operative . 

societies with non-members may be assessert m 

tax and |Super-tax at the rate apphcable to compinie^ 6 ’ 


Th. 


(ii) 

assessed 
societies 
houses. 

42—2 t. E. Com: 


ie income derived by way of rent should not be 
to Income-tax as the co-operative housing 
enable middle class people to acquire their own 


Question No. 58. 

n,3 n &f S w n f f rante d u^er section 15 (c) may be conti- 
PHf.d dt least for another five years. Concessions under 
initial and extra depreciation allowances now granted 
cannot be considered infructuous and may be continued 
for a period of three years. 

Question No. 59. 

This is a welcome suggestion, for the opening of 
branches of Indian banks encourages develop- 

Th« t r,vL f ° re i gn trade . at tbe hands of Indian Nationals. 
The pro p ° sed concession m taxation may be extended 
also 6 ^ orei ® n branches of Indian Insurance companies 

Question No. 60. 

in the P resent limits of exemp¬ 
li ta> \ of fh? hie insurance premia and contribu¬ 
tion to Provident Fund, may be made. 

Question No. 61. 

(i) Yes. 

(a) By larger depreciation allowances on new assets. 

»'Lif ) n"be?„„“dl™f' 0P< ' S ' IS are " >n ® li ™ toi “1 

(ii) In the interest of development of industry special 
treatment is necessary. This is to be viewed as an assis¬ 
tance given to encourage the growth of industry in the 
country and not as a Concession to the tax-payer. 

T h e concession ear-marked for the development 
of the industry may be compelled to be utilised for the 
tions° Se by lm P osl hon of suitable restrictions or condi- 

• 

Question No. 62. 

, T'he classification of assets for purposes of depreciation 
iioi,( t0 f be re-examined by an expert committee in the 
hfht°f past experience gained regarding the life of the 
assets and the rate of depreciation and a revised classi¬ 
fication introduced. 

Question No. 63. 

„ L l beral ahowance may be given in respect of 
Assets - 111 the case of long term lease to exploit 
mineral resources, a fixed percentage of the out-turn 
tu 0 f» Ch n year may be allowed deduction. The total of 
amount UOWanC6S should not exceed the original lease 

Question No. 64. 

Tr |P The personal and family allowances granted in 
U.K. may be adopted here with suitable changes. 

(2) The Hindu Undivided families deserves no sDecial 
treatment. They already enjoy a higher exemption 

Question No. 65. 

The present law need not be altered. ' 

Question No. 661 

(a) and (b) Yes. Income-tax and Super-tax' may be 
combined into a consolidated levy. 

This will remove the inclination on the part of the 
assessees other than companies to restrict their income 
to particuiar limit each year, so as to avoid Super Tax 
Administratively, this is a simpler method than the 
present one. 

(c) and (d) If the rates of Income-tax and Super-tax 
are combined, the rates may be increased gradually. 

(e) No change is called for. 

Question No. 67. 

No change is necessary. 

Question No. 68. 

(b) Yes. 

(c) No. i 

Question No. 69. 

None. The present method-is good enough. 

Question No. 70. 

No change is called for in the method of assesments 
of the Hindu Undivided family. 



Question No. 71. 

No change is necessary. 

Question No. 72. . 

The tax on income earned outside India and subjected 
to tax in any foreign country should be reduced by the 
actual amount of tax payable in that country m respect 
of said income and vice versa. 

Question No. 73. 

The provisions are satisfactory and therefore no 
change is called for. 

Question No. 74. 

If losses are allowed to be carried backward, the past 
assessments will have to be modified and this is not 
at all desirable. 

Question No. 75. 

The existing provisions do not require any modification. 

Question No. 76. 

No modification is necessary. 

Question No. 77. 

The procedure now in vogue is simple enough. 

Question No. 78. 

There is no harm in the Appellate Tribunal being 
invested with powers of enhancement of assessments. 

Question No. 79. 

No. 

Question No. 80. 

No. This may create administrative difficulties and 
encourage a claim for further classification. 

Question No. 81. 

No income could be taxed twice and therefore the levy 
of a super-tax on dividends received by corporate bodies 
cannot be justified. 

Question No. 82. 

No special provisions are necessary. The existing rules 
relating to assessment of insurance companies require 
no change. 

Question No. 83. 

This is already adverted to in answer to Question 50. 
In case the definition of the term “dividend” is altered 
so as to include “bonus shares” also. Section 23-A may 
be allowed to stand. In the result, the shareholders do 
not get any exemption in spite of the fact that the 
undistributed profits are issued as bonus shares or not. 
The proposed alteration in the definition referred to 
above does not affect the shareholders who invest m 
Public Limited Companies, especially when the altera¬ 
tion is applicable to private limited companies only. 
If a rebate in Super-tax is given in respect of bonus 
shares issued, that will assist industry to utilise more 
of its profits. The provision of a rebate of Income-tax 
on excess dividends in Public Limited Companies may 
be extended to the issue of bonus shares. 

The Private Limited Companies are not enabled to 
take undue advantage of the provision in case the defi¬ 
nition of “dividend” is altered on the lines suggested 
supra. 

Question No. 84. 

This is not proper as the same income is taxed twice. 
Question No. 85. 

The Government commercial concerns should not be 
assesed to Income-tax. The profits of such enterprises 
may be left to the State which produces it without 
bringing it into the common pool. It will be enough to 
reckon an element of tax in the appraisal of the financial 
working of each concern so that the tax-payer^ as well 
as the Government may have a correct appreciation of 
their working. 

Question No. 86. 

The services of Chartered Accountants may be more 
f ree ly used, but a general form of certificate issued by 
them may not work properly and may also create lot 
of difficulties in the actual working. It is not desirable 
to restrict the fees payable to them for the services 
rendered to the assessees, as per a prescribed schedule. 

Question No. 87. 

No change is necessary. 


Question No. 88.. 

Yes. Section 54 of the Act has to be suitably modified. 

Question No. 89. ’ 

Yes. Ad hoc entertainment expenses alloyred- to 
managers of firms, car allowances, fixed travelling allow- 
mces etc ° are^ome of such perquisites. They could be 
made taxable to the extent of the excess receipts over 
actuals. 

Question No. 90. 

Suitable provision in the Companies Act may be made 
so that the liquidator shall get an Income-tax non¬ 
liability certificate before he distributes any portion of 
the funds to the shareholders. 

Question No. 91. 

Certain changes were proposed in an Amending Bill 
of 1952. These may be put into effect. 

Question No. 92. 

The present safe-guards are enough and no change is 
called for. 

Question No. 93. 

Yes The tax may be recovered from the firm in the 
first instance failing which the amount may be recovered 
from the other partners. 

Question No. 94. 

The present arrangement is adequate. 

Question No. 95. 

Yes. The liability for payment of tax from Private 
Limited Companies should be placed upon shareholders 
of the companies in proportion to their emoluments and 
share-holdings. 

Question No. 96. 

Yes. 

Question No. 97. 

The appointment of Liaison Officers to act between 
the public and the Department may have the desired 
effect. The Officer should contact the public and explain 
to them the legal implications of the Act, the_methods 
of maintaining accounts and other details. Courteous 
behaviour and speedy disposal of accounts will also go 
a long way to lessen bitter feelings. Only accounts that 
could be finished in the course of the day should be 
posted and if in any case it is anticipated that the same 
cannot be verified in the course of the day, the case 
should be adjourned to another date convenient for the 
assessee before the officer proceeds with checking of 
accounts. The assessee’s accounts should be believed 
in the first instance till gross irregularities are detected. 
Minor and trifling errors may be excused. These mea¬ 
sures will go a long way to improve relation between 
the public and the Department. A list may be put up 
showing the cases posted and the time fixed for discus¬ 
sion of each case for each date for the perusal of the 
assessees. 

Question No. 98. 

No changes are called for in the existing arrangements. 

Question No. 99. 

No comments. 

Special Business Taxes 

Question No. 100. 

The special circumstances that prevailed during the 
war period would justify the levy of Excess Profits Tax 
or other special business taxes. 

Death Duties 

Question No. 101. 

In view of the fact that the Estate Duty Act has just 
been enacted, it is better to watch the effects of its 
working for some time before changes are contemplated. 

Question No. 102. 

There must be a differential rate between self-acquired 
property and property inherited. The reason for this 
suggestion is that if a lesser tax is fixed for self-acquired 
property there will be inducement to industry and earn¬ 
ing. Necessary incentive to earn must be there in all 
progressive society \ hence the need for a lower rate of 
estate duty with regard to self-acquired property. 
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Registration 


5-00 

Receipts under Motor Vehicles Act 


I 5’°5 

Other Taxes and Duties 


159’48 

Administration of Justice 


8-47 

Education .... 


6-91 

Agriculture .... 


13-71 

Miscellaneous .... 


48-58 

Balancing grants from the Government 

28-39 


of India. 

Question No. 6. 

Total revenue of the State excluding all grants from 
the Government of India is Rs. 335-09 lakhs. Tax reve¬ 
nue included in this total is Rs. 300-17 lakhs i.e., 89-4% 
The details are :— 

(i) Tax Revenue. 

Rs. 


Land Revenue . 

4-72 Lakhs 

(Excluding 

State Excise 

75-62 

99 

grant from 
Government 
of India.) 

Stamps 

40-30 

99 


Registration 

5-00 

99 


Receipts under Motor Vehi¬ 
cles Act. 

Other Taxes and Duties 

I 5’°5 

J 59’48 

99 



300-17 „ 

34-92 Lakhs 


DELHI 

Memoranda of sent by the Delhi State Govt, to the Taxation Enquiry Commission 

MEMORANDUM I 

Supplement to questionnaire 

Replies to the various questions contained in 
Annexure of the supplement to the questionnaire are 
given below seriatim :— 

Question No. 1. 

Delhi was a Centrally administered areajtill the 17th 
March, 1952—the date of implementation of Part C 
States Act 1951; its budget was a part of the Central 
Government’s Budget and the taxes were also levied by 
the Centre. The first independent budget framed for the 
State was in respect of the financial year 1952-53. This 
budget is split up into 2 parts “Reserved” and “Trans¬ 
ferred”. The “Reserved” portion includes expenditure 
on the folowing items:— 

A. Public Order. 

B. Police, including Railway police. 

C. The Constitution and powers of Municipal cor¬ 

poration and other Local Authorities: of Im¬ 
provement Trust and of Water supply, drainage, 
electricity and transport, and other public uti¬ 
lity authorities in Delhi or New Delhi. 

D. Lands and buildings in Delhi or New Delhi. 

It will, therefore be seen that items of capital nature 
are included on the “Reserved” side. Provision for 
“Reserved” subjects is made in the demands for grants 
of the Central Government; while those for “Transfer¬ 
red” subjects is made in the budget of the Delhi State. 

The latter portion of the budget is presented for the 
vote of the Legislative Assembly. The figures of the 
budget estimates for 1953-54, both in regard to items 
for which provision has been made in the budget of the 
Central Government, and for those provided in the 
State budget is given in Annexures A and B. attached. 

Question No. 2. 

On the “Transferred side’’ with which the State 
Legislative Assembly is concerned, the expenditure on 
“Administration”, “Education”, “Medical”, “Agricul¬ 
ture”, and “Miscellaneous” is on the increase. Under 
“General Administration”, the increase is mostly due 
to the implementation of the “Part ‘C’ State Act” 
which has necessitated the appointment of Ministers 
and Deputy Ministers etc., Additional staff in the Secre- 
trait to cope with the increased work and the setting 
up of the State Legislative Assembly as also a Public 
Relations Department. Under “Education,” additional 
educational facilities have to be provided by way of 
opening of new schools and payment of increased 
grants-in-aid to local bodies and aided institutions, so 
as to facilitate admission of a large number of children 
seeking admission. The increase in the number of 
school going children is mostly due to the influx of 
displaced persons under “Medical”, a number of addi¬ 
tional beds have had to be provided in the existing 
hospitals like Irwin, S.J.T.B. & V. D. hospitals, besides 
the opening of new hospitals and dispensaries in the 
colonies of displaced persons. Under “Agriculture,” 
a number of “Grow More Food” Schemes have been 
started for which the Government of India have to be 
asked for larger subsidies. Under “Miscellaneous,” the 
increased expenditure is mostly due to larger expenditure 
for displaced persons for which the Government of India 
give cent per cent grant. 

Questions Nos. 3, 4, and 9. 

The reply to these questions will follow. 

Question No. 5. 

The Revenues of the State in respect of the subjects 
which fall within the purview of the State Legislature 
as per budget estimates for 1953-54 is Rs. 4,25,63,000 
including Rs. 28.39 lakhs as balancing grant to meet 
Revenue deficits and Rs. 62-15 lakhs for grants 
for specific purposes from the Government of India. The 
principle items of Revenue included in the budget for 
1953-54 are:— 

Rs. 

Land Revenue ..... 6-48 Lakhs. 


Total . 

Total non-tax revenue 
(ii) Grant-in-aid from the Central Government. 

(i) For specific purposes—62-15 lakhs. 

(ii) For balancing budget—28-39 lakhs. 

There is no income on account of fees from 
local bodies etc., or in respect of any State 
enterprises. 

(iii) No share of income tax and other Central taxes 
is paid to this State. 

(iv*) The Sales-tax was imposed with effect from 
1-11-51. 

(v) No other taxes, cesses and fees are levied by 
this State. 

Question No. 7. 

The Revenue' from “Excise” and “Other Taxes and 
Duties” are expected to increase owing to the tightnmg 
up of the collecting machinery but the present slump 
in the market is the main hurdle. 

Question No. 8. 

Efforts are being made to maintain the revenues from 
existing taxes, but no specific increase or imposition of 
new taxes of importance, which could bring revenues 
to any great extent are at present under consideration 

Question No. 10. 

No remarks. 

Question No. 11. 

The cost of the Departments exclusively employed on 
assessment and collection o 1 taxes as per budget esti- 
mates for 1953-54 is as follows 

Rs. 

1,19,700 
1,14,000 
36,000 
52,000 
1,59,000 
7,81,000 


Land Revenue 
State Excise . 

Stamps . 

Registration . 

Charges under Motor Vehicles Act 
Other Taxes and Duties . 


State Excise 
Stamps 


75 ’6a » 
40-30 „ 


Total 


12,61,700 













General Note 

It will be seen from the factual information given 
above that so far as the Delhi State is concerned, an 
analysis on the lines, suggested in Annexure to the 
supplement to the questionnaire may not yield much 
useful material to the Commission, Our capital expendi¬ 
ture is met out of the grants of the Central Government 


and our revenue budget is a deficit budget made good 
by balancing grants from the Government of India. The 
trend of expenditure is to increase whereas revenue has 
become more or less stationary. In particular the 
development expenditure has no relation to our reve¬ 
nue because the expenditure is met entirely by the 
Government of India. 


ANNEXURE “A” 


List of items of “ Revenue ” and ' 

‘Expenditure' 

relating to iC Reserved Subjects ” of Delhi State which have appeared in the budget estimates of the Central 
Government for the year 1953-54 

Revenue 


Rs. 

Expenditure 

Rs. 

VII—Land Revenue 

Receipts from Land 
ce. 

> . . . . 3,94,000 

and Development Offi- 53,85,000 

7. Land Revenue . . i . . 

25. General Administration .... 

. 7,000 

5,91,000 

XX—Interest 


. . 38,68,400 

29. Police . . . . . 

. 1,45,20,000 

XXIII—Police . 


. . 1,40,400 

37. Education (Grant-in-aid for Colleges) . 

13,00,000 




47. Miscellaneous Departments— 

(i) Joint Stock Companies 

(ii) Indian War Memorial 

(iii) Indian Partnership Act 

. 24,500 

13,000 
. 1,800 

XXXIX—Civil Works 

• 

. . 19,88,700 

50. Civil Works .... 

Central Road Fund .... 

. 49,70,000 

25,93,800 

XXXVI—Miscellaneous Departments 

57,400 



XLIV—Receipt-in-aid of superannuation 

. . 1,000 

78. Initial expenditure on New Capital 

. 48,64,000 

XLVI—Miscellaneous . 


. . —2,21*000 

81. Capital Outlay on Civil Works 

• 44,85,000 



Total . 1,16,13,900 

Total 

• 3 , 33 , 7 °,too 


Loans and Advances 

Delhi Municipal Committee 15,00,000 

New Delhi Municipal Committee ........ , ...... 15,00,000 

Shahdara Municipality .... ......... 1,00,000 

Notified Area Committee, Civil Station .............. 2,02000 

Delhi State Electricity Board.78,00,000 

Notified Area Committee , Mehrauli .............. 22,000 

Delhi Improvement Trust . . . , • ' : v.44,45,000 

Delhi Joint Water Sewage Board ............... 82,00,000 

Ayurvedic Tibbia College. 2,00,000 

Dflhi Transport Service . . . . . . . r Ti . . . . . . . 45,00,000 


Total . 2,84,69,000 


ANNEXURE “B” 

Statement showing the budget estimate for 1953-54 f or Revenue and Expenditure of the Delhi State 


Revenue 


Transferred 

Expenditure 

Major Head of Account 

Budget 

estimate 

Major Head of Account 

Budget 

estimate 


1953-54 


1953-54 

VII—Land Revenue 

6,48,000 

7. Land Revenue ..... 

4,73,000 

VIII—State Excise 

75,62,000 

8. State Excise . . . . . 1 

. 1,84,000 

IX—Stamps ....... 

40,30,000 

9. Stamps ...... 

. 50,000 

X—Forest ....... 

1,000 

10. Forest ...... 

19,000 

XI—Registration ...... 

5,00,000 

n. Registration ..... 

. 52,000 

XII—Receipts under Motor Vehicles Act . 

15,05,°°o 

12. Charges on account of Motor Vehicles Act 

. 11,09,000 

XIII—Other Taxes and Duties .... 

i, 59 , 4 8 ,ooo 

13. Other taxes and Duties 

7,81,000 

XVIII—Irrigation Works for which no Capital ac¬ 

1,000 

18. Irrigation Works ..... 

5,15,000 

counts are kept. 

XXI—Administration of justice .... 

8,47,000 

25. General Administration 

22,42,000 



27. Administration of Justice 

(includes 

Rs. 1,16,000 
as charged). 
10,39,000 

XXII—Jails and Convict Settlements 

74,000 

28. Jails and Convict Settlements 

. 6,91,000 

XXVI—Education . . . 

6,91,000 

37. Education . . . . 

1,29,68,000 

XXVII—Medical.. 

4,38,000 

38. Medical ...... 

57,82,000 





















Revenue 

ANNEXURE 

Transferred 

‘B’ contd. 

Expenditure 

Major Head of Account 

B udget 
estimate 
1953-54 

Major Head of Account 

Budget 

estimate 

• 953-54 

XXVIII—Public Health. 

49 ,qo° 

39. Public Health . . . 

19,31,000 

XXIX—Agriculture ... . 

13,71,ooo 

40. Agriculture ...... 

17,58,000 

XXX—Veterinary. 

7,000 

41. Veterinary . 

1,56,000 

XXXI—Co-operation ..... 

1,000 

42. Co-operation . . . . 

2,22,000 

* 

XXXII—Industries and Supplies 

1,000 

43.’ Industries and Supplies .... 

99,000 

XXXVI—Miscellaneous Departments 

2,82,000 

47. Miscellaneous Departments . 

. 11,70,000 

XXXIX—Civil Works. 

1,87,000 

50. Civil Works . . . . 

28,60,000 

XLV—Stationery and Printing 

23,000 

55. Superannuation allowance and pensions . 

. 1,50,000 

XLVI—Miscellaneous . . 

48,58,000 

56. Stationery and Printing 

2,10,000 

XLIX—Grant-in-aid by Government of India . 

28,39,000 

57. Miscellaneous ..... 

74,02,000 

LI—Extraordinary Receipts 

7,00,000 

63. B—Community Development Projects 

7,00,000 

Total 

• 4.25.63,000 

Total 

• 4,25,63,000 

(includes 

Rs. 1,16,000 
as charged). 

Note.—T he estimates of Revenue iuclude grant-in-aid from the Central Government as follows:— 

(t) Balance grant to cover the deficit in the Consolidated Fund of Delhi State ......... 

(it) Grant-in-aid to meet cent per cent expenditure on ‘Grow More Food’ Scheme (including consolidation of Holdings) 

(*‘u) Grant-in-aid for cent per cent expenditure on Displaced Persons . . . . 

(tv) Subvention from the Central Road Fund ............... 

(v) Grant toward expenditure on Community Projects . . . . . . . . . • • . . 

(ui) Grant towards schemes for Calf Rearing .......... ..... 

Total .... 

28,39,000 
10,31,600 
42,89,000 
1,87,000 
. 7,00,000 

7>4°° 

90,54,000 


Total . 











MEMORANDUM III 

A General Note on Land Revenue 


1. There has been practically no change in land 
revenue of the State since before World War II leaving 
minor changes in respect of alluvial lands i.e. lands 
subject to the fluctuations of rivers, which are periodi¬ 
cally assessed to land revenue. Other minor changes in 
land revenue are the results of land acquisition or its 
alienation. 70% of the cultivated area of the State is 
under personal cultivation of the peasant proprietors 
and the remaining cultivation is more or less in the 
hands of stable tenants. Rental demand of occupancy 
tenants who form nearly 7% did not arise during the 
period from 1942 till now. There has been no increase 
in land revenue demand for the simple reason that the 
last settlement of the State which took place in 1911-12 
was for a period of thirty years. The prices no doubt 
had appreciably gone up during the period commencing 
from 1942 but their effect was on the new lettings in¬ 
cluding those lands which were given to the sub-ten¬ 
ants. 


2. A. The break-up of land revenue receipt of the 
State falls under the following two heads : — 


(i) Agricultural and non-agricultural land. 

There have been changes in these two types of lands 
since the settlement of 1911-12. In the vicinity of Delhi 
town there have been enormous constructions of the 
buildings, residential or otherwise resulting in the in¬ 
crease of non-agricultural lands. While at other places, 
the cultivated area has gone up. But this has no bear¬ 
ing on the land revenue except for the lands under 
alluvial areas or land acquisition etc. The land revenue 
since 1938-39 till the present day is noted below:— 


J938-39 • 

Year 






Land 

Revenue 

Rs. 

3 » 32 , 3 H 

1939-40 . 







3,31,261 

1940-41 







3 , 30 , 7»4 

1941-42 . 







3,30,917 

1942-43 







3,30,603 

1943-44 • 







3,30,403 

1944-45 • 







3,30,257 

1945-46 . 







3 , 30,175 

1946-47 • 







3,30,178 

1947-48. 







3 , 30,277 

1948-49. 







3,28,666 

1949-50 ■ 







3,28,498 

1950-51 • 







3,28,575 

1951-52 ■ 







3,28,146 

1952-53 • 







3,28,227 


(it) Permanent fluctuating and other type of 
Demand. 

Same as noted above. 

Different areas have been classified according to (a) 
types of tenures, (b) types of tenancies, and (c) types 
of crops irrigated and non-irrigated, commercial and 
non-commercial, cereal and non-cereal, etc. Different 
classes of tenures among the non-occupancy lands have 
been responsible for the increase in rents, the impor¬ 
tant factor for that being rise in prices of foodgrains 
besides the facilities in irrigation, method of cultivation 
as well as growing of important crops. But there has 
been no change in land revenue on this account, as 
there has been no settlement. 


B. As already noted above, there has not been appreci¬ 
able variation in assessment since the last Settlement 
and there has been no regular settlment of the State 
during the last thirty years, with the exception of those 
of alluvial lands or the like mentioned above. 


3. The highest ideal of land reforms in a modern 
state is community farming, which is stil beyond our 
reach. The next best in order are co-operative farming 
and peasant proprietorship. The Delhi Land Reforms 
Bill which has just passed through the Legislature 
seeks to attain peasant proprietorship and introduce 
co-operative farming. The most unique features of the 
Bill are the simple methods employed to gain its objects 
at a minimum cost to the State with maximum advan¬ 
tages not only to the proprietors who will lose all their 
intermediary and superior rights to descent to the level 
of peasant proprietors but also to the actual tillers of 
soil, who will ascend to the level of peasant proprietors, 
thus giving rise to an uniform peasantry in the State, 


In this State, at present, 70% of the cultivated area 
is under the direct cultivation of a large body of pro¬ 
prietors, so that the average works out only to 4 acres 
per head. As such, it was futile for the State to acquire 
proprietory rights at a heavy cost and then to redistri¬ 
bute land mostly to the same body of petty proprietors 
for monetary considerations, as has been done in other 
States. Here the State shall directly acquire only the 
proprietors’ rights in common lands of public utility at 
a nominal cost and make it over, to the Gaon Sabhas 
elected on adult franchise. For the rest, the tenants and 
the tillers of soil who will acquire superior rights in 
the lands in their direct cultivation will pay compensa¬ 
tion to the proprietors by a direct and simple method. 
They will deposit the compensation in Treasury and the 
courts will disburse the amounts to the proprietors as 
soon as the tenants superior rights are declared. The 
tenants will have the option to pay the entire compensa¬ 
tion either in one lump sum or by twelve annual instal¬ 
ments of l/10th each, the last two covering interest. In 
the former case, the whole amount will be disbursed 
to the proprietor at once and in the latter case, the dis¬ 
bursements will be completed Within 12 years. It will, 
therefore, not be necessary to issue bonds for - long 
periods with its attendant disadvantage to both sides. 

Secondly the bewildering number of the classes of 
proprietors and tenures will be reduced only to one 
class of tenure to be called Bhumidhars, with heritable 
and transferable rights, paying land revenue to Gov¬ 
ernment and there will be only one other class of sub¬ 
tenure called Asamis paying rent to their landholders. 
The proprietors will get Bhumidhari rights in their 
Khudkasht land, which they have not let out. Various 
classes of tenants, whether with occupancy or with non- 
occupancy rights and their sub-tenants will all get 
Bhumidhari rights. Bhumidhars will not be allowed 
to let out their lands unless they are suffering from 
some disability such as minority or lunacy. This will 
guard against the relationship of landlord and tenant 
raising its head again. Persons to whom disabled 
Bhumidhars let out land will be Asamis paying rent. 
Then there %vill also be Asamis cultivating lands in 
shifting beds of rivers etc. where no permanent rights 
can be given. 

Compensation to be paid by tenants or sub-tenants 
to the proprietor will be simple multiples of land reve¬ 
nue. The land revenue of Khudkasht holders acquiring 
Bhumidhari will be the same as before. But the land 
revenue of tenants or sub-tenants acquiring Bhumidhari 
rights will be 50% of their rent, subject to the condition 
that the new land revenue shall in no case be more than 
double or less than the former land revenue. Compen¬ 
sation to be paid will be multiples of the new land reve¬ 
nue. In the case of tenants with rights -of transfer, 
will be 4 times; in the case of occupany tenants 8 times; 
and in the case of non-occupancy tenants 16 tim6s. All 
tenants will pay a compensation of 20 times their new 
land revenue and the same shall be distributed between 
the proprietor and his immediate landholder in such 
proportions as will depend on the class of his land 
holder, so that the proprietor gets the multiple due from 
that class of landholder, the rest going to the land¬ 
holder himself. 

The State was very anxious to introduce ceiling on 
proprietors Khudkasht from the very start. The idea 
had, however, to be abandoned for the present, due to 
some difficulties. But as soon as the present land re¬ 
forms are implemented, the State shall be in a position 
to introduce an over-all ceiling on all Bhumidhari lands. 
Meanwhile an upper ceiling has been fixed so that 
all future transactions shall be restricted to a trans¬ 
feree never acquiring more than 30 standard acres in¬ 
cluding what he already has. Gaon Sabhas shall not 
only take charge of common lands but also perform 
other functions of the outgoing proprietors. Principal 
one of these will be the letting out of vacant lands and 
for this purpose, co-operative farming will get top prio¬ 
rity and then a landless labourer. On the heels of Land 
Reforms Bill will follow Bhoodan Yagna Bill, which will 
be another great measure in the same direction. 

Special provisions have also been made in the Bills 
for co-operative farming, the encouragement of which 
in the interest of production is one of its main aims. 
Another chapter has been devoted to Gaon Sabhas with 
a small executive body of Panchayat for Land reforms 
work. This Chapter shall soon be supplemented by a 
Panchayat Raj Bill which will follow as soon as possi¬ 
ble. The Land Reforms Bill of the State has been passed 
by the State Legislature. It will result in more pro¬ 
duction with nearly 25% of increase in the annual land 
revenue. 











Main feature of land revenue code of the State and 
rules, etc, 

4. Under Land Reforms Bill the aggregate of the land 
revenue payable by all the Bhumidhars (Peasant Pro¬ 
prietors) in respect of land situate in any village 
shall be deemed to be the land revenue assessed on that 
village. 


15. There has been no trend in recent years of land 
revenue falling in arrears. The land revenue of lands in 
charge of the land Improvement Trust or the Custodian 
of Evacuee Property is reported to have gone in arrears. 

16. Nothing to be noted on this. 

LAND REVENUE AND LAND CESSES 


The land revenue assessed on any village shall be the 
first charge on all land in the entire village and on 
the rents, profits or produce thereof. 

The Chief Commissioner may at any time after the 
commencement of the Land Reforms Act direct a settle¬ 
ment to be made either of the entire state or of any 
portion of it. The term of the settlement shall be thirty 
years but this term may be extended for the reasons 
then existing. A settlement of the alluvial areas and of 
precarious areas can be shortened than a period of 
thirty years. When the state or its part is under settle¬ 
ment, the Settlement or the Assistant Settlement Officer 
shall inspect every village under settlement and shall 
according to the rules divide the state or the parts in 
the soil classes and assessment circles. The land reve¬ 
nue shall be ascertained on the aggregate holdings 
areas in a village excepting land occupied by buildings 
for residential purposes or the lands of common utility 
such as customary common pasture lands, cremation 
or burial grounds, abadi sites, pathways, khaliyans etc. 
The principle of assessment for a holding in an assess¬ 
ment circle shall be the estimated average surplus pro¬ 
duce of such holding remaining after deducting the ordi¬ 
nary expenses of cultivation as ascertained according to 
the rules: The revenue shall be such percentage of the 
surplus produce as the Chief Commissioner, on the re¬ 
commendation of the Settlement Officer, may fix. It 
.shall also be got confirmed by the State Legislature. 
The percentage of the revenue to the surplus produce 
shall vary according to the graduated scale prescribed 
by the Chief Commissioner, being largest on holdings 
with .the higher surplus produce and smallest on hold¬ 
ings of the lowest surplus produce. The orders of the 
Chief Commissioner on the assessment proposals are 
not to be called in question in any court of law. 

The remissions or suspensions of land revenue and 
rent on occurrence of an Agricultural calamity, affecting 
crops of any village or part thereof shall be under the 
orders of the Chief Commissioner. 

A provision exists in the bill for the revision of settle¬ 
ment on account of decline in prices of agricultural 
produce. 

The collection of land revenue shall be made either 
through Gaon Sabhas or any agency official or other¬ 
wise as the Chief-Commissioner may deem fit. The rules 
on the revenue code are to be framed. 

5. Already noted against para No. 4. 

6. Surveys of lands are being made in the operations 
undertaken in consolidation of holdings of all the 
villages of the State. 

7. A note on this will be found against paragraph 
No. 3. 


Replies, to questions 

Question No. 143. 

There has been .no Riotwari system so far. We con¬ 
sider that the land revenue policy should be based on 
periodical settlements of every 30 years. 

Question No. 144. 

In view of the Land Reforms Bill that has recently 
passed through Legislature, the new principles of assess¬ 
ments will be as noted in paragraph 4 of the Note for 
Memorandum- III. 

Payment in kinds should altogether be discouraged 
as it will create innumerable trouble and difficulties 
in collecting, storing, preserving and disposing of it. 

The application of these principles will be in confor¬ 
mity with those of Uttar Pradesh. 

Question No. 145. 

The principle of surplus produce in a holding has 
already been noted in paragraph 4 of the Note for 
Memorandum III. 

Question No. 146. 

No surcharges are proposed in case of extension of 
a settlement. The old revenue should continue till the 
next settlement. 

Question No. 147. 

This does not concern Delhi State. 

Question No. 148. 

The land revenue is not to be changed in respect of 
personal cultivation (Sir or Rhudkasht) of the original 
proprietors. As regards others, the principles noted 
under para 3 of Note for Memorandum III will be 
followed. 

Question No. 149. 

Assessment of land revenue in respect of a co-opera¬ 
tive farm should be less by 5 to 10%. 

Question No. 150. 

Land Revenue should generally be not alienated as 
it allows misuse of rights by the society in whose favour 
the alienation is made. 

(ii) No concession should be allowed in respect of 
Government land or any land on any sort of disposal. 
The conditions of alienation are generally infringed after 
a lapse of time. 

(iii) Suspensions and remissions are to be allowed as 
before. 

Question No. 151. 


8. As above. 

9. Alienation shall be made under the orders of the 
Chief Commissioner. 

10. Suspension and remission on account of agricul¬ 
tural calamity have already been noted in paragraph 
4. Its effect on land revenue collection will be satisfac¬ 
tory. 

11. Land cesses as levied in the State is 25% of the 
land revenue. 


The assessment on land of Urban areas should natu¬ 
rally be higher than that of the rural areas as the 
pitch of rent or revenue of urban areas must be higher 
than that of the rural areas. Besides the surplus pro¬ 
duce shall also be much more in Urban areas than the 
rural areas. No assessment should be made on lands 
which cannot be used for agriculture, horticulture or 
ammal husbandry which includes pisciculture and 
poultry farming. In urban areas such land will be 
assessed to various taxes levied by the local bodies. In 
such cases too the assessment of land revenue is not 
desirable. 


12. At the last settlement, which is still in force, 
while assessing land revenue on a village, 5 shares of 
Nahri, 4 shares of Barani and 3 shares of Bhur lands 
were taken into account. In addition to this, profitable 
gardens were assessed separately; an abiana was im¬ 
posed on each well cylinder according to its irrigating 
capacity; and when waste was valuable, a small rate 
was placed on it generally with a view to strengthening 
a claim to levy fees for grazing from outsiders. 


Question No. 153. 

Under the Land Reforms Bill, it will be open to the 
Chief Commissioner either, to realize the land Revenue 
through Gaon Sabha or through any other official agency 
as is deemed expedient. 

Question No. 153. 

There has been no delegation so far. 


_ 13. Lambardars, Zaildars, and Inamdars including 
Safedposh have been abolished and their place in res¬ 
pect of revenue collections shall be taken by a process 
as the Chief Commission may deem fit. There is no 
Commissioner in the State and no change in the recent 
years in the duties and functions of revenue staff have 
been made. The cost of revenue collections in compari¬ 
son to receipt shall be in the neighbourhood of 2-3% 
and not exceed 5%. 


14. The appeal of every judicial and' non-judicial 
cases shall lie with the Chief Commissioner. 

43—2 T, E, Com.55 


Question No. 154, 

The land revenue should be the basis of the land cess. 
It should be at an uniform rate without introducing a 
degree of valuation. 

The circumstances existing in the state do not »call for 
graduation. As regards agricultural income tax. It is 
noted that there is no agricultural income tax here. 70% 
of the cultivated area is in the personal cultivation of 
peasant proprietors and according to the new legislation 
we are creating an uniform body of petty peasant pro¬ 
prietors throughout the State. The question of imposing 
agricultural income tax, therefore, does not arise, * 


MEMORANDUM IV 

Taxes on the Sale or Purchase of goods and on Advertisements 


Question No. 125. 

(i) No. 

(a) It will be difficult to distinguish, on principle, the 
kind of services that are intended to be taxed, as 
for example, the services by tailors, goldsmiths, printers, 
watch-makers or the services by a lawyer, a manager or 
a doctor. Presuming that it is not intended to extend 
the scope of sales tax on the latter kind of services, 
it is considered that it will be most difficult to administer 
this tax on the former kind of services because. 

(1) mostly such persons are petty cottage workers 
and have no regular business premises, 

(2) secondly it is feared this tax will be most 
regressive in their case as in their helpless 
economic state they may not be able to bargain 
effectively and recover tax from the bigger mer¬ 
chants. 

(3) thir dly no substantial amount is expected to 
be gained by taxing such services. 

Regarding charges for services proper on the bills of 
a goldsmith or a printer it is not expected that there 
will be any substantial revenue from this tax, on the 
contrary, administration will be tedious. It is true that 
there is some leakage of revenue on this account at 
present. 

(b) At present a part of the total bill of a hotel re¬ 
presenting taxable goods is taxed. 

(c) Paintings and Photographs are goods and the sale- 
proceeds thereof are taxed even under the present Law. 

(ii) No. Transactions of sale or purchase in stock- 
exchanges and future markets are always negotiated 
through Arhtias. These Arhtias work for their consti¬ 
tuents. The transactions involve amounts of lacs but 
no goods actually pass hands. Sales Tax, if imposed, 
on the total turnover will fall heavily and affect the 
price of commodities very adversely. Since future mar¬ 
kets are of the nature of gambling and often actual 
purchasers and sellers are not known and disclosed, 
recovery in cases of losses or bankruptcy will be im¬ 
possible. 

Question No. 126. 

(i) (a) No. 

(b) No. 

(c) No. 

As regards (a) although the price of a newspaper 
is very small still it is beyond the reach of substantial 
section of the population of the country. Further taxa¬ 
tion of the newspapers in the name of sales tax does not 
appear to be desirable as it will increase the price of 
newspapers ultimately. t 

Tax on advertisements in newspapers is likely to 
result in diversion of advertisements from newspapers 
to other channels. This will result in the increase of 
the price of the newspaper as most of the newspapers 
are able to sell at a cheap rate merely on account of 
their income from advertisements. Secondly picking 
up advertisements in newspapers, and not advertisements 
in the form of posters etc. appears to be discriminatory 
Thirdly it will be a difficult question to decide as to 
which State should tax advertisements, the State where 
the newspaper is sold; or the State where the Head 
Office of the newspaper is located, or where the news¬ 
paper is printed. 

(ii) Taxation of advertisements through Slides in 
cinema halls can, however, be considered. 

Question No. 127. 

No. Consolidated tax at source will mean unnecessary 
locking up of capital. In my opinion, a tax should be 
imposed only after each stage in a business transac¬ 
tion and that too after some substantial benefit has 
been provided. For instance, customs duty is imposed 
when the goods have arrived in the country; excise 
duty is imposed when the goods have actually been 
manufactured; octroi or terminal tax is imposed when 
the goods have arrived into a town; sales tax is im¬ 
posed when the goods have been sold and income tax is 
imposed when the profit is made. Consolidating all these 
taxes and imposing them only on the point of import or 


manuafcture will be very hard. The total revenue from 
sales tax, all over India is about 57 crores. All this 
money shall be locked up in advance. 

Question. No. 128. 

(a) No. Sales Tax is imposed on dealers having 
turnover above a certain minimum. My experience Is 
that dealers having a turnover above that minimum are 
generally educated persons and in 80 per cent cases, 
maintain accounts and issue cash memos. Still to make 
the system flexible, tax on aggregate turnover is desira¬ 
ble, as is the practice in most of the States. 

(b) After the Government of India Act, 1935, giving 
powers of Taxation of sales of commodities to States, 
was passed, petrol was the only commodity about whieh 
exact returns had to be furnished by the dealers under 
the Explosives Act. It was very easy to impose a tax 
on the sale of petrol without establishing any special 
Taxation Department and without incurring any extra 
.expenditure on collection. Under these circumstances 
a tax on sales of petrol was imposed by various States 
by a special Law. With the introduction of Sales Tax 
Acts in almost all the States, it is now no longer neces¬ 
sary to enact special laws taxing different commodities. 

Question No. 129. 

(1) The choice is limited to the three alternatives 
mentioned in the question. Under the system that I 
recommend, sales tax should continue to be as signi¬ 
ficant a source of State Revenues as at present. 

(2) I should prefer (ii) of the three alternatives. The 
usual prevalent rate of tax under this system is 3 
pies per • rupee. Normally there are not less than two 
transactions before a commodity reaches the consumer. 
In some trades the number of such intermediate transac¬ 
tions is high. In that case the incidence of tax on the 
consumer is high. Besides there is no guarantee that at 
each stage only the amount paid as sales tax shall be 
passed on to the subsequent buyer. The experience is 
that usually a slightly higher price is charged to cover 
the incidental expenses in connection With the sales 
tax. From the point of view of a dealer the price of 
goods goes on increasing after each sale. This means 
that capital is locked up unnecessarily. Trade also does 
not relish the multiple point tax system. In many 
trades it is not possible to collect tax on sales. This 
causes complications. Under this system, the tendency 
will be for the intermediaries to disappear. 

From the point of view of Government this system 
is comparatively easy to administer. Theoretically this 
may bring in more money.' Actually the large number 
of dealers with which the States may have to deal and 
the vast amount of work that may be involved may 
raise the cost of collection out of proportion to the gain. 

Under the single point tax system the consumer, of 
course, bears the tax ultimately. But maximum amount 
that he may have to bear is the prescribed amount tax 
only. Under this system the incidence of tax will hot 
depend upon the stages or intermediaries through whom 
goods have passed. The trade structure will thus not 
be disturbed. It is true that in some cases the dealers 
feel annoyed for having to file returns and produce 
account books when they may not actually be liable 
to pay any tax. Still on the whole this system is con¬ 
venient to the dealers generally. Under this system in¬ 
dustry, trade or commerce, is not affected at all, till 
the last stage, viz. the stage on which goods are sold 
to the consumer. From the point of view of Government 
this system is certainly more difficult to administer. 
There are more chances of leakage of revenue ynder 
this system than under the multiple point tax system. 
Still I am of the opinion that efftcive methods cap. be 
found to minimise leakage of revenue. Considering the 
advantages under this system I think this is better than 
the multiple point tax system. 

I am not in favour of mixing up this system with the 
multiple point tax system. It causes unnecessary con¬ 
fusion both to the dealers and to the consumers. 

(3) (i) As stated above, under the multiple point tax 
system it is most likely. Under the single point tax sys¬ 
tem it is not so. 

(ii) The forms prescribed already are not very com¬ 
plicated. There is always a minimum taxable quantum 
prescribed in the Sales Tax Law of each State which 
excludes very petty dealers from the purview of admini¬ 
stration. In the case of other traders where proper 



accounting may be difficult, I should/ however, suggest 

compounding of sales tax Btoff“" 

tage of this provision can be taken by dealers in ouuioii, 
Khlna, Cooked food. Pickles, etc. where charging of 
sales tax is not possible. 

(iii) No. 

livl The greatest difficulty is that some of the very 

unscrupulouf dealers or men either. forge Be^atmn 

Certificates or buy fabulously on toffl- 

tificates and then disappear from the market This dim 
rultv will be greater now when a dealer of one state 
selling goods in another State will be expected to p 
his slles to registered dealers of the other State before 
he is entitled to exemption In my ° p «“on‘ 
is not an insurmountable difficulty, It.will only I® 3 ® 
sales between known and recognised parties. In my 

ment of the dealers is only due to the fact tnat tney 
are beffig prevented from selling _ goods indiscriminately 
to unknown parties who, in their turn, use or misus 
them at will. 

Question No. 130. 

I am in favour of having facilitate 

least as few rates of tax as possible. This will facilitate 

accounting at the hands Of the dealers and avoid explo- 
tation of uneducated or simple consumers. In the 
modern world, barring a few commodities, every com- 
modity is essential or at least necessary for the life of 
the community. Very few commodities^ that may be 
considered unnecessary can be taxed under other acts 
and the sales tax Act may be left to be as simple as 
nn<?qible According to the interpretation of article 286 
of the Constitution by the Supreme f C ourt, the dealers 
shall be expected to know the law of the States where 
thev sell goods. It will facilitate trade and commerce 
if the Sales Tax Laws of all the States are similar and 
rates of tax are the same. 

fin Tt anDears necessary to have a lower rate of tax 
for a few P co a mmod C ities. generally such commodities 
should be for internal sales. Bullion and Specie, may 
h n exception I should recommend taxing Bullion and 
Specie cooked food, gold thread etc. at lower rates 
States' should be at liberty to tax any commodity at 
lower rates that they may consider necessary according 
to local conditions. 

(iii) The following commodities should be exempt 
from tax altogether. 

m Cereals and pulses in all forms including 
0) Sties attaT Maida, Suji, and bran (except 
when sold in sealed containers). 

(2) Vegetables. 

(3) Milk. 

(4) Salt, Gur, 

(5) Khadi and course cloth. 

(6) Fuelwood and charcoal. 

(7) ‘Kitaben’. 

The principle &e 

fife” of the individual and (2) difficulty in collecting 
tax. 


Question No. 132. 

Yes. In my opinion the delay in passing the Essential 
Goods (Declaration and Regulation of Tax on Sale or 
Purchase) Act, 1952 by Parliament has rendered it in¬ 
effective. Some of the States are already taxing goocte 
essential for the life of the Community. Essential com¬ 
modities should not be taxed by any State. The prtad 
pie governing the determinaton of essential commodities 
should be essentiality of the commodity for the life of 
the individual and nothing else. 

Question No. 133. 

Article 286 of the Constitution has been discussed 
threadbare by the Supreme Court of India in their 
Judgment in the United Motors (India) Ltd., of Bom¬ 
bay and Cashewnut Factory of Travancore-Cochin cases. 
The only difficulties that will offer themselves now are. 

(i) that dealers of one State may be called upon to 
produce their books of account in other States; 

(ii) dealers of one State may be unable to satisfy 
themselves about the genuineness of registered 
dealers of other States. 

The first difficulty can be met effectively if by^ con- 
vention it is decided that a Sales Tax Officer of ope 
State shall assess all the'dealers within the territorial 
jurisdiction of that State, selling goods outside the State 
on behalf of the latter State. 

The other difficulty is real. In the case of bigger par¬ 
ties, the question of cheating does not arise. In the case 
of smaller dealers the tendency will be that tax shall 
be paid in the State where the selling dealer stays, 
in \doubtful cases, otherwise proper sureties and verm- 
cation shall be forthcoming. In my opinion these diffi¬ 
culties shall settle down in due course. In the first few 
years frequent meetings of the Commissioners of vari- 
ous States, visits of Sales Tax Officers in the neighbour¬ 
ing towns, free and frequent exchange of information 
between the States will be necessary. If the problem is 
dealt with with sympathy and tact, I have no doubt that 
it shall resolve itself. India is a vast country. Volume 
Of trade is enormous. Difficulties are bound to be there. 
But given the will they shall be solved. Regarding tax 
on BurchaseS, I feel there can be two possibilities, v%Bb 
(i) whereby the liability to tax is on the purchaser 
and he is the man to pay the tax; 

(ii) whereby the liability is on the purchaser but 
the tax is collected through the seller from whom 
goods are purchased. 

I rule out the second alternative as this does not 
appear to be any solution in this context. Presuming 
that the purchaser is intended to be taxed, my feeling is 
that any reasonable law to tax a purchaser is difficult 
to frame. Firstly some minimum quantum shall have to 
be allowed tax free. Secondly a consumer purchaser may 
be very difficult to tax. Thirdly the seller-dealer of the 
other state will be placed in very doubtful position and 
leakage of revenue at this hands in the other states is 
likely to be substantive. A mixed sale and purchase tax 
is likely to suffer from the same difficulties. 

Question No. 134. 

I agree. The remedy to my mind is that there should 
be single point tax scheme in all the States in India. 
The rates of tax should be not more than two. The list 
of exempted commodities should be broadly similar 


STATE EXCISE 


Question No. 135. 


Question No. 131. 

Maximum possible. 

(i) By formal or informal convention. 

riiT The answer to this question is linked up with 
the Answer to the question. What kind of administration 
for our State do we want? 

That is whether India should have, w l 13t . is ti call ~ 
a linftarv' government or centralised administration or 
a decentralised administration. My answer to this ques¬ 
tion to that we should have a decentralised admimstra- 
Hon Fxcenting for defence, foreign affairs and com¬ 
munications no other important subject should be cen- 

of dlvSy of requirements. The administration in each 
onto Tea tores funds. It is necessary to have ways and 
means to raise these funds within the State itself. 


(a) (i) Excise revenue is derived partly from the levy 
of duty on intoxicants and partly from the sale thereof 
in the shape of license fee. The duty is generally levied 
at the time of import or manufacture in the States and 
the fee is based on the volume of sale or on bids in 
auction as is the case with country liquor shops. The 
rates of duty and the rates of license fee are different 
in almost all the States, and that explains the difference 
in selling rates at the licensed vends. 

Disparity in the rates at’ which intoxicants are availa¬ 
ble in different States encourage smuggling from one 
area to another to some extent. Further, variations in 
private possession limit, retail sale limit, fixed sale 
price and fixed quota for sale are also some of the other 
factors which lead to diversion of intoxicants from one 
State to another. The extent of smuggling, however, 
varies with the margin of profit involved in the sale of 
smuggled goods. 

For the successful working of the Excise Department 
r and for keeping a proper check on the nefarious activi¬ 
ties of the smugglers, some uniformity of rates in the 
neighbouring districts of the various States is necessary 
in respect of rates of duty, system of levy of license fee. 
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hmit of retail sale and private possession etc. The 
Excise Authorities of the neighbouring States often dis- 
■ se ^ ues tions in annual meeting (in meeting of 
the Excise Commissioners was recently held in Delhi for 
this purpose) and serious attempts are made to have 
an effective control and to stop inter-State illicit traffic 
of intoxicants by making the rates of duty uniform as 
far as possible. But the said rates must vary to some 
extent in accordance with the economic, social and 
cultural conditions prevailing in the cities of the vari¬ 
ous States. 

(ii) Certain States for example, Bombay and Madras 
have adopted a policy of total prohibition, whereas 
U. P., Punjab and other States are following a policy of 
gradual prohibition as is clear from the following:— 

(i) two country liquor shops situated in the thickly 

populated area have been closed, 

(ii) some such shops have been removed to distant 
localities, and 

(iii) the country liquor and opium shops in the rural 
areas have been closed. 

This has resulted in a loss of approximately fifteen 
lacs of rupees annually to the Government. Delhi with 
its meagre resources of income cannot afford to follow 
a policy of total prohibition. Moreover, Delhi being the 
capital of India is a cosmopolitan city and total pro¬ 
hibition will create difficulties for the diplomats and 
other foreigners residing in Delhi. 

The policy of relinquishment of revenue from this 
source may, therefore, be pursued by States who can 
tax other sources of revenue open to them or who can 
do without it. It does not, therefore, appear to be desir¬ 
able or feasible to insist upon uniformity in this behalf 
in all the States. 

(b) At present the duty on medicinal and spirituous 
preparations manufactured in India is being levied and 
collected by the State Governments although the power 
of levying such duty has been transferred to the Union 
Government (Entry No. 84 of the List I of the 7th 
Schedule to the Constitution of India) because the 
Union Government has not yet enacted any legislation ' 
or formulated any rules for governing the levy of these 
duties. The question of co-ordination between the levy 
2 J . excise on the medicinal preparations and of 
the State excise on alcoholic liquors does not, therefore, 
arise at present Pending enactment of any legislation 
“y™ Um °n Goy ernment in this behalf, it is suggested 
that there should be uniform rate of duty on all spiri¬ 
tuous medicinal preparations in the various States, the 
f ° r f er } siu i aad the rules for inter-State 
movement should also be the same. The rate of duty on 
preparations liable to be mis-used should not in any 
* ess * ban that on potable spirit because other¬ 
wise these preparations would be mis-used as drinks. 
Moreover, the local industries should be encouraged and 
there should be no preferential treatment to imported 
medicinal preparations. , 

STAMP DUTIES AND COURT FEES 
Question No. 162. 

No. 

rwS® u nd fi' 1 ? ins i Principle in fixation of rates of Stamp 
d be * l°u charge a reasonable amount of duty 
°n the basis of the benefit derived. Further, the rates 
«™i Vary according to the local conditions, as for 

of “e ltoS n S,nS™a paJ-lng cailadt ” 

totata^bout^floSty & SS ££“• “ d 

Question No. 163. 

There are no big forward markets in Delhi- so no 
comments can be offered. ’ so no 

Question No. 164. 

•na'foST “Ssttnrs 0 s 

t re * p “ t 01 ( " 1M “ 

Question No. 165. 

i ™,!? 0 ? 1111011 wa / of evading stamp duty in this 
State is that agreements are signed on printed forms 
and retamed without necessary stamps being affixed 
Those documents are produced before the Collector for 
voluntary adjudication under section 31 only when some 
dispute arises. It is necessary to provide a specific limit 
.^ urlng which the document, if presented for 

■fflyiVitop™te h fo™ey 2 io» an,P Char! '* ab:c 


Periodical inspections of documents filed in the vari¬ 
ous courts and offices will also help a good-deal in 
detecting insufficiently stamped documents which escape 
notice of the receiving officers. Recently a scheme of 
having a Special Stamp Officer to check up various 
documents filed in the various public offices and courts 
has been approved by the State Government and neces- 
taken actlon for carr y ing on the inspections is being 

Question No. 166. 

, ,^ Tq uniformity of rates in court-fees stamps is desira¬ 
ble and feasible m view of the comments, as mentioned 
m reply to question No. 162. 

Question No. 167. 

No. 

ENTERTAINMENT AND BETTING TAX 
Question No. 172. 

No. 

The Entertainment Tax is collected from the public 
and not from the exhibitors and so the question of 
burden on the Cinema Industry does not arise. 

The rate in Delhi is 25 per cent, of the maximum rate 
P. u ad £l lsslon .' This lnc idence does not appear to be 
h . lgh - There is slump in business but we have to con¬ 
sider this question from the point of view of the cinema- 
gping public. Pictures are being run in the various 
cinema houses for weeks and weeks together. This in¬ 
dicates that a large number of people go to see cinema. 
Had the returns not been good, the pictures would not 
run long continuously. We also often hear of black-mar- 
keting in cinema tickets. Recently 5 cinemas in Old 
Delhi reduced the rates of higher classes by 30 per cent 
and lower classes by 50 per cent 2 of them changed over 
to the previous level of rates after a few months and 
the remaining 3 also charge the old higher rates often 
when a good film is being exhibited. This also confirms 
the view and. shows that the rates have not reached 
the point of diminishing returns. 

The present rates of Entertainment Tax in the vari¬ 
ous States are as follows 


Name of the State 


Rate on Rate on 
Re. I ticket Rs. a 
ticket 


Bihar 

Madhya Pradesh 
Uttar Pradesh 
Bombay 
West Bengal 
Madras . 

Delhi 
Orissa . 

Punjab . 

Assam . 
Ajmer-Marwara 
Hyderabad 


8 Annas 
8 .. 


• i Rupee 
14 Annas. 
10 •„ 

10 „ 

1 rupee. 

11 Annas. 
8 „ 

8 „ 

8 „ 

6 „ 

4 » 

4 » 


This point was also discussed in the Finance Ministers’ 
Conference held in October, 1952 and it was felt that 
uniformity in the rates- of Entertainment Tax could not 
be achieved because conditions vary from State to 
state, and classes of cinema-goers also differ. 

The rate of Entertainment Tax in Delhi is 25 per cent 
up to Rs. 10 and the rates seldom exceed this amount. 
Graduation of rates is not necessary. 

Nil. 

Question No. 173. 

The criterion for exemption from the levy of entertain- 
inent tax should be both the character of the entertain- 
tainment and the nature or object to which the net re- 
, c T ei g ts are a PP lled as laid down in section 6 ( 1 ) of the 
u -Entertainment and Betting Tax Act, 1937 as extend¬ 
ed to Delhi. This is the case at present in almost all the 
States as well as m Delhi. Moreover, the Government 
are empowered to exempt any particular entertainment 
or any class of entertainment from the levy of Enter¬ 
tainment Tax by special or general order as laid down 
in section 6(3). In Delhi, tickets valued 2 annas or less 
are ah-eady exempted from the levy of Entertainment 
Tax. The exemption to the lowest class of tickets does 
not appear to be advisable because then the tendency 
of the people who, at ^present, visit the class next to 
the lowest will then be to go in the lowest class. Exemp¬ 
tions from Entertainment Tax should be allowed only 








when the entertainment is of wholly educational or 
scientific nature or when the receipts are to be devoted 
to charity. Further, amateur organizations and other 
institutions whose main object is to develop Art of danc¬ 
ing and music, and are working on non-profit basis 
should also be exempted. 

The provisions contained in the various .Entertain¬ 
ments Acts for the exemption of entertainments are 
almost similar and if they are adhered to strictly by 
the States, there will be no evasion from this source. 

Question No. 174. 

No cases of big evasion have come to notice. The 
following methods are practised for evading Entertain¬ 
ment Tax— 

(i) admitting persons to the place of entertainments 
without a ticket or complimentary pass; 

(ii) by maintaining duplicate ticket books with simi¬ 
lar set of serial number. 

(iii) by admitting people as employees or organisers; 

and • 

(iv) by utilising the same number of tickets re¬ 
peatedly. • 

The only way of minimising the evasion of Entertain¬ 
ment Tax is constant and effective supervision of the 
entertainment houses. At present the Entertainment 
Tax Acts, in force iii various States, do not contain any 
provision for imposition of penalty fori not showing 
receipts in full and thus evading the tax. Amendment 
of the Act, is therefore, necessary on the lines of such 
a proyisjon in the Income Tax Act. 

No useful purpose can be served by restricting the 
number or proportion of the complimentary tickets 
because all such complimentary tickets pay Entertain¬ 
ments tax at the full rate of entertainments tax which 
is leviable on the rate of admission to that class. 

Under the U. P. Entertainment and Betting Tax Act, 
as applied to Delhi, every entertainment owner is 
under obligation to affix entertainments stamps on the 
tickets sold by him, but permission can be granted for 
payment of tax by cash on certain conditibns imposed 
under section 4(2) (b). In some of the States, the sys¬ 
tem of payment of tax by means of stamps has been 
abolished altogether, and tax is collected on the basis 
of returns of receipts either fortnightly or monthly and 
in some cases the returns are accompanied by a certifi¬ 
cate of a Chartered Accountant duly approved by the 
Department. In such cases serial numbers of all tickets 
which are got printed by the cinema owners are notified 
to the Entertainment Tax Authorities before they are 
used; the naqje of the press from which the tickets are 
got printed, is also furnished to the Authorities. The 
forms of tickets are also prescribed under the rules 
so as to enable the Authorities to know immediately 
if at any time any duplicate sets are utilized. 

Question No. 175. j- 

No. 


Question No. 181. 

The rate of betting tax has recently. been increased 
in Delhi from 5 per cent to 10 per cent and now there 
is hardly any scope of enhancing it any further because 
racing in Delhi is not popular as in Bombay, Poona 
ana Calcutta. Evasion of betting tax is not uncommon 
and the only punishment at present provided in the 
various Entertainment and Betting Tax Acts is revoca¬ 
tion or suspension of the license of the book-makers. 
This is not very effective. In order to stop malpractices 
on the part of the book-makers, it appears necessary 
that the Law may, be suitably amended to provide for 
the imposition of penalty for concealment. 

Question No. 182. 

Nil. 

Question No. 183. 

A Bill to regulate, check, and tax prize competitions 
(on cross-words, puzzles etc.) has already been intro¬ 
duced in the Delhi Legislative Assembly by the State 
Government, 

TAX ON CONSUMPTION OF ELECTRICITY 
Question No. 176. 

Our considered view regarding tax on consumption 
of electricity is that no such tax should be levied. 
There are several points of view to be taken into con¬ 
sideration. Electricity at the present day is not a luxu¬ 
ry. We are all trying to extend its usage as a means 


of increasing the amenities or necessities of life to the 
poorest people. It is, in my opinion, a function of the 
State to provide such facilities. Actually electricity 
should be looked upon as a very essential product 
required by the people, rich and poor, for their every 
day life. Its production involves expenditure on several 
works and materials (required), and these are all taxed 
in some way or other. Also the cost of these materials 
and works is reflected in the cost per unit which is 
charged to consumer. Hence, it will amount to a double 
taxation if a further duty is levied on the consumption 
or sale of electricity. If it is thought that the users are 
in a position to pay more, this could be introduced in 
the cost per unit itself. 

The next question is whether any difference can be 
made between consumers of poorer class and richer 
people who can afford to pay more. I believe this dis¬ 
tinction would be very inviduous, as it would be based 
on actual usage. The possible cases which can be con¬ 
sidered as luxuries are heaters, radios, coolers, refri¬ 
gerators etc. Even this consideration is doubtful and it 
will be extremely difficult to segregate the consumption 
on account of these special appliances. If at all, flat 
rate or monthly charge for each of the article used 
may be introduced rather than taxing on consumption. 
I feel that taxation of electricity will largely retard 
usage of electricity and it would be inconsistent to try 
to extent its use to remote villages and also restrict its 
use by raising the cost of it. 

Question No. 177. 

(a) and (b). Already answered above. 

Question No. 178. 

Although much of the arguments advanced above 
may be applied in this case also, this may be viewed 
from another angle. The percentage of cost of energy 
used in a manufactured product involving the use of 
electricity varies but is generally a small one. In these 
cases this may not materially affect the cost of article, 
but naturally unless there is a very keen competition 
in a particular article, the producers will pass on the 
additional cost or probably more on this pretext to the 
consumer. Ultimately the consumer will have to pay this 
extra tax also. What industries should be taxed and 
what not would depend on the classification of industry 
as a necessity or luxury. I would point out again that 
strictly speaking, the cost per unit and production of 
electricity would already be taxed in some way or 
other. 


Question No. 179. 

(i) No special comments. 

(ii) Where there is a private undertaking running in 
parallel with the Government undertaking, there will 
be no difficulty if the cost is so adjusted that the per¬ 
centage of profit accruing is very little. The Electricity 
(Supply) Act, 1948 limits this to 5%. On the other hand, 
there has been a tendency for Managing Agents to 
Supply Companies to ask for this figure of 5% to be 
enhanced. Where there is reason to believe that the 
Supply Companies are making unreasonable profits it 
would be simpler to tax their profit itself (in addition 
to the existing ones) instead of applying a special duty 
payable by the consumers. If a Company is determined 
on making a profit all this may come to the same thing, 
as they will immediately ask for permission to raise the 
rate to enable them to make a profit. 

Question No. 180. 

There is no doubt that there should be perfect unifor¬ 
mity in all the Statqf regarding this taxation principle, 
otherwise there will be a tendency for industries to 
shift from one State to another, and other undesirable 
feelings may also become manifest. 

Summing up, our view is that the Government should 
depend for their income on the custom duties and other 
taxed leviable on the works and products required for 
electrical manufacture and installations rather than tax 
the consumption of electricity itself. 


LOCAL TAXES 

Question No. 185. 

1. The system of local taxation in India is generally 
satisfactory and the need for Improvement is confined 
to matters of relative detail.' 

The constitutional frame work of local taxation which 
consists of three separate lists of subjects for taxation 
vid., the Union List, the State List and the Concurrent 
List does not require any modification to provide for 
a fourth separate list for the Local Bodies a rlpmanH 
which is sometimes put forward by the Local Bodies. 



2. The actual operation of the present system has 
been satisfactory, but it could possibly be improved by 
the State Governments authorising the Local Bodies to 
levy specified taxes upto the prescribed limits so that 
the Local Bodies do not have to come up to the State 
Governments every tim,e. The power of the State Gov¬ 
ernment to control local taxation however must remain 
with them. 

3. To our State the Punjab Municipal Act applies. 
Under this Act, a municipal committee may levy any 
tax included in the list of permissible taxes subject to 
approval of the State Government. Besides, with the 
approval of the State Government, it may levy and tax 
included in the State and the Concurrent Lists. It will 
be seen that the powers of .the municipal committee, 
subject to the restrictions mentioned above, are quite 
extensive. The list of permissible taxes could be enlarged 
to suit local conditions and the municipal committees 
could be given powers to levy tax on these items within 
prescribed limits without having to have their resolu¬ 
tions approved by the State Government. 

Question No. 186. 

1. The frame-work of local taxation is not considered 
defective. Whether the Terminal Tax should be includ¬ 
ed in the State or the Concurrent List is a highly con¬ 
troversial question. The intention of the framers of the 
Constitution obviously was to remove all possible res¬ 
trictions on inter-State movements of passengers and 
goods. If this object is to be achieved, there wo.uld be 
no point in transferring this item from the Union List 
to the State List. 

2. It may, however, be observed that municipal com¬ 
mittees have the power of levying octroi and if they so 
choose they can have a system of “octroi without re¬ 
fund” which can bring in more revenue than' Terminal 
Tax itself. It is very rarely that municipal bodies levy 
Terminal Tax on goods exported from its area or on 
Passengers and, therefore, in actual practice Terminal 
Tax is levied only on goods imported into municipal 
area whether for purposes of consumption or for tran¬ 
sit to areas outside the municipal limits. “Octroi with¬ 
out refund” can achieve the same object; goods in tran¬ 
sit by road being liable to pay only a nominal transit 
fee. It will thus be seen that exclusion of Terminal Tax 
on goods or passengers carried by rail or by air from 
the State and the Concurrent List does not in effect 
deprive the municipal bodies of the means to levy tax 
on these goods if they enter the municipal areas for 
consumption. 

Question No. 187. 

As general rule taxation at the level of local bodies 
should be directly related to services rendered or bene¬ 
fits conferred by the local bodies. 

Another principle would be that as far as possible 
multiplicity of taxation should be avoided. 

It is well-known, however, that direct taxation is not 
popular and in some cases the incidence may fall on 
those who cannot bear it and so no hard and fast rule 
can be laid down. 

It is generally agreed that taxes will have to be related 
to conditions prevailing in the various local bodies. 
For example professional tax may not be very suitable 
for corporations and big municipalities as the residents 
in such areas who would have to pay professional tax 
would generally be already paying income tax. More¬ 
over the assessment and the collection as well as pre¬ 
paration of schedule in such are as present many prac¬ 
tical difficulties. This form of tax would, however, be 
quite suitable for local Boards and Village Panchayats. 
Similarly house tax would be suitable for urban area 
but not for rural area. Such examples can be easily 
multiplied. 

Questions Nos. 188, 189, 190, 191 and 193. 

So far as our State is concerned, as already observed, 
the Punjab Municipal Act is applicable to it and it 
gives power to the Committees to impose (1) tax on 
buildings and lands (2) tax on persons practising any 
profession or are carrying on trade or calling. (3) tax 
on vehicle and animals (4) tax payable by the employer 
on domestic servants (5) tax on an occupier of any 
building in respect of which the Committee has under¬ 
taken the house scavanging. These are permissible taxes 
which can be proposed subject to any general or special 
orders that the State Government may make in this 
behalf. For levy of these taxes, the Committee has to 
pass a resolution and ask for sanction of the Commis¬ 
sioner/State Government who may refuse to accord it. 
It is suggested that to give greater power to the local 
bodies, the State Government may prescribe maximum 
and minimum limits so far as these taxes are concern¬ 
ed and leave their imposition to the local bodies 


The list of permissible taxes should be enlarged and 
some items likd (1) “Octroi without refunds” in aecor- 
with a schedule duly approved by the State Govern¬ 
ment. (2) tax on advertisement other than those pub¬ 
lished in the newspapers, (3) capitation tax may be 
included in it. 

Similarly permissible taxes within prescribed limits 
could be provided for imposition by District Boards and 
Panchayats. * 

All the items included in the Punjab Municipal Act 
are suitable for purposes of local taxation. 

So far as our State is concerned there are no taxes 
which may be regarded as manifestly unsuitable for 
levy by local bodies. It has already been explained that 
there are restrictions on the imposition of permissible 
taxes. The sanction of the State Government is neces¬ 
sary in regard to the same and it is quite possible for 
such a procedure to take long and it may happen that 
a local body which had risked Unpopularity by propos¬ 
ing a tax in the permissible category may not be accord¬ 
ed permission to do so by the State Government. This 
may not be regarded as fair to the local bodies. The 
remedy has already been suggested. It is that for per-, 
missible taxes the State Government. should lay down 
the limits and leave it to the local bodies to impose 
them. 

There are certain conditions laid down for imposition 
of taxes outside the list of permissible ones in the Pun¬ 
jab Municipal Act, and these cannot be regarded as 
irksome or unreasonable. 


Question No. 193. | . 

(a) (i) The Punjab Municipal Act gives power to local 
bodies to decide whether or not to levy any tax. 

(ii) This Act also gives power to local bodies to 
decide the rate of the levy of tax (the rate of course 
has to be finally approved by the State Government) for 
house tax maximum rate has been prescribed in the 
Act. 

(iii) and (iv) There is power vested in local bodies to 
assess the tax and to collect it. 

(b) (i) There is no condition making the levy of tax 
compulsory at a minimum rate. 

(ii) In regard to House Tax the maximum has been 
laid down. As far as other taxes are concerned no mini¬ 
mum or maximum is laid down. 

3. There is no agency prescribed independent of the 
local body for purposes of assessment. Appeals against 
the orders of assessment lie to the Deputy Commissioner 
or any officer empowered by the State Government in 
this behalf. 

4. There is no condition prescribing the particular 
standard of collection of taxes. 

As regards ‘C’ it has already been stated that the 
State Government may by convention transfer the 
power of taxation of certain specified taxes with cer¬ 
tain safeguards to the local bodies. The State Govern¬ 
ment may also reserve to itself the power to compel 
any local body to impose any particular tax when it 
finds that the local body unmindful of its weak financial 
position takes no action on the advice tendered by the 
State Government, in this behalf. 

Questions Nos. 194 and 195. 

The power of taxation between the States and the 
local bodies in the scheme of things as they are cannot 
but be concurrent. In some cases certain taxes do over¬ 
lap. For instance the Punjab Government has levied 
urban immovable property tax while a number of muni¬ 
cipalities are charging House Tax. Both are taxes im¬ 
posed on buildings and lands. The disadvantage is 
obvious. It means duplicating the machinery for assess¬ 
ment and collection. It may also mean heavier burden 
on house owners than is reasonable. 

The remedy would be that State Governments should 
make up their minds in regard to the various taxes 
and then may give a free hand to the local bodies in 
regard to these taxes which it considers suitable for 
them. 

So far Delhi State is concerned there is no overlapping 
in the sphere of taxation between the State Govern¬ 
ment and the local bodies. 

Question No. 196. 

No comments. 





Question No. 197. 

t Jhe proportion of tax revenue to non tax revenue of 
the three local bodies of Delhi State is as given below i — 

v, r _ . Proportion of Tax Revenue to non-tax 

■Name ot the Committee revenue excluding grants 


Delhi Municipal Com- 67-1 & 32*9 

(Rs. 1,15,52,475) & (Rs. 61,66, 452). 

New Delhi Municipal 29-6 & 70*4 

Committee. (Rs. 38,76,463) & (Ra.92.t8.284) 

N. A. C. Civil Station . 39 & 61. 

(Rs. 4,28,318) & (Ra. 6,70,702). 


'S’"-, ■ Tax Revenue > 

Figures on account. of tax revenue include receipts 
under the following heads :— y 

1 . Terminal Tax. 

2 . House Tax. 

3 . Tax on motor vehicles. 

4 . Tax on building applications. 

5 . Professional tax. 

6 . Tax on animals (milch tax). 

7 . Bicycle tax. 

f 

Noiv-Tax Revenue 

Figures on account of non-tax revenue included re¬ 
ceipts under the following heads :— 

1 . Fines. 

2 ..Fees for licenses. 

3 . Rent of buildings & lands. 

4 . Cattle pounds. 

5 . Water rate, j 

6 . Education & Medical Fee. 

7 . Electric supply (N.D.M.C. only) 

8 . Vety. Hospital etc., etc. 

It will be observed that while Delhi Municipal Com¬ 
mittee collects major portion of its revenue from its 
tax revenue, for New Delhi the position is reverse the 
reason is that New Delhi derives a major portion of 
ns .income from the distribution rights of electricity 
which have been given to it. In case of N. A. C. Civil 
fetation tax also the proportion of non-tax revenue is 
about 61 per cent of the total revenue. The reason for 
this is that the Committee has to depend to a considers- 
ble extent upon non-tax revenue such as water rate 
ior D M. c. the major portion of revenue comes Ter¬ 
minal tax and house tax. 

The proportion of tax to grants-in-aid in respect of 
these three committees is as follows 


Name of the Committee Proportion of tax-revenue to Grants- 

in-aid 


Delhi Municipal Com- 94.4 & g.g 

mittee - (Rs-i.i 5 , 52 . 475 ) & (Rs. 6,90,485) 

New Delhi Municipal 87-9 & 13 . 2 

Committee. (Rs. 38,76,463) & (Rs. 5,36,942) 

Notified Area Commit- • 69-8 & '30-2 

tee. Civil Station. (Rs. 4,28,318) & (Rs. 2,90,635). 


The disparity in this respect is more apparent than 
real because the tax revenue in case of D. M C is very 
much higher than in case of the other two committees 

.tai^ C JS rt orD 0, M Sr g , ' , "- aW “ h “ her *■““ 

Question No. 198. 

There is feeling that local bodies do not make full 
resources available to them. For instance the 
& C +L b ° dl ? S l n are P erml tted to impose house tax 
to the extent of 12J per cent but their rate is 10 per 
cent of the annual rental value although the financial 
position of almost none of them is sound. This rate is 
Tnrili? imposed by other principle cities of 

India say, Bombay, Calcutta and Madras. Again it has 
^ Q Calc ? lated that Delhi Municipal Committee deposits 
its largest consumption of water is not meeting its 
cost of any service because it would not introduce 
water-meter system and also not increase its water 
rate while N. D. M. C. with lesser consumptioT o? 
wafer is able to do so. One way of making them 
exploit their resources fully would be to sanction grant- 
in-aid only when it is felt that deficit is due to causes 


beyond their control. As a general rule the grant-in-aid 
should not be sanctioned when it is felt that local body 
is shirking its responsibility and does not want to incur 
-I£°5* la 1 r J ty by Jmposmg a new tax or enhancing the 
rate of old one. Still there may be occasions when this 
principle may have to be deviated from. At best it is a 
counsel of perfection. 

Question No. 199. 

The alternative of transfer of additional power of 
taxation would appear to be the better one than the 
other sources suggested. It would be in consonance 
Wlth . the principles of responsible local Self Govern- 
ment The proposal to give them the -power of incurring 
expenditure without making them share the responsibi- 
lm P° s . ! tion of tax, would take the substance out 
of the principle of the local Self Government. They 
must have power t6 levy tax as well as of assessment 
and collection. 

Question No. 200. 


. *5 s ° fe. r as the same income from building and lands 
is the basis for levy of income tax, house tax and urban 
lmmoveabie property tax, there is no gain saving that 
there is multiple taxation of the same item. But then 

Lit how . t0 cf> -relate income tax with 

house tax. While house tax is . a direct impost on pro¬ 
perty income from property for purposes of income tax 
is just one element in a series which total upto the 
minimum taxable limit. Income tax has for its objective 
reduction of inequalities of income and wealth and Is 
graded according to the capacity of the person to pay. 
House tax is charged for certain services rendered by 
a local body. The two conceptions stand apart. This 
however does not hold good in case of house tax and 
urban immoveable property tax. They differ in name 
SSjy- It is suggested that by convention states should 
of a revenue 10Cal bodles to ex P loit this source (house tax) 

For valuation purpose the basis should be the rental 
value. It is obvious that in practice it is difficult to 
determine the capital value of a building. That will 
always be a matter of surmise and will lead to all sorts 
of compilations. In most cases “Reasonable rents” on 
which house tax is levied can be equated to actual 
rents. In respect of building occupied by owners or 
public institutions, determination of “Reasonable rent” 
would not be so easy. In their case the basis of capital 
value may be adopted. v 

Question No. 201. 

We are inclined to the view that there will hardly 
“y .committee which have adopted capital value as 
for levy of house tax, where there will be no 
complaints. However if there are any such “Utopias” 
we may _agree to the recommendation of the Local 
Taxation Enquiry Commission. 

Question No. 202. 

Ordinarily State Governments should not tap this 
f. 0U J^ e ° f revenue. The prior claim of local bodies to 
it should be recognised by convention. However if a 
committee fails to levy it despite the advice' of the State 

rLo^^ ni r en *v 0r * s * 00 I° w ’ there should be no 

reason for the State Government to forego this source 
particularly when heavy grants-in-aid have 
f? ° e Jp 31 ? or State needs more revenue to balance 
its budget or to finance development or welfare schemes. 

Question No. 203. 

is directly, related to benefits derived 
f local body, it should be levied on all properties 
irrespective of rental value. The slab system principle 
o^income tax may not be applied here. Properties of 
oWner-occupiers should be assessed on the same basis 
^ f tanan l ed , bulldmgs - determination of rental value in 
their cases does present some difficulty but not one as 

SL b ^ g0t ° 7 er - New Delhi Municipal Committed hai 

adopted the sytem of zonal rates which deserves wider 
h*r P nf 0n ’ The has been divided into a num- 

S?5 ° f to z ° nes ' 9 n the b f sis of actual rents (average), 
*hc rate per cube foot of covered area has been wound 
among Government tax this rate is multiplied 
covered area. As regards charitable trust, only 
those buildings from which no income is derived such 
as plages of worship, dharamsalas, sariais, etc. may be 
?™ P i e i d ' Sh0ps , etc - belonging to trusts’ from which 
e arned may not be exempted though the in- 
come may be utilized for furtherance of the objectives 
?^ tb ® *rust. Similarly in respect of educational trust, 
nn 6 £ ’ K r coUege building may be exempted but 
fL° bosfels, boarding house and so on. No exemption 
*? ay b? allowed to co-operative housing societies. For 
vacancies which in these days of shortage of accommo 
d at ‘ 0T j °n gcnejally^ol short duration only, no remissions 
™ay be allowed. No remission may be given for, new 
baddinss as high rents and availability of building 
material provide adequate spur to building activity. 



Question No. 204. 

It should not be progressive for reasons given in 
reply to Question No. 203 . 

Question No. 205. 

It is a suitable form of tax for urban local bodies. The 
maximum rate may be specified by State Government 
so Procedure for assessment collection and appeal 
against assessing authority may be prescribed. 

Question No. 206. 

The administrative machinery namely power of 
assessment vesting in Executive Officer if the Execu¬ 
tive Officer’s Act is applicable to the committee and 
otherwise vesting in the Committee and appeal against 
assessment to Deputy Commissioner provided in Pun¬ 
jab Municipal Act seems satisfactory. 

Question No. 207. 

The ideal of course is that receipts from a particular 
service tax should be able to cover the expenditure in¬ 
curred on that service. In pratice, however, except 
perhaps in case of water rate, this ideal is rarely 
realised. That efforts should be directed to approximate 
as far as possible to that ideal is all than can be 
suggested. The properties of State Government or Cen¬ 
tral Government should not be exempted from local 
taxation, at any rate not from service taxes. 

Question No. 208. 

Yes, on the whole satisfactory. 

I. Under the Punjab District Board Act which is 
applicable to Delhi State minimum of one anna per 
rupee of annual value which is defined as double the 
land revenue has been prescribed. There is no statutory 
maximum. The minimum is considered too low. 

II. There are no cesses earmarked for different ser¬ 
vices. 

III. As collecting Agency for land revenue and local 
rate is the same, suspension and remission of land 
revenue does affect adversely the collecting of cess also. 
Tightening the machinery is and all that can be 
suggested. 

IV. Our State with small rural area has no special 
problems connected with them. 

Question No. 209. 

Under terminal tax exports can also be taxed and so 
can be passengers. This wil thus may augment the 
revenue of a local body, it is a barrier in the Way 
of inter-State trade, and movement Octroi without 
refunds has all the merits of terminal tax minus the 
disadvantage mentioned above. Further terminal tax is 
levied on weights, basis Octroi without refunds can be 
assessed on weight or ad valorem. Octroi without 
refunds is a desirable form of combination of terminal 
tax and Octroi and deserves to be generally adopted. 
Constitutional difficulties as already explained stand 
in the way of fresh imposition of terminal tax and also 
of enhancing the rate of existing tax. There are no 
legal or constitutional difficulties in the matter of im¬ 
position of Octroi without refunds. 

Question No. 210. 

The objection to Octroi or terminal tax is not that 
they are not unsuitable as local taxes but they hamper 
trade and freedom of movement in the country. 

Surcharge on Sales Tax may be regarded as a better 
form of taxation than Octroi or terminal tax. But then 
it will be a direct form of tax and will be resented. 
Local bodies may be opposed to it for they think that 
chances of evasion of sales are greater than of Octroi 
or terminal tax. Also Octroi or terminal tax has the 
sanctity of tradition and age behind it. It is a tax that 
the people have reconciled themselves to. 

Question No. 211. 

Our suggestion is substitution of Octroi without re¬ 
funds for terminal tax and Octroi. On goods in transit 
under Octroi without refunds nothing except transit 
fee can be charged. 

Question No. 212. 

“Bonding” can raise only in case of terminal tax and 
not under Octroi without refunds which is recommended 
by us. We have no experience of bonding in our State 
and the problem has not been considered here. 

Question No. 213. 

The basis of assessment should be ad valorem except 
in case of articles the rates of which fluctuate consi¬ 
derably from time to time. Procedural delays can be 
minimised by prescribing a uniform and comprehensive 
schedule for all local bodies and by adequate supervision 
over the staff. 


Question No. 214. 

Chances of evasion artd leakage would become less 
It may be possible to have terminal tax collected 
through transport authorities on payment of commis¬ 
sion. 

Question No. 2l5. 

Correlation would be desirable. It would be possible 
then to arrive at an optimum figure of total imposition 
on articles of various categories. The problem however 
would be stupendous one, especially in the background 
of well entrenched the tradition of each department 
working in isolation. 

Question No. 216. 

Distinction in this respect does not appear justified. 
To tax passengers carried by road but not passengers 
carried by rail would be discrimination against road 
transport. 

Question No. 217. 

Cities which on account of historic or religious asso¬ 
ciations are visited by large number of people will cer¬ 
tainly consider “Pilgrims Tax” suitable, while it is 
easy to collect tax from those carried by any form -of 
transport, it will be difficult to realize it from those who 
enter limits of a municipal committee from the suburbs 
on foot in the morning and leave in the evening. Collec¬ 
tion of tax from floating population will have practical 
difficulties. 

Question No. 218. 

“Toll Tax” is not a suitable form of tax. It may bur¬ 
den those sections of the community as are least able 
to bear it. It is also difficult to collect. 

Question No. 219. 

Such a tax (on vehicles and animals etc.) is being 
levied by local bodies of Delhi State. It is a suitable 
form of local taxation. For motor vehicles the present 
system' of collection of tax through State Government 
and allocation of receipts to various local bodies is 
satisfactory. Toll (i.e. collection of tax when a vehicle 
enters the limits of a committee) would cause harass¬ 
ment and inconvenience to users of the road. 

Question No. 220. 

The limit may be raised but the ceiling recommended 
bv the committee seems on the high side. It is not con¬ 
sidered a very suitable form of tax for urban areas. 
Its schedule should be prepared carefully and rates 
should be uniform as far as possible. 

Question No. 221. 

Certain states have laid down fairly high rates of 
entertainment tax. Still, there can be no objection to 
levy of theatre tax on each show if it will not mean 
“Killing the goose that can lay golden eggs”. 

Question No. 222. 

For towns improvement levy of betterment tax 
should be unexceptionable. 

Question No. 223. 

Our suggestions have already been made. 

Questions Nos., 224 and 225. 

The machinery of assessment and collection in most 
local bodies requires gearing up. Municipal dues are 
recoverable in the last resort through D. M. There is 
need for improving the machinery at that end also. 
Strict supervision over local bodies in this matter will 
yield useful results. 

They must be urged to make use of coercive processes 
in suitable cases. For persistent default in this respect, 
there should be 'no hesitation in superseding a local 
body. A member who is guilty of default and is clearly 
evading payment of local taxes should be-removed by 
the State Government. 

Question No. 226. 

Does not arise. 

Question No. 227. 

No comments. 

Question No. 228. 

The implications are not clear. This may work in 
rural areas-Where village artisans who may have to 
pay professional tax may agree to pay, it in kind or 
labour. For urban areas the suggestion may not be 
practical. ’ 



AJMER 


Memoranda sent by the Ajmer Govt, to the Taxation Enquiry Commission 

MEMORANDUM I 

General Note on State Taxation 


■ The State of Ajmer is a small one situated in the 
heart of Rajasthan with an area of 2,425 sq. miles and 
a population of nearly 7 lakhs according to the last 
Census Report. It, became a Chief Commissioner’s pro¬ 
vince from 1st January 1943 when the posts of the 
Chief Commissioner, Ajmer-Merwara and the Resident 
for Rajputana were separated and an independent post 
of Chief Commissioner was created and a Deputy Com¬ 
missioner was posted in place of the Commissioner, 
who was previously functioning in this place. 

It is a one district State and became a Part C State 
on the coming into force the Government of Part C 
States Act, 1951. As a result of the constitutional re¬ 
forms the Revenue and Expenditure of the State which 
were before the year 1952-53 included in the Budget 
of the Central Government under various Demands were 
transferred to the State Budget. The State has a Legis¬ 
lative Assembly which passes the financial Bills. It has 
a Consolidated Fund of its own from 1-4-1952 and all 
Revenues received by the Government of India or the 
Chief Commissioner in relation to any matter in res¬ 
pect of which the Legislative Assembly of the State 
has the power to make laws and all grants made from 
the Consolidated Funds of India to the State form this 
Fund. All expenditure of the State is also met from 
this fund. The balances in the Consolidated fund of 
the State have not been separated from the balances of 
the Central Government. The capital requirements and 
the debt, deposits, remittance transactions of the State 
are included in the Central Budget as in the past. As 
a Part C State Ajmer does not receive any share of 
the net proceeds of Income-tax or other divisible heads 
of Centre like Parts A and B States. 

A copy of the Hon’ble Finance Ministers budget 
1952-53 and 1953-54 as well as a consolidated statment 
showing the Revenue and Expenditure figures of the 
State from the years 1943-44 under each major head of 
account is enclosed. 

Previous to the new set up the expenditure budget 
of the Chief Commissioner’s province was spread over 
various Demands for Grants. The revenue realisations 
as well as expenditure were booked in the Central books 
of the A. G. C. R. and were in some cases not shown 
separately for Ajmer but merged in the Central figures. 
This is one of the main reasons why it is difficult to 
give a precise idea of the pre-partition revenue and 
expenditure as it is very difficult to collect separate 
figures under each head. 


Revenue 

On the Revenue side there has been very little im- 
provment in the collections. This is due to the inherent 
limitations of the State in various ways, viz.,, its soil 
conditions, scarcity of rainfall, the rigidity of its land 
revenue procedure etc., etc. The average rainfall of the 
area is about 20", but it is uncertain and erratic. The 
tract is generally hilly—a continuation of the Aravallies, 
but in the plains the soil is fairly rich and wheat, barely, 
gram, maize, jowar and cotton are commonly grown. 
There are no perennial rivers or canals in the State 
and the only means of irrigation are wells and tanks 
which are deprived of water during periods of scarcity. 
Much of its area is under Istimrardars and Jagirdars 
who pay a fixed share of the produce. When the Jagir- 
dari system is abolished in the near future, it is expect¬ 
ed that the receipts from land revenue will be consi¬ 
derably improved. With the improvement of the reve¬ 
nue collections, it will also be necessary to provide 
expenditure for revenue collections, like opening of sub¬ 
treasury at Kekri and appointment of additional staff. 
So far as it can be gathered immediately we have to 
spend nearly about Rs. 2J lakhs for improvement in 
the methods of collection in 1954-55. With the complete 
abolition of the Jagirdari system it may be possible to 
have an extra revenue of about Rs. 20 lakhs, with a 
corresponding increase in cost of collections to the tune 
of, say, 5 lakhs or a net increase of Rs. 15 lakhs. 

At present the only principle items of revenue are 
State Excise Duty, Land Revenue and Sales-tax which 
is shortly to be introduced. Over 50% of the collection 
of the State relates to State Excise duties. There is a 
possibility of increase in this item of revenue provided 
44—2 T. E. Com. 


the Duty is raised further and the Prohibition measures, 
the first phase of which has only been enforced in ' 
the State, are not further tightened. 

There is some revenue uiider Agriculture. But agri¬ 
cultural receipts shown under the receipt head mostly 
relate to Government grants-in-aid for Grow More Food 
schemes in operation. 


Expenditure 

As regards expenditure, the main items are General 
Administration, Police, Education, Agriculture, Medical 
and Public Health. Under General Administration the 
accounts of 1951-52 show an expenditure in the 
neighbourhood of Rs. 6 lakhs. As a result of the new 
set up it has gone up to nearly 13 lakhs. The progress 
of expenditure under this head is expected to go Mill 
higher with the setting up of a Government Press and 
grant of normal increments to the staff and the expan¬ 
sion of normal activities of the State. 


Police.—-The Police expenditure would appear to be 
a little high, but the State being surrounded on all 
sides by Rajasthan, it is open to the danger of depreda¬ 
tions by dacoitsand the Government have very recently 
established a special Armed Constabulary for the pro¬ 
tection of the subjects. 


Education. —Education, however, is the most impor¬ 
tant item of expenditure of the State. This is due to 
the introduction of the basic education in the State 
and to spread of social and adult education centres 
both for males and females. These schemes were 
approved by the Government of India previous to the 
introduction of the Five Years' Development Plan. The 
total recurring expenditure on these schemes would on 
completion amount to several lakhs, much beyond the 
capacity of the State to bear. 


Agriculture .—In Agriculture, the bulk of the expendi¬ 
ture is met from the grant under Gsow More Food 

schemes. 


Famine.—The special point which deserves notice of 
the Commission is that due to scanty rainfall and in¬ 
adequate irrigation measures, the State is frequently 
visited by famine. The expenditure on famine during 
the past three years has'exceeded’ a crore of rupees. 
There is every risk of its visitation whenever there is 
a shortage of rainfall. This heavy drainage of public 
money can be stopped if only satisfactory measures are 
taken tb find out some perenial source of water. 


It will be noticed from the statements of receipts 
and expenditure enclosed that there is a big gap bet¬ 
ween revenue and expenditure. Taking 1952-53 as the 
basic year from which the State came into separate 
existence, we find that leaving aside the expenditure 
on famine which was an extraordinary item by itself 
and excluding the excess grant-in-aid received from 
th’e. Government of India, the deficit was Rs. 88,74.000. 
For the current year 1953-54 the estimated deficit is 
of tbe order of Rs. 1,10,00,000. This figure was arrived 
at inspite of including an estimated revenue of 
Rs. 10 lakhs from the introduction of Sales-tax in 
the State. There has been, however, some time lapse 
in getting the taxation measures passed by the Legisla¬ 
tive Assembly, but the State Government have made 
certain economies in expenditure and it is anticipated 
that although the additional revenue from the new 
taxation measures like Sales Tax, Motor Vehicles Tax 
and Entertainment Tax, will not be realised during thq 
currency of the financial year, the amount of the grant- 
in-aid would not be increased owing to the very strict 
economy exercised in matters of expenditure. 

As pointed, out above, the revenue realisations fall 
far short of expenditure. A part of the excess of expen¬ 
diture over receipts is also due to the introduction of. 



various development schemes. The development expen¬ 
diture included in the budgets of 1952-53 and 1953-54 


is as follows:—• 

/ 


* 953-53 

* 953-54 

Agriculture 


. 4,48,000 

8,73,000 

Veterinary 


. 12,000 

23,000 

Co-operative . . 


. 2,300 

1,84,500 

Medical . 


3,64,000 

3,82,000 

Public Health 


. 1,22,000 

1,72,000 

Education 


7,98,000 

16,000 

. Forest . . 


1,31,000 

*,95,000 

Civil Works 


. 1,16,000 

5,40,200 

Irrigation 


. 2,722 

2,07,000 


19,96,02a 25,92,700 


If this element of development expenditure is exclud¬ 
ed, we are left with a final deficit of Rs..84 lakhs. The 
various taxation measures which the State Govern¬ 
ment have got enacted in the current financial year in 
order to balance its budget would reduce the gap to 
the extent of nearly Rs. 15 lakhs. This figure is an 
hypothetical one as we still do not know what will be 
the repurcussions an the trade when the Sales-tax is 
introduced. The introduction of Sales Tax in the neigh¬ 
bouring State of Rajasthan will also have free play. It 
is too early to give a complete idea. But if it is assumed 
that the normal revenue of the State is Rs. 50 lakhs and 
additional revenues coming from the various meaures 
of taxation, viz.. Sales Tax, Motor Vehicles Tax and 
Entertainment Tax would give about Rs. 15 lakhs to¬ 
gether with an additional income of Rs. 15 lakhs from 
land revenue anticipated on the complete abolition of 
Jagirdari, it will still be short of our requirements for 
meeting the day-to-day expenditure besides the develop¬ 
ment expenditure. 


This State has not been given any share of the pro¬ 
ceeds of Income-tax and Super-tax or of Central Excise 
duties. We have no comments to offer on the methods 
and policy of taxation so far as Income-tax, Super tax 
etc. are concerned. In these matters we are entirely 
dependent on the Centre being a Part C State and we 
expeet that the Central Government will give us a 
share of the collections on the measures which they in¬ 
troduce on the basis of the recommendations of the 
Taxation Enquiry Commission. The figures of Income- 
tax and Super tax and Excise Duties relating to the 
years 1950-51 and 1951-52 are as follows :— 

Taxes on income 




*950-51 

* 95 *- 5 2 

Income-tax and Super tax 


. 14,81,000 

26,18,000 

Miscellaneous . . 


. 25,000 

23,000 

v Surcharge' 


• , 33 * 00 ° 

62,000 

Excess Profits Tax . 


. 96,000 

1,00,000 

Section 18-A collections . 


. 4,89,000 

1,05,000 


22,24,000 27,08,000 


Union Excise by Commodities 

1950-51 

* 95 *- 5 2 

Sugar . 
Tobacco 

Cloth 

Miscellaneous 


. 6,72,000 

• 4 . 77 .ooo 

88,000 

*3,ooo 

5,32,000 

4,83,000 

48,000 

Refunds 

. 

12,37,000 

10,76,000 

—3>ooo 

Net 


. 12,37,000 

10,73,000 


We are not sure of these figures, but if it is assumed 
that growth and expansion of trade and the betterment 
of revenue due to the completion of the Five Years 
Development programme produce an increase return to 
the State and if the State receives its share of Income- 
tax and Super-tax and the Central Excise Duties, there 
will not be left a very large gap and the problems of 
administration could with vigilance be kept to the level 
of the its receipts. 

) 

Municipalities 

In the preceding note no mention has been made 
about the progress achieved in the various Municipalities 
of the State. As previously pointed out, the main handi¬ 
cap to the State is its dearth of water, not only drink¬ 
ing water, but water for agricultural purposes. Before 
the water supply scheme came in force in Ajmer, the 
, condition of human beings during the summer months 
for want of water could best be imagined than describ¬ 
ed. To relieve this state of affairs, the Government of 
India sanctioned certain loans and grants amounting 
to about Rs. 40 lakhs to the Ajmer Municipality and 
about Rs. 10 lakhs to the Beawar Municipality for 
improving their water supply position. The improve¬ 
ment achieved with the help of this contribution so 
generously given by the Government of India is, how¬ 
ever, not adequate to meet its future demand. The 
growth of population is inevitable and must be faced 
with. If the State has to cater for the lives of the 
people further improvement in the water 'supply schemes 
will have to be considered and implemented. 

Transport 

The transport conditions of the State also suffers from 
dearth of proper roads for motor vehicles. A scheme 
for the nationalisation of the transport service has 
already been submitted to the Government of India. 
That scheme would require financial help from the Cen¬ 
tre and the Government of India have been asked to 
sanction a loan of Rs. 14 lakhs. The nationalisation 
of the transport service scheme will be run jointly by 
the State Government and the Western Railways. It 
is expected to bring a net revenue of, say, Rs. 4 lakhc 
to the State. ’ 

The State is an infant one, but it has given concrete 
evidence of its earnest desire to improve its finances 
so that its budget is balanced. It has spared no pains 
for the purpose. It is possible that even after it has 
done all it could to improve its revenue, if there is 
still some gap,' it will have to be met by the Centre. But 
the principle of sanctioning grants-in-aid to the Pro¬ 
vinces to enable them to meet the requirements of ad¬ 
ministration is not an unusual one. The various Part A 
States also receive financial assistance from the Centre 
not only for development purposes but also for meeting 
the demands arising out of unforeseen and extraordinary 
calamities. The State Government hopes that even with 
the additional revenue from the various taxation meas¬ 
ures and the betterment of its financial position on the 
completion of the Five Years development schemes, if 
there is a gap, the Central Government would graciously 
meet it and adjust it against the various Central taxes 
collected and retained by them. 


Major Heads >943*44 

>9*4-45 

1945-46 

>9*6-47 

>947*48 

<94*49 

1949-50 

>950-51 

1951-52 

. *952-53 

>953-54 

Principal Heads op Revenue 











VII—Land Revenue . . 3,61,111 

VIII—State Excise Duties . . 11,49,579 

XX—Stamps .... 5,33,247 

X—Forest . . . . 1,40,073 

XI—Registration . .. . 20,15a 

XII—Receipts under Motor Ve- 14,517 

hides Act. 

3,45,911 
13,39,474 
3,49.430 
1,63,110 

2,473,411 

17,28,426 

3,34,258 

i,93,86l 

20,152 

18,185 

3,22,698 

20,11,513 

3,66,613 

>.99.690 

20,122 

*0,836 

>,9>.855 

<3,66,342 

2.23,867 

>,33,624 

>3,>59 

9,180 

3,48,202 

*8,99,361 

4,20,332 

1.3,603 

22,650 

2,98,864 

26,83,114 

4,6O,08l 

*,>8,994 

*1,059 

37,364 

3,06,326 *,63,114 

«3,*3,77* 32,34,759 
3,23,565 5,14,977 

>.75,658 2,74,770 

21,206 19,323 

*2,352 45,440 

3.63.I37 

*3,86,270 

440,876 

43,216 

3»35,ooo 
27,77,000 
4.33,000 
> ,94^00 
20,000 
>,75,000 

XHI—Other taxes and duties 















■ ~ 


... 

**’ 

... 

>2,00,000 

Total . 20,18,872 

sa.ss.659 

*5,68,283 

*9,>1,476 

>9,58,027 

57,03,3*8 

3 7, *9,456 

35.92.88l 

43^*483 

36,37,888 

51,34,000 

Irrigation tic. 











XVII—Irrigation, Navigation Em¬ 
bankment and Drainage 

75.94* 

... 

... 


... 

... 

... 

72»7>7 

87,487 

>,00,0000 

Works for which no ca. 
pital accounts are kept. 











Diduct— Working expense. 



... 

... 



... 

... • 

94,676 

3,68,000 

Net . ... 

75.944 

••• 


—- 

... 

.... 


7*417 

--7. >89 

—4,68,00a 
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Major Heads 


*943-44 *044-45 *945-46 *946-47 *947-48 *948-49 *949-50 1950-5* *95*“52 *958-53 *053*54 


Debt Services — 

XX—Interest 


*5.773 17.830 


*.*67 V>98 15.664 13^5 


Civil Administration 

XXI—Admn. of Justice 
XXII—Jails and Convict Settlement 
XXIII—Police . .... 

XXVI—Education 
XXVII—Medical .... 
XXVIII—Public Health . 

XXIX—Agriculture . . . 

XXX—Veterinary . ... 

XXXI—Co-opera tion . 

XXXII—Industries 
XXXVI—Miscellaneous Departments 


•9*368 aS* 6 74 

*0*445 *0*083 

38,006 30*457 

67,013 94*703 

•5*747 5,182 

—6,761 $£& 

30,597 70,682 

5*304 9*987 

**4 3* 

*7,799 8**65 


21^41 * 4 , 5*9 

* 4,470 9,24a 

8 , 05,939 *,* 0^38 

8,954 2^89 


*7,799 3**65 8,648 2,308 

2,03,758 *,82,479 4^5,036 44°,974 


18,238 
. 47,092 
1*21,616 
4*»o34 
*2*433 
*i59,*24 
9,398 
88 

5**24 

4,63,844 


*, 05,175 
*3,874 
*,58,267 
*,45,i87 
40, *84 
61**3 

3,X3,785 

9 , 92 i 

345 

918 

—2,163 


*4,382 

73,278 

1 . 67,018 

60,731 

6,233 

9 m 

148 
0 458 
48*895 


66,866 

* 4 . 501 - 

1,00,994 

2,23,363 

50,578 

4,234 

1,16,190 

3,837 

16 

42.998 

6 , 23,577 


’W8? 

1,00,306 

2,47,838 

74,049 

255 

4,39**36 

7,162 

2* 

250 

29,852 


-9,83,123 


83^00 

15,000 

S 7 *oo 

2,70,000 

51,000 

4,ooo 

12,17,000 

23,000 

64,000 

17,72,000 


Civil Works : 

XXXIX—Civil Works . 
Miscellaneous : 

XLIV—Receipts in aid of Superan- 
nuation. 

XLV—^Stationery and Printing 
XLVI—Miscellaneous . . 


649, 

5,614 

4,766 

7,500 

4,839 

6,136 

8.7*8 

4,184 


" r ! 3,36** ' 

•• 

5.064 

13,340 

28.053 

4,3*4 

6,667 

7,303 

7,10a 

8,570 

8,337 

: ‘ J '- 3,284 

8,000 

*4,338 

36,181 

29,19* 

180,804 

61,873 

119,708 

187,876 

1,98,991 

1,03,719 

3,14,131 

3,07,000 

36,117 

45,302 

47,oio 

1,93,638 

63,77* 

1,33,138 

3,03,706 

*,05,745 

1.H.9S6 

3401,777 

3,1S4>00 


Contribution and other Miscellaneous Adjust¬ 
ments ; 

XLIX—Grants-in-aid from Central 
Government. 

Extraordinary items i 

LI—Extraordinary *ece$pts . 68*534 


... 1 ^ 4 , 02,000 A-' 1,10,00,00* 


3,302 10,63,006 


Total Rbvznub 23,48,556 26,12,198 29,15,621 35,83,607 24,63,270 43**9,*94 47,33,2a6 44,00,896 31,60,635 2,13,53,602 1,88,76,000 


EXPENDITURE 


Major Heads 


Direct Demands on the revenue : 


7— Land Revenue 

8— State Excise Duties 

9— Stamps .... 
10—Forest 

*1—Registration .... 

12— Charges on account of Motor Ve¬ 

hicles Act. 

13— Other taxes and duties . 

2,87**62 

9 ** 4 * 

5*644 

79.063 

3,187 

4^87 

iW 3 i*<* 

94.536 
3,010 

4.536 

1,,8.4*0 

1 , 7*450 

6,131 

1,10,830 

3490 

4439 

3,15,814 

1,76435 

6,822 

3,805 

Total 

4.71,184 

3,14,60 s 

4 . 97 ,l 6 o 

7,90,036 


*9*7-48 

1*48-49 

19*9-50 

1950-51 

‘•aas 

* 7.95 a 
2*7*569 
4,903 
3,590 

348,101 

i,5*,a*4 

10,633 

1,76,349 

4 SIS 

3,93,608 
a,33,779 
14434 
1.33,780 
13,289 
4,764 

S,3*,647 

1,60441 

**,*96 

i.*3,904 

u.7«3 

5,H4 


*8*563 12*000 

2^674 6,23,000 

*1,742 12,000 

3,75* *S,°oo 


Revenue account of Irrigation etc. works : 
17—Interest on works for which capi¬ 
tal accounts are kept. 

18 Other Revenue Expenditure 


4,71,184 5,*4,603 4,07, *60 7,90,036 2,85,522 6,03,799 7*43,364 6,46,126 9,16,009 $.37,377 11,91,009 


,, .fijm 
a,in 9,000 


Civil Administration 

25—General Administration 
' 27—Administration of Justice 

28— Jails and Convict settlement 

29— Police 

30— Ecclesiastical . 

36— Scientific departments 

37— Education 
36—Medical 

39— Public Health 

40— Agriculture . 

41— Veterinary . . 

42— Co-operation 

43— Industries ♦ 

47—Miscellaneous Deptts. 


*!o 8»953 

8,72,344 


* 4 » 3 £? 
6 , 01^86 

1,273*3 

7 * 56 « 

23411 

SR 


*,*1,67* 

8 ^ 4*844 

12,633 

5,164 

6^372 

*,20,174 

26^24 

89,*4i 

42,058 


3 * 54,354 

2,27**03 

*,10,429 

8 * 29.594 

* 3,479 

X 

1,42400 

* 0,373 

29,409 

58.793 

49,640 


3 ,g8,*ao 

2,87,861 

1,26,005 

*2,95,708 

4,9*3 

*0,76,978 

*,89405 

14,3*0 

3,33,293 

80,297 

64,047 


2,78,247 7,*4,*54 6,18*948 5i85,278 546,941 

*.50,850 3,87,809 3,97422 3,88,377 3.89,736 

95A*5 8**2,752 *4) *,3*3 *^7^03 hl ^ T * 

64*4*2 *7,80*022 22,79,323 *9^3,269* 20,64,247, 


7,07,88* 
*,80,257 
7,040 
1 , 93 , 95 * 
75,789 
59*53 


2 M 8#79 23*8,787 35,1 
7 , 00 * 7 * 4 . 9 *, *33 4,0 


7,00*71 

* 49,592 

42,001 

1,24,361 

77*88o 


4 , 9 *,i 33 

57,908 

59,326 

1,34,100 

8 *a ?58 


4,64,804 

1,11,920 

58,9*0 

1,02,580 

75389 


i’iflo?8 

m 

.69,7.18 


** 54,980 
3 . 93,434 
1,71,286 
X 3 £ 7 , 0*9 

* 6.337 

! 5 »*° 6 ,S 49 

7 , 15,290 

* 7*0470 

76 ,*PO, 


i«, 88*oe 
3,08,000 
1*2*00 
24*8,000 

12,000 

57,92,000 

9,32,000 

l,tki,ooo 

tfilfioo 


Totai - . 23,08.713 *443,833 ,6.37.639 33,97.289 *4,78(667 6«43,747 66,38,368 7345,*30 80,83.839 1,9949,111 1,°*,->|,~™ 


Civil Works and Miscellaneous Public Im¬ 
provements : 

50—Civil Works . . . 

Miscellaneous ; 

54— Famine ' . . 

55— Superannuation 

56— Stationery and Printing . 

57— Miscellaneous . 

63-B—Community Project 


544 , 73 * 1641*00 


7,435 2,51,050 53,834 35,72*39 72,72,562 1,00 o 


921 325 299 262 273 ... ... .!!' *’* aiaii 1*6 000 

41464 > *.67.944 4(66,726 6,61,613 4,41,088 10,03,130 11,30,304 5,76,863 6,33,171 13,48,04V 17^71,000 

— , ... 411*07 10,63,000 


Totai - • 47,385 *.37,602 4,67,0*3 6,61,877 441.361 10,10,363 6,30,697 3,76,863 39,94,310 9 gi s i ,954 31,10000 

. Total Expemwitj** . 38,33,383 3a.16.030 36,01,8*4 33,49.13* S»,05,330 80,60,111 87,73.176 88,33,07 »i**#*9>#6 3,10498,10 ”i~83,76,ooo~ 
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Question No. 6. 

The total Receipts during the year 1952-53 as com¬ 
pared with income from the Principal Heads of Revenue 
were in the ratio of 5'87 to 1. The relation of Principal 
Heads of Revenue for the year 1952-53 to the other 
heads is as under:— 


*« a tiuvipcu wt iwrvuuv 

3. Irrigation etc. 


• 

• 

• 

-7,189 

3. Civil Administration 


« 


7 > 5 a > 5°4 

4. Civil Work* 




11,703 

5. Miscellaneous 




97,777 

6. Contributions etc. . 




1,68,57,000 

Ration of 1 to 3 




4-8 to 1. 

Ration of 1 to 4 




310 to 1. 

Ration of 1 to 5 




37 to 1. 

Ration of 1 to 6 




•021 to 1. 

Ration of 3 to 4 




64-3 to 1. 

Ration of 3 to 5 




7-6 to 1. 

Ration of 3 to 6 




•021 to 1. 

Ration of 4 to 3 . 




-01 to 1. 

Ration of 4 to 6 . 




000006 to 1. 

Ration of 5 to 6 




•0005 to 1. 


Being a Part C State this Government does not 
receive a share of income from Income-tax or other 
Central Excises. The Budgt Estimates of Revenue for 
1953-54 in respect of the State Entertainment Tax, Sales 
Tax and tax under the Motor Vehicles Act, were to the 
tune of Rs. 13,25,000 but due to their non-implementa¬ 
tion so far, it is anticipated that the budgeted income 
will be realised in a very small part. 


Deputy Secretary (Education, Labour, Medical, 
Local Self Government and Law and Judi¬ 
cial Departments). 

Deputy Secretary (Revenue). 

Deputy Secretary (Dev.). 

Assistant Secretary (Admn.). 

Assistant Secretary (Leg. Assly. Deptt.). 
Inspector of Government Offices. 

Public Relations Officer (Non-gazetted). 

2. Judicial Department: 

Judicial Commissioner. 

District and Session Judge. 

Sub-Judges. 

Government Pleader. 

Staff under the various courts. 

3. District : 

Deputy Commissioner and Collector. 

Assistant Commissioner. 

City Magistrate. 

Treasury Officer. 

Tehsildars. 

Naib-Tehsildars. 

Glrdawars. 

Naib-Girdawars. 

Patwaris. * 

Jemadars. 

Peons. 


Question No. 7. 

Trends in revenue from principal taxes are explain¬ 
ed as under:— 

Land Revenue. —Due to failure of rains parts of the 
state face scarcity or famine condition^. Therefore the 
income under this head is affected during those years. 

State Excise Duties. —The peak income during the year 
1951-52 was due to open auction of shops and increase 
in duty on excise opium. The fall of revenue in 1949-50 
was on account of decrease in licence fee for 1950-51 
partly recoverable in advance and less consumption 
under the prohibition scheme. The fall in 1952-53 is for 
amounts fetched in bids in open auctions and less con¬ 
sumption of opium. 

Stamps. —Decrease in 1952-53 is on account of less 
sale of non-judicial and Judicial stamps. 

Forest. —The highest income during 1951-52 was due 
to high prices of coupes and newly formed areas. 

Receipt under Motor Vehicles Act, Other Taxes and 
Duties. —With the implementation of new taxation mea¬ 
sures income under these heads is to increase. 

Question No. 8. 

Entertainment Tax, Sales Tax and Motor Vehicles 
Tax Acts have been passed by the State Legislative 
Assembly. These measures have been taken so as to 
augment the resources of the State Government for the 
welfare of the people. They will come into force as 
soon as the assent of the President is received. 

The practice of public revenue legislation in vogue 
in this State is governed by the provisions of the Gov¬ 
ernment of Part C States Act 1951. Separate Acts for 
certain taxes are presented to the State Legislature. 

Question No. 11. 

Land Revenue and State Excise Duties are collected 
by the Revenue and Excise staff etc. employed for the 
purpose. Stamps are sold to the public by vendors etc. 
Registration fees are realised in cash by the Registra¬ 
tion staff. Receipts under the Motor Vehicles Act are 
collected by separate collecting staff attached to the 
Police Department machinery for the collection of 
Entertainment and Sales taxes is being examined. 

Broad features of the set up at the Secretariat level 
and below are:— 

1. General : 

Chief Commissioner. 

Chief Minister, Revenue Minister and Finance 
Minister. 

Chief Secretary. 

Finance Secretary. 

Law Secretary. 


4. Record and Rent Rate Officer : 

Assistant Record and Rent Rate Officers. 

Staff for Record operations. 

5. Police Departments : 

Inspector General of Police (Joint with Delhi, 
H. M. and Ajmer). 

Deputy Inspector General of Police. 
Superintendent of Police. 

Deputy Superintendent of Police. 

Inspectors. 

Sub-Inspectors. 1 

Head Constables. 

Constables. 

6 . Forest Department: 

Chief Forest Officer. 

Assistant Chief Forest Officer. 

Nalb Tehsildar. 

Rangers. 

Foresters. 

Forest guards. 

7. Agricultural Department: 

Agricultural Officer. 

Additional Agricultural Officer. 

Farm Superintendents (Non-gazetted). 

Other Staff. 

8 . Animal Husbandry : 

Director of Animal Husbandry. 

Gowshala Assistant. 

Poultry assistant. 

Veterinary assistant surgeons. 

Compounders. 

Stockmen 
Other Staff. 

9. Co-operative Department: 

Registrar Co-operative Societies. 

Assistant Registrar Co-operative Society. 
Inspectors. 

Marketing staff. 

10. Public Works Department : 

Executive Engineer. 

Sub Divisional Officers. 

Other staff. 
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11. Medical Department : 

Civil Surgeon. 

Additional Civil Surgeons. 

Civil Assistant Surgeons, grade I. „ 

Civil Assistant Surgeons, grade II. 
Compounders. 

12. Public Health : 

District Officer of Health and his staff. 
Vaccinators. 

13. Labour Department : 

Labour Officer. 

Inspector of Weekly Holidays Act. 

\ 

14. Jail Department : 

Superintendent of Jail (part time). 
Doctor. 

Jailor. 

Assistant Jailor. 

Warders etc. 

15. Education Department : 

Director of Education. 

Assistant Director at Education. 
Sub-Inspector of Schools. 

District Inspectress of Schools. 

Assistant District Inspectress of Schools. 
Teachers. 

Teachers Training College staff. 

Staff of Government College. 


16. Registration : 

Sub-Registrars. 

>; 17. Excise Department : 

Collector of Excise Revenue (Part time). 
Inspector. 

Sub-Inspectors. 

Jamadars. 

Peons. 

Assessment 
appeal & revision 
Collection. 

The cost of the administration is shown in the pro¬ 
ceeding statement. 

Efficiency of tax administration does not call for any 
remarks. 

Question No. 12 . 

Tax evasion or avoidance are not noticeable. 
Question No. 13 . 

Since the proposals for local taxation have under 1 
provisions of the Ajmer Municipality Region, 1925. 
be published by the Chief Commissioner they have 
be scrutinised by Government. 

Question No. 14 . 

All proposed legislative measures have to be referred 
to the Central Government for their prior approval. 

Question No. 15 

None. 






S*S» 



Memorandum nl 


General Note on Land Revenue 


Question No. 1. 

The figures of land revenue and the total receipt of 
the State from before World War II to date are not 
readily available and it will take at least a fortnight 
to collect these figures correctly. ' 

The Land Revenue chargeable from the Istimrardar 
has been permanently fixed. 

In Khalsaarea, the demands are static for the reason 
that the Land Revenue is recovered according to the 
rates fixed at the time of. Settlement the rates so fixed 
remain in force till the time of next settlement. 

There have been on statutory charges. Therefore the 
remaining part of the question does not Arise. 

Question No. 2. 

(a)- (i) Income is only from the Agricultural Land. 

(ii) Demands are periodical or fixed as explained in 
the answer to Question No. 1 above. 

(iii) Types of Tennuexs: 

• Area 

1170 Square miles. 


(a) Istimrari 
lb) Jagir 
(e) Khalsa 

(d) Bhom 

(e) Maufi 
(/) Rent-free grant 

Types of crops 
(a) Occupancy 
(ft) Hereditary 


1062 S. miles (areas are not avail 
able separately). 


(c) Non-occupancy J found i: 
(a) Ex-proprietary J areas wb 


Types of tenancy: 


1 Not available as these are mostly 


in Istimrari and Jagir 
where the record and rent 
rent rate operations have not yet 
been concluded. 


Rabi: 

Wheat. 

Barley. 

Gram. 

Gujji. 

Bejhar. 

Gulchani. 

Trifla. • 

Alsi. 

Dhania. 

Zira. 

Maithi. 

Onions. 

Garlic. 

Kharif. 

. Maize. 

Jawar. 

Bajra. 

Moong. 

Urd. 

Til. 

Cotton. 

Gawar. 

Chaula. 

Groundnut. 

Mooth. 

Kulath. 

Mustard. 

Sarson. 

Irrigated: 

Wheat. 

Barley. 

Gram. 

Alsi. 

Dhania. 

Zira. 

Maithi. 

Non-Irrigated: 

Kharif crops except cotton. 


Gram. 

Gujji. 

Bejhar. 

Gulchani. 

Trifla. 

Cotton. 
Commercial: 

Groundnut. 

Cotton. 

Chilli. 

Seasamum (Til) 
Sarson. 

Zira. 

Alsi. 

Mustard. 

Dhania. 

Onions. 

Garlic. 

Rai. 

Non-Commercial: 

Mooth. 

Mung. 

Urad. 

Kulath. 

Bajra. 

Jawar. 

Wheat. 

Barley. 

Gram. 

Gujji. 

Trifala. 
Gulchana. , 
Bejhar. 

Cereals: 

Wheat. 

Barely. 

Gram. 

Gujji. 

Bejhar. 

Moongh. 

Gulchana 

Trifala. 

Maize. 

Jawar. 

Bajra. 

Urd. 

Non-cereals: 

Alsi. 

Dhania. 

Maithi. 

Onions. 

Garlic. 

Asaloo. 

Garuin. 

Zira. 

Rai. 

Sira. 

Til. 

Cotton, * 
Chillies. 

Gawar. 

Chaula. 

Groundnut. 

Mooth. 

Kulath. 

Mustard. 

Sarson. 





(b) Variation of assessment are only at the time of 
settlements and in between generally there are no varia¬ 
tion in assessment in this State. 

Question No. 3. 1 

From 1877 till 1524, there had been no land reforms. 
Only in 1949, the Ajmer-Merwara Agrarian Relief Ordi¬ 
nance, 1949, was promulgated and in April, 1950, the 
Aimer Tenancy and Land Records Act, 1950. was 
enacted. This Agrarian, Ordinance and the Tenancy 
Act have ensured security to the tenants over their 
holdings and they are not now regarded as ‘Tenants at 
will’. The legislation in force in this State for the 
acquisition of propriety and tenancy fights is within 
the easy reach of all the tenants, without payment of 
any premium of Nazrana for the letter recovery of 
which has been made punishable in the Ajmer Tenancy 
and Land Records Act, 1950. 

The State Legislature appointed a committee to re¬ 
port on the measures to be adopted in connection with 
the abolition of the Intermediaries between the State and 
the Tillers. The committee’s report has been published 
in the Gazette of India Part III Section III dated the 
29th August, 1953. The report is under the active con¬ 
sideration of the Government and it is expected that 
suitable legislation will be enacted soon. 

4. The main features of the enactment relating to 
land and Land Revenue are that they deal with (i) 
Records of Rights, Survey Settlement, Recovery of Land 
Revenue and Fixation of Rents etc. The duties 
of the officers and officials charged with the Revenue 
Administration of this State. It also deals with the 
boundary marks, water disputes, Irrigation charges,' 
Grazing etc. The Ajmer Land and Revenue Regulation 
also contains the procedure for deciding succession to 
Istimrari, Jagir, and Bhon and Maintenance claims of 
relatives of the Istimrardars etc. 

The main features of the Ajmer Tenancy Act are 5s 
follows:— 

(1) Subletting is allowed subject to certain restric¬ 
tions which make the intrusion of money len¬ 
der difficult if not impossible, but person under 
disability like females or minors and others are 
permitted to sub-let freely; 

(2) A tenant has been given a right to acquire pro¬ 
prietary in his holding on payment of reason- 
compensation; 

(3) Collection of lages and negs has been abolished; 

(4) Provision of preparation of land records and 
framing of rent-rates in Istimrari and Jagir 
areas has been made; 

(5) Provision for an automatic machinery has been 
made for hearing appeals; 

( 6 ) The appearance of legal practitioners before 
revenue courts has been restricted; 

(7) No court fee is charged on the first application • 
and a nominal court fee of four annas is 
charged on second and subsequent applications. 
But provision has been made for collection of 
court fee at a prescribed rate in certain cases; 

(tl) A tenant cannot now be : — 

(i) ejected from his holding otherwise than in accor¬ 
dance with the provision of the Act, 

(ii) evicted from his residential house. other than 
than a house which is an improvement, merely 
because he has or has been ejected from his 
holding in the village, 

(iii) compelled to render any service; 

(9) Provides for consolidation of cultivable area, 
etc. 

Question No. 5. 

There is no settlement or revenue manual for the' 
working of the settlement and record or rent-rate 
operations in this State. As such there are no rules pres¬ 
cribing principles and practices underlying the sys¬ 
tem or systems of settlement of land revenue in this 
State. In the past there have been only three regular 
settlements which were conducted by the officers of 
U. P. or Punjab having ripe experience of Land re¬ 
cords and settlement work. It was therefore up to 
them to adopt any method they considered suitable for 
the local operations. 

Question No. 6. 

After the 2nd regular settlement conducted by Mr. 
W. J. E. Limpton, I. C. S. in the year 1907, third settle¬ 
ment was due in the year 1938-39, but could not be 


undertaken oft account of the famine or scarcity con¬ 
ditions prevailing in this state in the year 1939. The 
third regular settlement operations were started in 
October. 4940 and the report of this settlement was 
published ih the year 1947. This settlement will remain 
operative for 20 years, i.e., upto 1947. 

There is a dearth of trained personnel for settlement 
work in this -State. Officers and officials have been im¬ 
ported from U. P., Punjab and other States of the Union. 

The assessment of Land Revenue for Istimrari was 
fixed in perpetuity in the time of Mr. La Toucha in the 
year 1874. The record operations in Jagir area took 
place from time to time for the purposes of cesses. No 
such redords in Istimrari area were prepared in the 
post. At present the Record and Rent Rate operations 
are in progress in Istimrari as well as in Jagir areas. 
No area belonging to . the other States has been merged 
in this State. On the other hand 119 villages were 
retrenched 25 to Marwar, 94 to Mewar Governments in 
the year 1938, which now form of the Rajasthan State. 

Question No. 7. 

The report is yet under active consideration in this 
State. 

Question No. 8. . 

No co-operative farming has been undertaken in this 
State. 

Question No. 9. 

The Land Revenue has been assigned in cases of 
Jagir villages, while for Muafl holdings it has been 
exempted. There are 54 Jagir villages of 3 categories. 

(1) Endownments to Religious Istimrari . 25 villages. 

(2) Grants to individual • • . 24 villages. 

(3) Corporations . . ' . . -5 villages. 

Question No. 10. 

Remissions and suspensions are granted on the 
occurrence of natural calamities to the crops. The scale 
of remission is given below:— 

Crop 16 annas only Degree of Receipt 


8 Annas and Over . 

. Nil. 

7 annas and less than 8 annas . 

*2}% 

6 annas and less than 7 annas . 

. 25% 

5 annas and less than 6 annas. 

• 3 °% 

4 annas and less than 3 annas . 

. 75 % 

Less than 4 annas . . , 

. v*>% 


The remissions granted in this State in Khalsa area 
during the last four years are a$ under:— 

Rs. as. p. 

*949-5°.ai.iog 6 6 

*95°-5* ••••,••• 15 , 29 * 4 3 

*95*-5® • • • • • • • 43,422 2 6 

*952-53 . 4 6 ,3 6 8 10 3 

Question No. 11. 

The following Cesses are recovered:— 

1. District Board Cess. 

2. Chowkidari 

3. Veterinary charges. 

4. Dispensary fund Contributions. 

The above cesses except the chowkidari cess are 
allotted to District Board for repairs of roads and 
schools. 

Question No. 12. 

This question does not arise so far this State is con¬ 
cerned. 

Question No. 13. 

Land Revenue in Khalsa area is collected by the 
Lamberdar of the village whose office is generally heredi¬ 
tary. He is paid 5% by way of Commission on the 
recoveries made from his area. He is responsible to 
the Revenue Officers. . 

On an average there is one Pattwari for 5 to 6 villa¬ 
ges, one Girdawar for about 10 to 12 patwari circles to 
superwise Patwaris’ work. There is circle officer with 
the designation of Naib Tehsildar who has got 3 to 5 
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Girdawar Circles under him. The Naib Tehsildar is res¬ 
ponsible to the Tehsildar who is responsible to the Sub- 
Divisional Officer. This State is divided into three Sub- 
Divisional Officers who in turn are responsible to the 
Collector. One of the Sub-Division' namely the Kekri 
Sub Division is almost comprised of the Istimrari area 
where there are only 2 Girdawars. The designation of 
the Commissioner was changed to Deputy Commissioner 
from 1st January, 1943. There has also been change in 
the duties and functions of the Revenue staff. 

Question No. 14. 

Appeal by the assessee lies as under:— 

From the order of Assistant Settlement Officer to the 
Settlement Officer and from the order of Settlement 


Officer to the Chief Commissioner who is the Final 
appellate authority. 


Question No. 15. ?, 

There had been arrears of Land Revenue in recent 
years owing to famine, scarcity and draughts and 
other natural calamities. The arrears are tending to¬ 
wards decrease on account of the collection drive during 
the last Rabi which was bumper. 


Question No. 16. 
NIL 


ft 






MEMORANDUM IV 


WATER REVENUE 

1. Irrigation rates are governed by the Irrigation 
.Regulation 1877 and Rules made thereunder by the 
Chief Commissioner, Ajmer. 

2. Briefly the main features of this Regulation are' 

(1) Repairs and maintenance of tanks. 

(2) Control and check over water supply. 

(3) Recovery of irrigation dues. 

No amendments have so far made in the Irrigation 
Regulation. But it is proposed to amend rules under 
this regulation specially the provision for imposing of 
penalty. 

3. Irrigation in the State of Ajmer is done from tanks 
and wells. In the tanks rain water is collected by 
throwing embankments in the catchment areas. In the 
Khalsa areas tanks have been constructed by the Gov¬ 
ernment, while in the Istimrari areas they are owned 
by the Istimrardars who charge rates for relai, Pilai 
and subsequent waterings according to the existing 
village rates. In the Khalsa area the tanks have been 
classified into four classes by Government and rates 
are charged according to the class of tank from which 
irrigation is done. The class of tanks and rates charged 
are given below :— 

1st Class.—Those in which the irrigated area pays 
either a crop-rate, varying as the crop sown, or 
a special contract rate settled by agreement, 
in lieu of the same. 

2nd Class.—Those in which the irrigated area pays 
a fixed rate per acre of soil actually irrigated 
with the tank water, irrespective of the crop 
sown. 

3rd Class.—Those paying an assessment fixed for a 
period of years and which are maintained by 
Government. 

4th Class.—Those paying an assessment fixed for 
a period of years and which are repaired by 
the villagers. 

As far irrigation rates of 3rd and 4th class tanks, the 
assessment of water charges is distributed on the hold-* 
ings and included in the fixed Land Revenue and remain 
unchanged during the currency of the period for which 
they are fixed. 

4. Assessments are made as in 3 above. 

The appeal by the assessee lies as under:— 

against the orders of the Assistant Settlement Offi¬ 
cer to the Settlement Officer, and 

from the order of Settlement Officer to the Chief 
Commissioner who is the final appellate autho¬ 
rity. 

The collection of water charges are made along with 
the Land ^Revenue by. the Lambardars. 

5 . 5% collection charges are paid to the Lambardars 
on the total collection of his area. 

6 . Figures of receipts are not readily available and 
it will take time to collect these figures correctly. 

7. As in 6 above, Irrigation dues are recoverable from 
the persons primarily liable to pay it of from his surety, 
if any, as if it were an arrear of Land Revenue. 

8. Nil. 

STAMP DUTIES 

Section I— Factual Background 

1 . Stamp duties in the State of Ajmer are governed 
by the Indian Stamp Act, 1899 (II of 1899). Besides the 
income by the sale of stamps, fines and penalties and 
deficient stamp duties are- collected through courts as 
will appear from the Statement showing the figures for 
the last years, attached. 

2. No amendment in Stamp Act or Rules has been 
proposed by the office nor it is contemplated. 

3. The rate of levy of stamp duty (ordinary, special 
and concessional), exemptions arte the same as pro¬ 
vided in Schedule I to the Stamp Act 1899. There 
is no abnormal effect on the revenue on this account. 

4. The Deputy Commissioner, Ajmer, is the Chief Con¬ 
troller, Revenue Authority. The Sub Divisional Officer 
Ajmer, Extra Assistant Commissioner, Beawar, and the 
Sub Divisional Officer, Kekri, are the collectors of 
stamps for their respective sub divisions. 

45—2 T, E. Com. 


(i) Assessment .—Stamp duties are assessed by the 
Sub Registrar or the Collector of Stamps on all the 
documents presented for registration or for determina¬ 
tion of the proper stamp duty. 

(ii) Appeal and Revision .—All appeals against the 
orders of the collector of stamps lie to the Deputy 
Commissioner (Chief Collecting Revenue Authority). 

(iii) The stamp dtuies are collected in cash at treasury 
either through «the stamp vendor or through the 
person concerned purchasing the stamp direct from this 
treasury. The deficient duty and penalty etc. are re¬ 
covered through the courts when a document is either 
insufficiently stamped or not stamped. The amount so 
realised is .deposited under head IX Stamps. 

5. There is no separate establishment for the adminis¬ 
tration of the Stamp Act and Rules and as such no 
separate expenditure is incurred in this behalf. 

6 . The receipts are steadily progressing year to year 
as will be seen from the enclosed statement fpr the last 
years. 

7. There are no arrears. 

8 . The cases of evasion and avoidance of stamp dufy 
come in the notice only when the documents are pre¬ 
sented, to the Sub Registrar for registration or when pro¬ 
duced before court in evidence etc. The insufficiently 
stamped documents are then impounded and the deficient 
duty and penalty is recovered by the court. 

The figures of penalties and deficient stamp duties 
recovered during the last three years may be seen from 
the attached statement. 

Section II. 

Replies to the relevant have been given keeping in 
view the directions contained in this section. 

Section III. 

There are no further remarks. 


Particulars 1950-51 > 95>*52 > 952*53 


Non-Judicial 

Sale of stamps . . . 2,15,704 1 , 33,°>5 MJ .399 

Fines and Penalties . . 133 •• 3 20 


Duty on impressing documents 33 • • 2,850 


Miscellaneous . . • ' • 

5 > 

•• 

2,457 

Total 

2,15.921 

i, 33 ,oi 5 

1,17,026 

Deduct refunds 

- 4,293 

- 5,247 

—2,988 

Total Non-Judicial 

2,11,678 

1,27,568 

1,14,038 

Judicial 

Court fees realised in stamps . 

3 , 07,974 

3 , 93 ,o 84 

3,06,230 

Fines and Penalties 

65 

•• 


Miscellaneous 

7,404 

•• 

24,180 

Total . 

3 , > 5,443 

3 , 93 ,o 84 

3 , 30 , 4 > 0 

Deduct refunds 

- 3,556 

- 5,675 

- 3,572 

Total—Judicial 

3,11,887 

3 , 87,409 

3,26,838 

Grand Total 

5,23,565 

5 ,> 4,977 

4,40,876 


NOTE ON THE SCHEME OF SALES TAX IN 
AJMER STATE 

Points 1, Z and 3. 

There is no Sales Tax in this State at present. A bill 
modelled on the Bengal Finance (Sales Tax) Act 1941, 
with certain modifications was adopted by the State 
Legislative Assembly recently and will become an Act 
when the same has received the assent of the President 
and has been published in the Official Gazette. The 




following are the main features of the scheme of Sales 
Tax in this State:— 

Sales Tax in this State would be a singly point tax, 
t. e., it will not be levied every time the article changes 
hands but it will be charged only once from a ‘Register¬ 
ed. dealer when he sells to an ‘Unregistered dealer’ or 
to a consumer. Thus the riger of the, multiple taxation 
prevalent in the bigger states of Bombay and Madras 
has been done away with. In this connection it may be 
pointed out that sales from one ‘Registered dealer’ to 
another ‘Registered dealer’ are not liable to sales tax 
nor will tax be charged for sales outside the State. 

Many articles and necessities of life and essential 
commodities such as cereals and pulses, fresh and dried 
fruits, vegetables, milk products, meat fish and eggs, 
gur, salt, cottonseed, cattle feed, books etc., agricul¬ 
tural implement, charcoal, paper and newsprint, kero¬ 
sene oil, raw cotton, cotton, cotton thread, cotton yarn, 
and corase cotton cloth are exempted from liability of 
sales tax. Handloom cotton cloth and local cottage 
industries products as may be prescribed are also 
exempted. 

Care has been taken to see that rate of Tax is not 
heavy and it is therefore not uniform. Petrol will be 
charged at the rate of one and quarter anna a rupee. 

On medium cotton cloth, sugar, vegetables, ghee and 
certain other articles Tax will be charged at six pies in 
the rupee while in case of other goods it will be charged 
at 1 anna in the rupee. 

No sales tax will be levied on Forward Contracts. No 
tax will be levied on sale of articles contracted to be 
sold before the commencement of the Act. 

Thus it will be seen that many commodities are 
exempt and the rates vary according as the goods are 
for consumption of higher middle class and rich per¬ 
sons. 

Sales tax will not he charged from, retrospective date. 
It will be chargeable on sales in the expiry of one 
month after the date of issue of notification specifying 
the articles to be taxed and the rate at which they will 
be taxed. 

Since Sales Tax will be chargeable from Registered 
dealers only and since it is contemplated that dealers 
whose turnover during the period of twelve months 
from the date of the coming into force of the Act of 
all goods taxable and non taxable is more than Rs. 6,000 
are to pay Sales Tax, it has been provided that traders 
and merchants falling in the category should get them¬ 
selves registered. They shall have to submit quarterly 


returns at the end of quarter and pay tax only on such 
articles as are liable to Sales Tax in that quarter. The 
unregistered dealer who finds that his turnover has 
at any time during a financial year exceeded the 6,000 
turnover limit should get himself registered and pay 
the tax which will be payable two months after the 
commencement of his liability. 

Voluntary registration is also provided in order to 
enable such dealers not to pay tax to the registered 
, dealer at the time of his purchases. There is no diffe¬ 
rence between compulsory and optional registration 
later on. 

No particular system of account keeping has been 
made compulsory but the accounts of the assessee 
should be in such a form that it should give a correct 
picture of sales and stocks and should be reliable and 
methodical. In case the accounts are unintelligible, the 
assessee will be charged on sales to be determined on 
discretion of the assessing officer. 

Deliberate submission of false accounts and other 
dishonest attempts to cheat or evade have been penalis¬ 
ed but prosecution in such cases can only be launched 
with the sanction of the higher authority viz., collector 
of Sales Tax. 

In case of repentant dealers compounding of offences 
is also provided. 

Provision for Review, Appeal, Revision and Reference 
to High court has been kept and refund of tax paid 
before filling the appellate remedy is provided. 

It cannot be denied that the burden of the tax ulti¬ 
mately falls on the consumer but care has been taken 
to see that the burden falls to the extent bearable. 

The articles of daily consumption of the poor are 
exempt and there is still power left in the Act not to 
include them in the Chief Commissioner’s Notification 
about articles. 

Point 4. 

The sales tax department has not been set up so far 
and no decision has been taken so far on the organiza¬ 
tional set up at different levels. 

The other points contained in the instructions received 
with the Finance Department letter No. 17/8/53-Fin. 
dated the 20th November 1953 do not arise as Sales Tax 
has not been introduced in this State so far. 


memorandum V 

Replies to the Questionnaire 

PART I TAX SYSTEM Questions Nos. 37 and 38. 


General 

Question No. 8. 

Receipts from particular taxes should not as a rule, 
be funded or earmarked for specific purposes, since 
other objects however important and vital to the good 
of the people, shall have to be starved. 

Question No. 9. 

If the purpose for which money is spent benefits only 
a particular class or section of people, cesses may, in 
such cases, be levied upon the direct beneficiaries only. 

Question No. 10. 

No comments or suggestions. 

Question No. 11. 

The net surplus earned by State undertakings should 
ordinarily be used for re-investment, if necessary, and 
for financing development projects. 

Incidence of Taxation 4 

Question No. 13. 

• b =V rden if heaviest in the middle income brackets 

m the cities and towns, and low in the case of peonle liv- 

fronfland 31 areas and derivin £ their income particularly 
Question No. 14. 

the p , as t few years the*high prices of agri¬ 
cultural products and higher wages have increased the 
of cultivators and industrial workers relatively 
m,? re , th an that of persons in the middle income brackets 
bf dfn °f taxes has therefore fallen more heavily 
on this class vis-a-vis cultivators and factory worker^ 

Question No. 15. 

Yes. 

Question No. 16. 

.Yes. The actual burden is roughly equal to the 
difference between the gross money burden paid in the 
form of taxes, direct and indirect and the vflue of ser! 
vices received free from Government or other public 

uDnn S ihJ n ta ther 1 Y° r t d ®i’ ^ e net burden depends not only 
are spent. * collect ed but also upon the ways taxes 

Taxation and Economic Development 
Question No. 18. 

-toSX;*" 1 * *° t " atta ln ^ ° f 

Question No. 19. 

The degree of importance to be assigned may be 

(a) prevention of tax avoidance and tax evasion 

(b) economy and rationalisation in expenditure 

(c) development of non-tax revenue. 

(d) fresh taxes. 

(e) higher rates of existing taxes. 

Question No. 23. 

Question No. 35. 

based. Thereto oftaxatfofrnav* vT tiflc must be hroad 
ing some important sources of revenuffi^lf ad <?' 

Fees > Agricultural Income-tax PrSftiof ete m6nt 

Question No. 36‘. 

Yes. 


Taxation has perhaps reached its limit in our country. 

P° ssible if national income la 
increased through better and fuller utilisation of em¬ 
ployable resources at present lying under-employed and 
unemployed. 

PART II—INCOME-TAX 

Question No. 57. 

o ( ,iLY es - n The Co-operative Societies should be liable to 
the 'exemption is continued it 
enterprises reStr ^ C ^ *° certaih categories of co-operative 

s , ince the re ceiPts from rent are utilised 
h? repayment of the loans taken by the 
Th ? s ? ci eties which have not taken such loans, 
troataj 0me * d ®rived by them by way of rent should be 
£® at ® d as income from property assessable to Income- 
l hls respect there should be a differentiation 
“"Partnership housing societies and 
other types of housing societies. 

(iii) No comments. 

Question Ne. 60. * 

Yes. 

Question No. 61. 

Yes, item (c) would be preferred. 

Taxation of Companies and Shareholders 

Question No. 80. 

Yes. 

Question No. 125. 

J&Na Sales-tax should not be extended to services 
because tax on services amounts to a tax on profession! 

(a) No, because the Bill is in respect of services pure. 

(b) The goods part of the bill should be taxed under 
for reasorfaf ffi® abSSf" *** ° f 14 should be tax-free 

« wb ® 1 |, “ 35 , £ 

manufacture a specific item and is put to auction o? 

untSfpaidSW?.8&"i2S “ Ve r “ e *” 

Question No. 136. 

1 Question No. 127. 

igWfiit 

ofre^er25 

problems beyond admferatlve fes “3?° toV0lV8 * 



Question No. 128. 

(a) Yes. 

(b) Sale of petrol is a thoroughly organised system 
and the system applicable to recovery of tax on petrol 
can be extended to sale of other goods. 

Question No. 129. 

(a) Alternative (i) is the most preferable owing to 
administrative convenience and least inconvenience to 
trade. 

As for (b), (c) and (d) the questions can be answered 
on the basis of experience which this State has not as 
yet had in the matter of Sales-tax. 

Question No. 130. 

Higher rate for luxury articles and such other whose 
sale the State would want to discourage and lower fates 
for goods whose sale it is intended to 1 encourage or 
protect. 

Exemption is not a necessary policy from the fiscal 
point of view. The governing principle should be eco¬ 
nomic desirability. 

Question No. 131. 

The system, rates, exemption etc., relating to Sales- 
tax in various States should be left to the States them¬ 
selves until the entire States Tax structure becomes re¬ 
gulated by the Centre. 

• 

Question No. 132. 

There is already a substantial uniformity of exemp¬ 
tions in the matter of Sales-tax in all States. 

Question No. 133. 

The question substantively involves interpretation of 
the provisions of Article 286 and the law authorities 
would be the proper persons to answer. 


Question No. 136. 

Under the Excise Regulations 1915, the Chief Com¬ 
missioner is already empowered to impose or alter the 
duty of such rate or rates as h'e thinks fit either gene¬ 
rally or for any special area on any exeiseable articles 
imported or exported, transported or manufactured in 
this State. Hence the question of vesting the powers in 
him does not arise. 


PART IV—AGRICULTURAL INCOME TAX, LAND 
REVENUE AND IRRIGATION RATES 


Questions Nos. 143 and 144. 

In this State the Ryotwari system of land tenure is 
not prevalent nor is such a system likely to be introduced 
in any part of the State. The question of considering 
the land revenue policy for such a tenure does not, 
therefore, arise. 


Question No. 145. 

(i) In calculating the assets of a village the benefit 
to be derived from the irrigation works executed there¬ 
in, should be accounted for. 

(ii) Wherever the farmers have effected permanent 
improvements by self-help and enhanced production 
they should be allowed special rebate, say, at least 5% 
more than the general rate determined. 

(iii) The basic prices to be adopted for working out 
the ijfiir rent rates should be based on the average of 
the prevailing marked rates during a number of normal 
years and not the controlled rates. 


Question No. 146. 

Levy of a surcharge on the old rates is the only 
feasible step. In order to reduce the disparity, the rate 
of surcharge should be determined, keeping in view 
crops grown, size of holding permanent improvement 
by self-help and the incidence of Revenue assessed at 
different times. 

Question No. 147. 


Question No. 134. 

Yes. The remedy lies in not taxing inter-State sale 
transactions. 

Excise 

Question No. 135. 

(a) No comments. There ought to be uniformity in all 
States as regards duty on exeiseable articles. There are 
ijo policies operative in this State involving relinquish¬ 
ment of excise revenue in full or in part. 

(b) The rates, of duty on alcoholic liquors and medi¬ 
cinal and toilet preparations are as under:— 


This question does not arise in this State. 

Question No. 148. 

In such cases, the rent of revenue rates prevailing in 
the neighbouring areas of the State may be applied to 
such tenants with such suitable modifications as may be 
necessary. 

The probelms may be tackled as follows:— 

(i) (a) The assessment of revenue may be made at 
a flat percentage of the pre-abolition rent. If the rent 
is paid in cash, little difficulty would arise in assessing 
land revenue but if it is paid in kind then it may be 
commuted into cash by applying the rent rates prevail¬ 
ing in the neighbourhood. 


(i) Alcoholic Liquors. 
Country spirit. 


(b) The State or the occupants, who would benefit by 
such abolition and would be acquiring proprietory 
Per L. P. Gallon rights, should pay the compensation. 

Rs. As. 


Gur spirit i 
Mohwa spirit 
Molasses spirit 


16 o 1 

16 o J 

17 8 


(ii) Some survey and field record will be indispensa¬ 
ble. Other data such as market rents etc. may be obtain¬ 
ed from the neighbouring area having almost similar 
conditions. 


Indian made Foreign Liquor. 


On spirits ..... Rs. 31/14 per L. P. G. 

(Public) 

On Beer.RS./ 12 /- per Im- 

erialgall. 

Noes.—In the case of Military, Tank duty is charged at the Ate of 
R«. per L, P, G, on spirit if indented throug Canteen Store .Depot 
otherwise full duty viz. Rs. ai/14. per L. P. Gallons. 


(iii) This can be met with by giving a short training 
before the start of actual record operations. Further 
the trained staff already working in the settled areas 
of the State can be transferred to do this work and their 
places can be filled by newly trained personnel. 

Question No. 149. 


(ii) Duty on preparations containing spirit. 


(a) Medicinal preparations 


(b) Non-medicinal essences and medicinal 

preparations which might be used for 
other than medicinal purposes. 

(c) Toilet preparations and perfumery 


R*. 5 per L. P. G. of 
their spirit con¬ 
tents. 

Rs. 17 / 8 /per L. PG. 
of their spirit con¬ 
tents. 

Rs. 17 / 8 /per L. P. G. 
of their spirit con¬ 
tents. 


There is no tendency to put alcoholic liquors on the 
market in the guise of medicinal perparations. Medical 
and Toilet preparations containing alcohol are not 
manufactured in this State. No comments as regards 
Central Government’s proposal to enact a law for the 
levy of uniform rates of excise duty on Medicinal pre¬ 
parations etc. 


No change in principles of assessment will be neces¬ 
sary. 

Question No. 150. 

(i) Alienations in favour of charitable institutions 
should continue. 

(ii) There should be no concession in land revenue in 
any of these cases. 

(iii) No comments required. 

* 

Question No. 151. 

<i) Assessment on such land should be made at a 
higher rate. This will check the tendency to use agri¬ 
cultural land for non-agricultural purposes. 

(ii) Such lands should also be assessed at higher rate. 

(iii) No assessment should be made on such lands. 



Question No. 152. 


Question No. 158. 


The existing administrative machinery for the collec¬ 
tion of the land revenue is quite adequate but difficulty 
arises when the energies of the- staff 'are diverted in 
various other functions. There has ‘been growing ten¬ 
dency to enlarge functions of the Revenue staff and if 
“Development” or “Extension” duties are to be given 
without curtailing some of their duties, efficiency 
of revenue collection and administration is bound to be 
affected adversely. 

Question No. 153. 

There has been no such case so far in this State. 

Question No. 154. 

(i) The basis of levy of land cess should be land 
revenue. 

(ii) It should be a flat rate. 

(iii) (a) Only to the extent that this amount could 
be utilised under the control of the Government machi¬ 
nery. 

(b) It would be in the fitness of things if the cesses 
are utilised for the benefit and good of those from 
whom they are recovered. The amount would be more 
usefully spent if it is utilised in improving sanitary 
conditions in the villages providing prompt ^ and free 
medical aid, development of village, improvement works, 
such as constructions of wells, embankments, roads etc. 
etc. 

(iv) This question does not relate to this State. 

Irrigation Rates and Betterment Tax 
Question No. 155. 


It should be in relation to the cost of maintenance of 
the tank. 


Question No. 159. 

So far as this State is concerned, there do not exist 
tube wells, but in case, they are undertaken the above 
replies need no modification, excepting .that the rate of 
charges will have to be determined on different basis 
and' provisionally for a period of 3 years in the initial, 
stage. 


Question No. 160. 

In cases where an irrigaton work is of such a nature 
that its water supply is always inadequate to give full 
irrigation and its cost of maintenance is inconsequential, 
it would be desirable to have a consolidated rate of 
land revenue including the water rate. 

Question No. 161. 

The scope for any surcharge is very limited.: The 
rainfall is precarious and the State is always subject to 
the vagaries of monsoon. The State is devoid of stable 
sources of irrigation and hence its power of resistence 
to droughts is extremely limited. The holdings are 
■generally very small and pressure of population on Idhtf 
is more than enough. Thus, there are no prospects for 
the imposition of any tax. 

Question No. 162. 

The Stamp Duty In this State is principally realised 
on sale and mortgage of properties, bonds and agree¬ 
ments etc. 


It is recommended that only two taxes may be 
levied:— 

• (i) a betterment levy representing a portion of the 

increase in the value of land, and 

(ii) and irrigation rate for the water actually sup¬ 
plied. 


Question No. 163. . 

(a), (b) & (c) There is no Stamp Duty on transac¬ 
tions in forward market in this State. Generally all for¬ 
ward transactions are verbal. The question of rates, col¬ 
lection and evasion and the effect of taxes in respect 
of A and B on the forward business does not therefore 


Question No. 156. 

Up to one eighth. 

It should be assessed on the annual rental value of 
the holding benefited, and should be collected in easy 
instalments spread over a number of years and the 
machinery collecting the land revenue can be best em¬ 
ployed for its recovery. 

The recovery should be done after the incremental 
value has been realised. This would cause no hardship 
to those for whose good the project is brought into 
existence. 

Yes. 


arise. ; 

Question. No. 164. 

No taxes are collected in the shape of stamps. Enter¬ 
tainment Tax is collected by the Ajmer Municipality in 
the form of special stamps printed and supplied by that 
body to the Cinema owners against cash payment. 

Question No. 166. 

The net total income by the sale of Court Fee and 
Copying Fee Stamps for the last three years is as 
follows:— 

Income 


Such an earmarking would be in the interest of the 
rural population and would be a constant source of 
benefit to them in as much as paucity of funds will 
never come in the way of any betterment project that 
may be thought for them. 


Year Rs. 

1950- 51 . . . . . . . . 2,68,341 

1951- 52 • • • • • • ' • • N 2,80,434 

1952- 53 ........ 2,68,114 


Question No. 157. 

(i) ' In case of new works (tanks) the irrigation rate 
should be only in the nature of an adequate charge for 
water supplied, but in case of old works, there is scope 
for additional levy up to the extent of 20% of the exist¬ 
ing rates. In case of new works the charges should not 
exceed beyond 25% of the existing charges for the same 
class of works (tanks). 

Note: —In this State, the only source of irrigatkta other Jhan individual well, 
are the tanks. 

(ii) In this State it is desirable to have the rates fixed 
on basis of the quantity of the water supplied. The 
tanks are of varying capacity. The largest tanks, when 
full, will irrigate both the harvests and the cultivators 
can obtain ' from them both the crops. The smaller 
tanks even in the most favourable years contain water 
barely sufficient for irrigation of kharif crops. There¬ 
fore, the rates have to be different for different - cate¬ 
gories of tanks. 


The total figures of expenditure on the judiciary for 
the last three years are as under:— 


Income 

Years Rs. 

1950- 5 1 • • • « ■ • • • 3,88,579 

1951- 52 . . ..3,89,736 

1952 - 53 .. 3,96,033 


PART V—OTHER TAXES (CENTRAL AND STATE) 
Question No. 168. 

At present the tax on motor vehicles is levied by the* 
local bodies but the Motor Vehicles Taxation Act has 
recently been passed by the State Legislative Assembly 
which will come into force very shortly. This will en¬ 
able the State Government to levy the tax. 


(iii) As the capacity of the tanks is subject to fluctua¬ 
tion, it is only reasonable that water rate fixed on the 
irrigational capacity of the tank is also revised at regu¬ 
lar intervals. Such a revision should be considered after 
every 20 years. 


Question No. 169. 

From the proceeds of the - Motor Vehicles Tax, a, 
reasonable amount will be given to the local bodites dS 
gr'ant-in-aid in order to maintain the roads etc. 


(iv) Such concessions are always healthy in achieving 
the object that may be in view i.e. if production of a 
particular crop is in view, a concession raising that crop 
generally helps in its increase acreage and production. 


Question No. 170. •* ’ ' 

No comments. 

Taxes on the consumption or sale of Electricity. 







Question No. 176. 

As electricity is generated in this State by Diesel 
Engine as compared to steam engine on other methods 
in other States and the cost is very high, therefore no 
tax is recommended on the sale of electricity in this 
State at present. 

Question No. 177. 

(a) As the cost of electricity generated in this State 
is very high no tax has been recommended. However, 
electricity has been included under the proposed Sale 
Tax Act. Hence, the question of distinction _ between 
electric energy used for fans and lights does not arise. 

(b) The question does not arise. 

Question No. 178. 

Due to the reasons mentioned in the reply to questions 
176-177 above the tax if levied on the users of indus¬ 
trial current will effect the general public adversely 
hence no tax is proposed for the use of electric power 
for industrial purposes also. 

Question No. 179. 

There are no proposals for taking over the electric 
production by this State, the question does not arise. 

Question No. 180. 

No duty has been proposed on electric for this State 
the question of uniformity between other States does 
not arise. 

PART VI—LOCAL TAXATION 
Question No. 185. 

Kindly refer to the answers below. 

Question No. 186. 

The following taxes should be included in the State 
List:— 

“Item No. 89 of the Union List.” 


Naturally if the proposal of fresh taxation is made, 
public should have enough opportunity to send objec¬ 
tions, if any. There are no unnecessary conditions im¬ 
posed on the power to levy tax. If the Government is 
of the view that the taxation is unfair in its incidence 
or is detrimental to the interest of the general public, 
it may call upon the Municipality on a. complaint being 
received to remove the cause of the complaint. In this 
connection vide section 78 of the Ajmer-Merwara Muni¬ 
cipal Regulation (VI of 1925). The State Government 
has also power to exempt in whole or in part from the 
payment of any such .tax imposed under setcion 96, any 
person or class of persons or any property or description 
of property. District Board at present has no power to 
levy any other tax except Cess and Capitation tax. 
The State Government may pass legislation for recover¬ 
ing the tax. The Government of Ajmer has done in 
two cases with regard to Entertainment and the Vehicle 
and Toll tax. 

Question No. 195, 

No such contingency has arisen. 

Question No. 196. 

No comments to offer. 

Question No. 197. 

Local Body should be encouraged to increase their 
non-tax revenues by entrusting public utility concerns 
j? their management assisted by substantial loan facili¬ 
ties guaranteed by Government at low rate of interest. 
Moreover, when nationalisation or provincialisation is 
undertaken, the interests of the local bodies concerned 
should be carefully examined. 

Question No. 198. , 

Yes, it is a fact that Local Bodies sometimes do fail 
te make full use of the tax resources available to them. 

I would agree that they should use their powers of 
taxation fully before receiving further grants-in-aid as 
means of adding to their resources. 

Question No. 199. 


The recommendation of Local Finance Enquiry Com¬ 
mittee may be considered as also the views of Shri R K 
Sidhwa expressed by him in this behalf as President of 
All India Local Bodies Conference, 1953, Madras. 

Question No. 187. 

Consideration to be taken into account in judging the 
suitability of a tax for purposes of Local Taxation may 
ordinarily be as under: 

1. Whether it is going to be substantive source of 
revenue. 

2 . Whether it is going to have any adverse effect 
on anjr trade carried on in a local area. 

3- Whether the ultimate incidence of taxation 
would be within reasonable limits. 

4. Utility of tax revenue yielded by the tax in terms 
of service rendered to the locality. 

5. Convenience of the tax-payer with a view to 
decide whether the levy of tax would be direct 
or indirect. 

6 . Whether avoidance of multi-point taxation. 

population 7 ° f 3 1CVy °! tax payable b y n ° aiin S 

In case of Rural Boards and Panchayats Octroi or 
terminal taxes would not be suitable. The possibility of 
levying capitation tax toll tax etc. on the occasion 
of fairs may be considered. 

Question No. 188. 

194 ‘ indly re * er to * be answer to questions Nos. 189 to 

Question No. 189. 

jgsswksss s srffls 

cloSd)! rman ° f L ° Cal Bodles ot A inier State (copy en- 

Question No. 190. 

There are hardly any. 

Questions Nos. 191 to 194. 

Municipal° Regufatioi? (vTot 1925) when^^T ®/ 3 
taxation is St'SJto be^Sy^ 


The proposals stated at (ii) (a) and (iii) would be 
economised where the tax has to be shared between the 
State Government and the Local Body. In cases when 
the additional source of taxation is assigned to a Local 
Body and the revenue yielded is wholly to be appropriat- 
ed for the purposes of that Local Body, the proposal 
mentioned at (i) is recommended. 

Question No. 200. 

A mme rational system correlating the different taxes 
on the basis of annual rental value is recommended. In 
c , a P ltal val F e as a basis grave complications 
and difficulties, would arise in the matters of valuations 
made from time to time. 

Question No. 201. 

Kindly refer to reply to Question No. 200. 

Question No. 202. 

Committed WUh the VieWS of the Local Finan ce Enquiry 
Question No. 203. 

„ Principles suggested by way of questions in the 
paragarph are recommended. Of course the levels of 
exemptions and extent of remissions would vary accord- 
, to , tb f circumstances obtaining in relation to each 

io?, d T' t Pr °i Per u 6S i ^ b elon g in £ to charitable and 
educational trusts should be exempt and so also proper¬ 
ties dedicated for religious purposes. Properties belong¬ 
ing to co-operative housing societies need not be given 
any concession. Full relief by way of remission in case 

thnt* a anS C i. e r s , h0 v. uld be a l lowed - are of the opinion 
that any relief by way of exemption from property tax 

^° uld not be very attractive an inducement to encoux- 

commended Such exemptions are not re- 

Questidn No. 204. 

No. 

Question No. 205. 

Corporations, Municipalities and Panchavat* otn 
should be allowed to levy property tax. The P ow£s 
and conditions should so far as may be uniforSi 

Question No. 206. 

Taxes levied by local bodies are usually not recover 
able as arrears of land revenue. Adequate provision 
must be made to make them so recoverable? p lon 



Question No. 207. 

Properties referred to should not be made an excep¬ 
tion to the normal, rule. They should be liable to taxa¬ 
tion at par with other properties. The rates of levy and 
collection etc. should also be in uniformity with those 
relating to other properties, 


Question No. 208. 

The system of collecting local fund cess by the Reve¬ 
nues Administration is satisfactory. 

(i) In Ajmer District Board’s Act a maximum rate of 
4 i pies per rupee of land revenue has been prescrib¬ 
ed. This is ridiculously too low. 

(ii) There is only one cess which is not earmarked 
for any specific purpose- The District Board is required 
to make a contribution to the State Government for pur¬ 
poses of Education while no education cess ought to be 
allowed in addition to a general cess. 

(iii) The cess is not effected by remissions and sus¬ 
pensions of land revenue in the State of Ajmer. 

(iv) There is only one cess and which is also very * 
low as suggested, already cesses for specific purposes 
besides a general cess at an enhanced rate recommended. 
This is all the more necessary in view of the facts that 
Gram Panchayats are shortly going to be established 
in this State. 


Question No. 209. 

It would be difficult to suggest whether upon a com¬ 
parison the Octroi or the terminal tax would be an 
improvement over the other. Either of them would be 
suitable and acceptable in different conditions of circum¬ 
stances. The revenue derived from Octroi dispite the re¬ 
funds allowed would definitely be larger than that would 
be by terminal tax in the case of Municipalities of not 
very big cities like Bombay, Calcutta and Delhi for bigger 
cities terminal tax would be suitable as it eliminates 
that part of administrative expense as may relate to 
refunds. In smaller and middle sized towns octroi sys¬ 
tem would be more appreciated in view of the facilities 
of refund on exports. In such cases terminal tax would 
not he liked because in view of the comparative smaller 
imports the reduction in rates of terminal tax will not 
be sufficient enough so as to reduce it to the same levels 
as in the case of big cities. This will not only have bad 
psychological effect but will also effect the trade of 
the area adversely. The above observations deal with 
Nos. (ii) and (iii) also. The Octroi and terminal tax 
system should be considered as mutually exclusive sys¬ 
tem. Any attempt to combine both the systems would 
prima facie bring about disparities between the rates 
for different Commodities and would also involve ad¬ 
ministrative complications. 


Question No. 210. 

The first part of question if replied in negative. The 
second part does not arise. As regards the third part 
of the question the suggestion does no doubt have the 
attractive features of eliminating a complete admini¬ 
strative unit employed for the collection of Octroi of 
terminal tax and consequently the cost of that unit is 
also saved. But it would be a matter of detail as to how 
sales tax operates in different States how it affects 
Manufacturer’s Sales and what should be the rate of 
surcharge to be employed shall be a matter to be con¬ 
sidered in relaton to each local body. Further Sales tax 
has always been a matter of litigation and controversy 
and accordingly the surcharge would also be subject to 
all appellate and revisional orders. This would render 
the present non-controversial method of taxation into 
one of controversy and would require adjustments on 
account of appellate order etc. This will involve com¬ 
plications which would be more difficult than to carry 
on the present methods. 


Question No. 211. 

Does not arise. 

Question No. 212. 

No suggestions to make. 

Question No. 213. 

It depends upon the commodity and conditions obtain¬ 
ing the market in the area of each local body. In the 
State of Ajmer a mixed system of levying octroi ad va¬ 
lorem and by weight or by numerical quantities is 
working satisfactorily. There are no special difficulties 
experienced. 

Question No. 214. 

No. 

Question No. 215. 

No. 

Question No. 216. 

It would be more suitable to describe this tax as 
visitor’s tax. It would be desirable to encourage the 
adoption of this tax by other local bodies. 

Question No. 213. 

Toll tax should be a local tax. 

Question No. 219. 

(a) The taxation suggested should be local taxes. 

(b) Local. 

Question No. 220. 

We do not agree. In our opinion the levy of a profes¬ 
sion tax should be a local tax. Yes, in cases of local 
boards nothing further to add. 

Question No. 221. 

This tax is not tried in this State. The levy of theatre 
tax should be encouraged. 

Question No. 222. 

Betterment taxes may be levied where necessary but 
only after taking due cognisance of the capacity of tax¬ 
payer. 

Question No. 223. 

None. 

Question No. 224. 

None at present. 

Question No. 225. 

• None at present. 

Question No. 226. 

Does not arise in our case. 

Question No. 227. 

None. 

Question No. 228. 

The idea is welcome and can best be suited for Dis¬ 
trict Boards and Gram Panchayats. 



MEMORANDUM VI 


Progress under Five Year Plan during 1951-52, 1952-53 and the first quarter of 1953-54 


The State of Ajmer has been allotted a sum of 
Rs. 157-10 lakhs for the quinquennium beginning from 
1851-52. The distribution of the overall allocation 
amongst the various development departments of the 
State- Government is as follows : — 

fcs. in lakhs 

Agricultural Department . . • • 48-40 

Animal Husbandry Department . . • 9 " 60 

Co-operative Department ..... n-,fi 

Medical Department ..... 

Education Department . 

Forest Department. 

Public Works Department—Roads . 

Irrigation ..••••• 

Total 


37-89 

15- o 

10-62 

15-90 

”•33 

157-io 


The Five Year Plan of the State Government includes 
some of the development schemes already being run as 
Post-war Reconstruction Scheme or G.M.F. Schemes as 
well as certain schemes which are being taken up afresh. 

The salient features of the various schemes and the 
progress made undei 1 each of them is indicated m the 
following paragraphs : 

1. Agricultural Department 

The following are the schemes in the Plan of the 
Agricultural Department. The total allotment of _ each 
scheme for the quinquennium and the expenditure in¬ 
curred during the first two years and the first quarter 
for 1953-54 is given against each: — 

(Rs. in lakhs). 


Allotment Expenditure incurred 

for 5-year-— 

period 1951-52 > 952-53 1953-54 

1st quarter 


Administration and Extension.—Organisation of the Central Office of the Agricultural 

o -45 




Education'and Training.—Establishment of a Central Farm and a Subsidiary Farm . 
Land Development and Reclamation.—Land Reclamation Schemes . 

Minor Irrigation-well Sinking Scheme. 

5-38 
3-60 , 
17-34 

1-50 

2-77 

o* 14 

Manures and Fertilisers— 

1. Town Compost Scheme . . . 

2. Distribution of oil cakes and fertilisers 

3. Village Compost . . . ... 

2-54 I 
•63 V 

3 ' 17 

0-43 

0*02 

O’ 12 

0*36 

0*01 

0*01 

0-08 

Seed Schemes—Distribution of improved seed. 


4‘37 

o -49 

0*40 

O* IO 

Other Schemes— 

(i) Palmgur Development. 

(ii) Crop Competition . . ' . . - 

(iti) Plant Protection . . .. 

(id) Publicity of G.M.F. Drive.. 

(d) Crop Cutting .....••••■ 
hi) Registration of Model farms • 

(on) Vegetable and quick growing fruit trees. 

(out) Area Estimation Survey .. 

i" 06 
•84 

q- IO 

•78 
• 12 
•83 
•48 
•88 

•• 

O* I* 

2*63 

0*01 

0*01 

o* IO 

0*82 

0*01 

0*02 

0*07 

14-09 

14-09 




Total 


48-40 

5-33 

4-48 

0-41 


The yearwise targets fixed under the various schemes are as under : — 


Name of the Scheme 


(1) Well sinking scheme : 

(a) By compressor . . • 

(b) By taccavi . .. 

(2) Composting town refuse into manure : , . 

(a) Distribution of compost manure in towns. 

(3) Distribution of oil-cake and chemical fertilisers : 

(a) Groundnut oilcake in tons. 

( 4 ) Amonium sulphate in tons.. 

(e) Superphosphate in tons. 

(d) Flood meal in tons . . . 

(4) Distribution of improved seeds : 

(a) Wheat in maunds. 

( 4 ) Barley in maunds. 

(c) Gram in maunds . . .. 

(, d) Maize in maunds .. 

(e) Jowar m maunds. 

(/) Bajra in maunds. 

(5) Palm Gur Development : 

(a) Production of Palm gur by trainees in maunds at Trainig Centre 
( 4 ) Production of Palm gur in mds. by independent producers 

(6) Plant Protection Scheme . • • ■ 

(7) Crop cutting experiments .. 

(8) Publicity of Grow More Food Drive ..... 

(9) Crop competition scheme . • • 


1951-52 

>952-53 

1953-54 

> 954-55 

1955-56 

Nil 

400 

400 

400 

400 

425 

650 

650 

650 

65O 

15,000 

15,000 

15,000 

15,000 

15,000 

73-7 

18 

18 

18 

l8 

50-0 

65 

80 

90 

100 

io-o 

20 

20 

20 

20 



20 

20 

20 


44.998 

8,991 

10,000 

10,000 

10,000 

9.998 

23,976 

12,500 

13,500 

14,600 

8,000 

12,987 

9,000 • 

9,000 

10,000 

2,999 

13,986 

6,300 

6,300 

6,300 

3,998 

20,970 

8,300 

8,300 

8,300 

999 

2,997 

2,000 

2,000 

2,000 

5 ° 

50 

50 

■ 50 

50 

350 

250 

250 

350 

350 


To control pest and diseases. 

To conduct crop cutting experiments on wheat. 

To do publicity in whole of the State. 

To hold competition on Jawar, Bajra, Maize, Wheat, 
Barley and Gram. 



























3*/ 



Actual achievement of targets in each year is as 
follows : — 

(1) Well Sinking Scheme—(a) By Compressor—The 
number of wells deepened by means of compressor 
machines during 1951-52, 1952-53 and first quarter of 
1953-54 is as under : — 

1951-53 .35* wells. 

«95*-53, • • • • • *99 wells. 

1st quarter 1953-54 • • • .88 wells and 6 Panghat 

wells. 

(b) By Taccavi. —A sum of Rs. 3,27,150 was advanced 
as taccavi loans to the cultivators for sinking of 123 new 
wells and deepening of 359 old wells during the year 

1951- 52. The loan which was to be advanced during 

1952- 53 was distributed in the months of April to June. 
The amount thus distributed during these three months- 
was Rs. 1,56,375 for deepening of 442 old wells. 


During 1951-52 field rats were reported to be causing 
damage to both Rabi and Kharif crops and about 4,25,733 
rat burrows were treated with rodenticides. At places 
it was observed that the damage is on extensive scale 
in as much as 60 to 70 per cent of the crop was found 
damaged bv the attack of the field rats. 


In all about 505 officials and non-officials in the State 
have been trained in the locust control work. This State 
being in close proximity with the desert area of Rajas¬ 
than is often subjected to the locust attack. During the 
year 1951-52 about 35 swarms visited the State out of 
which 16 swarms settled during the nights. Burning with 
machine and dusting insecticides was done to destroy 
them and not a single swarm was allowed to develop 
from the hoppers. 


1952-53.—During this year the State was visited in 
October by a large number of flying locust swarms. 
Effective anti-16cust measures were adopted with the 
result that the whole area cropped was saved. 


(2) Composting of Town Refuse into manure. —The 
quantity of compost transported to the cultivators field 
through the Government Departmental Trucks, from 
the Municipal Trenching ground during 1951-52 and 
1952-53 and 1st quarter of 1953-54 is as under: 

Year Quantity of compost 

manure. 

1. 1951-52 • • . . 6,141 tons. 

2 . 1952-53 • • • • ' • • 9.044 tom. 

3. 1st quarter 1953-54 .... 4,296 tons. 

(3) Distribution of oilcake manure and chemical ferti¬ 
lizers. —The quantity of oilcake, ammonium sulphate and 
super-phosphate distributed to the cultivators for manu- 
rial purposes through the various Government Seed 
Stores of this State during the year 1951-52, 1952-53 and 
1st quarter of 1953-54 is as under:— 



1951-52 

1952-53 1953-54 

(1st quarter) 


tons 

tons 

tons 

(a) Groundnut oilcake . 

4 *o 

a-33 

0*165 

(b) Ammonium Sulphate 

. a6-o 

24-5 

6* 08a 

(c) Superphosphate 

7*07] 

ft 

0*175 

( 4 ) Distribution of Improved Seeds. —The quantities of 
seeds distributed to the cultivators during 1951-52 and 
1952-53 are as under : — 

SI. No. Name of seed 

1951-52 

Mas. 

1952-53 
. Mds. 

1. Wheat . 

. 

3,372 

5,688 

2. Barley 

. 

12,436 

14,234 

4. Gram . . 

. 

3 , 4 ° * 

11,107 

4. Maize . 

, 

2,999 

11,606 

5. Jowar . . . 

. 

1,916 

17,712 

6. Bajra 

. 

2,650 

805 


(5) Palm Gur Development Scheme.— The quantities 
of palm gur and its products produced during 1951-52 
1952-53 are as follows : — 

1951-52 (Gur) . (i) 17 maunds 19 srs. of palm gur by the 
• trainees at the Date Palm Gur Training 

Centre, and 

(it) 53 mds. of palm gur by the independent 
producers. 


In this State mango, guava and citrus trees have been 
observed to be attacked by the pests like aphids, beetles 
caterpillars .and virus diseases like shletering of guava , 
trees against virus diseases, large dusting on mango 
against hoppers and spraying on citrus trees against the 
leaf curl of citrus were done. 

The pest ‘katra’ is particularly serious during the 
rainy season. The months are destroyed by laying light 
traps near the fields. 

About l,996| mds. of Jower, 820$ mds. of Barley in 
1951-52 and 15,887 mds. of Wheat seed were treated with 
Agroson G.N. against the attack of seed borne diseases. 

During the 1st quarter 1953-54 about 494 bighas of 
land was treated with rodenticides against the attack of 
field rats. In all about 32,714 rat burrows were treated. 
In addition to the above 225 fruit and other timber trees 
etc., were treated against the attack of white ants.’ About 
13 bighas of vegetables were treated against the attack 
of aphids lacewing bugs and red pumpkin beetles. 
Mango trees extending over an area of about 4 bighas 
were also treated against the attack of Mango shoot 
borers. Chillies which showed signs of attack by various 
diseases over an area of about 4 bighas were also treated 
with B.H.C. 5. Survey for Jowasa weed was also carried 
out and it was found infesting about 1,787 bighas of 
cultivated land. It is estimated that all the treatments 
brought approximately a saving of about Rs. 4,101 only. 
There was heavy egg laying of locusts in about 22,000 
acres of land during the month of July, 1953, but no 
damage was caused to the crops due to successful 
destruction of the hoppers at the time of their hatching. 

« 

2. Animal Husbandry Department 

An allotment of Rs. 9,60 lacs has been made for the 
development schemes of the Animal Husbandry Depart¬ 
ment. The allocation made to each of the schemes and 
the expenditure incurred during the first two years and 
a quarter of 1953-54 is given against each : — 

(Rs. in lakhs) 



Allotment 
for 5 year 
period 

Expenditure incurred 

1951-52 1952-53 1953-54 

1 . Key Village Scheme . 

• 

4*79 

0*07 

O' 12 

O'02 

a. Ram Breeding Scheme. 

i*74 

•• 

• • 

• • 

3. Mass Immunisation 

3*07 

.. 

# , 

,, 

Scheme. 





Total . 

9 * 60 

0*07 

O' 12 

O'02 


1952-53 (Gur) . (») 148 mds. of palm gur by the trainees 
at the Date Palm Gur Training Centre, and 

(**) 433 “ids. of palm gur by the indepen¬ 
dent producers. 

1 st Quarter (Gur) (i) 84 lbs. of palm gur by the trainees at the 
• training centre, and 

(**) 1,925 lbs. by the independent producers. 


( 6 ) Plant Protection Scheme. —During 1951-52 15 
centres covering 625 villages were fixed for the distribi 
tion of insecticides and dusting machines. The tots 
infested area was 47,561 acres and practically all thi 
area was dusted and saved from the ravages of Phadk 
pest. It is estimated that during the year 1951-52, 1 35 11 
mds. of foodgrams equal quantity of fooder, and 6,29 
Sf," * er produce all approximately worth aboi 
Rs. 35,72,074 were saved from the ravages of this pes 
About 61 seers of egg mosses were also dug out froi 
the ground. 

46—2 T. E. Com. 


At present there is only on scheme in progress under 
the Five Year Plan, viz., the Key Village-Cum-Arti- 
flcial Insemination Scheme at Beawar. 

This scheme was started on 2nd December, 1951, but 
actual work could not be started before January, 1953, 
because the Veterinary Assistant Surgeon appointed 
under the scheme, first remained occupied with the 
fodder procurement duties and later on was sent for 
training in Artificial Insemination work at the Indian 
Veterinary Research Institute, Izatnagar. The progress 
achieved during the period from January to July, 1953 
is as follows : — 

(i) Village selected: 

(a) 3 key villages consisting of 8 villages and 
the* Beawar Gowshala have been selected. 
The total number of adult milch cattle 
(cows and buffaloes) is about 2 , 000 . 

(b) One Artifical Insemination Centre has been 
set up at Beawar. 








(li) Breeding Policy: To upgrade the local ‘Wewara’ 
cattle with superior germ plasm of the Hariana 
bulls. Buffaloes will be covered with the 
‘Murhah’ breed of buffalo bulls. 

'iiil Number of bulls at stud—6. 

(iv) Number of collections of semen made from the 
bulls (no buffalo bull has so far been purchas¬ 
ed)—46. 

(v) Number of insemination done on cows—49. 

(vi) Natural services performed by bulls—26. 

(vii) Number of castrations performed—147. 


Miscellaneous work. —Propaganda is being made in 
the villages on cattle management, better feeding, control 
of contagious diseases, etc. 


Hecalcitrant owners are being brought round to take 
advantage of the superior bull service. 


cated as follows. Expenditure incurred under each of the 
Schemes is also shown against each: — 

(Rs. in lacs) 


Allotment Expenditure incurred 
of 5 yr. during 

period- 


Education and Training— 
Training of staff . 

Farming Schemes—Land 
Mortgage Banks 
Other Schemes— 

1. Multipurpose Co-op. "1 
Societies Scheme 3-67 1 

1-29 ( 

2. Weavers Societies . J 


1951-58 1952-53 1953-54 
istQurt. 




•09 ~ 

0*012 

•• 

3 '°i 

• • 

0*005 

4-96 •• 

0*011 

0-013 

8-36 .. 

0*023 

0*013 

\ 


Live-stock Improvement Act is under the .considera¬ 
tion of the State Government. 

A Disease Control Act has been promulgated in the 
State but the rules thereunder have not yet been made. 
Steps are being taken to frame thees rules on the lines 
of similar rules made in the Punjab. 


Ram Breeding Scheme. —It is proopsed to purchase 
Bikaneri rams from the trading areas of Rajasthan for 
distribution amongst the stationery flock-owners in the 
State on 75 per cenfc subsidy for improvement of the 
quality of wool in the State. The scheme could not be 
taken up for want of qualified hand for the post of 
Sheep Supervisor. One of the Veterinary Assistant 
Surgeons of the Animal Husbandry Department, has 
been trained in sheep and wool husbandry and has been 
appointed as Sheep and Wool Supervisor. Work is being 
taken up in full swing shortly. 


Mass Immunisation Scheme. —Rinderpest is the viru- 
lant of all the cattle disease as it affects practically all 
type of ruminants, sheep, goat and bovines which form 
about 98 per cent of total live-stock population of the 
State. Checkmating of rinder pest on mass scale by the 
application of lapisised vaccine is the main object of 
the Scheme. The Scheme will be taken up when a Cen¬ 
tral laboratory for manufacture of vaccine on mass scale 
is set up by the Government of India. 


Since the Key Village Scheme is being financed, sepa- 
ratey by the Government of India, a scheme for the 
opening of ten fully equipped Veterinary Hospitals in the 
State has been to the Government of India, Planning 
Commission and the Ministry of Food and Agriculture 
for approval recently. It involves an expenditure of 
Rs. 6.83 lakhs spread over a period of five years. The 
question of taking up the scheme is being considered. 


The achievement of work is as follows : — 

(1) Training of staff. —In 1952-53 two officials viz, the 
Assistant Registrar, Co-operative Societies and an Ins¬ 
pector of the Co-operative Department were sent to 
Poona for training conducted by the Reserve Bank of 
India. They have returned from training. 

(2) Land Mortgage Banks. —There is one Mortgage 
Bank in the State. It is proposed to start 50 Land Im¬ 
provement Societies during the next two years, 20 during 
1953-54 and 30 during the year 1954-55. Appointment 
of Inspectors has been made under the scheme and 
preliminary work has since started. 

(3) Multipurpose Cooperative Societies Scheme. —It is 
proposed to organise 375 Cooperative multipurpose 
societies within a period of 5 years. These societies are 
expected not only to meet the flinancial needs of their 
members but also to supply necessaries of life at reason¬ 
able price. The total expenditure on the staff for running 
the scheme and total subsidy to be given to the Societies 
will amount to Rs. 3-67 lakhs. , An amount of loan of 
Rs. 7.50 lakhs is required as loan to be advances for 
the working of these Societies. Sanction of the Govern¬ 
ment of India to the loan is awaited. 

The department has already taken steps towards the 
implementation of this scheme by discouraging forma¬ 
tion of single-purpose societies and conversion of 
Credit Societies into multipurpose ones. Thus there are 
now 166 Multipurpose Societies under this head. As soon 
as Government loan is made available and full staff for 
their organisation and supervision is appointed steps to 
implement the scheme further will be taken. 

(4) Weavers Societies.— There are 20 weavers Coop. 
Societies engaged in the profession of weaving in the 
State. It is proposed to set up Provincial Organisation to 
foster the growth of weavers Coop. Societies by making 
a Federation. The sanction of the Government of India 
to the grant of loan under the scheme has not yet been 
conveyed. 


3. Co-Operative Department 

The total cost of schemes, as approved by the Planning 
Commission is Rs. 8.36 lacs. The amount has been allo¬ 


4. Medical Department 

The medical department has been allotted Rs. 37-89 
lakhs in the Five Year Plan. The following schemes are 
included in the Plan. Expenditure incurred is also given 
against each of the schemes: — 


(Rs. in Lacs) 


III. Hospital and Dispensaries— 

1. Reorganisation of Victoria Hospital . 

2. Establishment of T B. Clinic ..... 

. Establishment of Secondary Health Centre at Beawar . 

k. Establishment of Primary Health Units 

6. Improvement of Existing Dispensaries 

. Mobile Dispensary, Kekri ..... 

7. Provincialisation of King George V Maternity Home, Ajmer 

8. Taking over of Mrs. Gidney Zanana Hospital, Kekri . 


Total 

IV. Other Schemes : 

1. Ambulance Car Units . . . . . , , 

2. Grant-in-aid to Cantonment General Hospital, Nasrabad . 


Expenditure incurred during 



1951-52 

1952-53 19; 

53-54 



ISt ( 

Juarter 

7-29 

1*01 

o-86 

0-47 

3 - 4 i 

o -55 

0-96 

0*02 

6-20 


0*01 

0-06 

3 ' 4 ° 

0-15 

o* 17 

0*04 

4'52 

o -39 

1*21 

0*22 

1-38 

0.09 

0.09 

0.01 

i -75 

o-16 

0-30 

0-09 

0-28 


0*01 

28-31 

2-35 

3-61 

0-91 

0-19 

0*02 

0-03 

0*01 

0-52 

... 



0*71 

0*02 

0-03 

0*01 


Total 








Expenditure incurred during 


i95t-5 a 1 95 a *53 


1953-54 
i st Quarter 


3. Public Health : 


(i) Administration Headquarters health organisation and strengthening of Civil 

i ‘73 

0*05 

o*o6 

0*02 

Surgeon’s Office, Ajmer. 

(ti) Education and training. 

None 



... 

{Hi) Water Supply and Drainage . • • * • 

(i») Anti-Malaria Scheme 

6* 10 

o-88 

0-94 

0* 18 

' (») Other Schemes: 

B. C. G. Vaccination. 

1*04 

0*06 

O* 22 

0*04 

Total 

8-87 

o-99 

1*22 

0*24 

Grant Total—Medical and Public Heatlh , 

37-89 

3 - 3 6 

<D 

CO 

i*i6 


All the above schemes were post-war schemes and 
were later treated as part of the Five Year Plan. 

Hospital and Dispensaries 

1. Reorganisation of Victoria Hospital, •Ajmer-~The 
Scheme was intended to strengthen the staff of the 
Victoria Hospital and to provide certain accommodation. 

The following additional staff was appointed in 1949-50 
and is being continued on a year to year basis : — 

(1) One Lady Additional Civil Surgeon. 

(2) The Civil Assistant Surgeons, Grade II. 

(3) Three Nursing Sisters. 

(4) Ten Trained Nurses. 

(5) One X-ray Technician. 

(6) One Lab. Technician. 

(7) Four Sweepers. 

(8) One Dhobi. 

The following extension works have also been com¬ 
pleted :— 

(1) Construction of a Block of Kitchen Pantry and 
Store. 

(2) Construction of drivers and cleaners quarters. 

(3) Incorporating south west end from Verandah into 
Nurses duty room. 

(4) Construction of 2 T.B. wards into fracture wards. 

(5) Construction of Dhobi quarter, washing ghat 
and water trough. 

(6) Construction of a store godown. 

(7) Raising and construction of compound wali on 
north, east side boundary of the Victoria 
Hospital, Ajmer. 

(8) Construction of 2 quarters for 2 Civil Assistant 
Surgeons, Grade II. 

(9) Construction of Matrons quarters. 

The work regarding construction of 48 Nurses Hostels 
at Ajmer is in progress. 

2. Establishment of a T.B. Clinic— For providing ade¬ 
quate relief for T.B. sufferers it was proposed to estab¬ 
lish a T.B. clinic to work in close cooperation with the 
Madar Union Sanitorium. This Scheme was originally 
submitted in 1945 as post-war scheme but was sanctioned 
in 1949-50 and the following staff was sanctioned which- 
is continuing on a year to year basis. 

1. Medical Officer-cum-Radiologist. 

2. One X-ray technician (to be appointed after in¬ 

stallation of a separate X-ray plant). 

3. One Health Visitor. 

4. Two Ward Attendants. 

5. One Sweeper. 

A separate building for T.B. Clinic was constructed 
during 1952-53 at a cost of Rs. -36 lacs. This building has 
however, been considered suitable for the Clinic due to 
its unsuitable site and is to be the Centre. A new build¬ 
ing is proposed to be made available for it. 

Besides the Clinic, 32 beds at the Madar Union Sani¬ 
torium for free treatment of poor T.B. patients of this 
State against an annual subsidy of Rs. 48,000 since June, 
1949. 


3. Establishment of Secondary Health Centre at 
Beawar—It was proposed to establish a Secondary 
Health Centre at Beawar on the lines of Shore Com¬ 
mittee report with a hospital of 50 beds to be ultimately 
developed into 100 bedded hospital at new site at Beawar. 
The sanction of the Government on this behalf has not 
yet been received. However, since the existing Bawar 
Hospital of 45 beds being ill-equipped and under-staffed 
and the financial position of the Dispensary Fund which 
is at present running it, being unsatisfactory, the Govern¬ 
ment have agreed in principles to provincialise the 
hospital and provide certain additional staff as detailed 
below : — 

1. One Medical Officer, I/C in the rank of Addi¬ 

tional Civil Surgeon. 

2. One Lady Civil Assistant Surgeon, Grade I. 

3. One Civil Assistant Surgeon, Grade II. 

4. One Nursing Sister. 

5. Five Trained Nurses. * 

6. Three Compounders. 

7. Four Ward Attendants. 

8. Two Midwives. 

9. Four Sweepers. 

10. Two Watermen. 

11. One Lower Division Clerk. 

12. One Cook. 

The Government, have however, sanctioned only one 
additional Assistant Surgeon Grade II, and two com¬ 
pounders in .December, 1952, for the present. A sum of 
Rs. 1 lac has been provided for construction of the 
hospital building and health centres at Beawar, Jawaja. 
Saradhna etc. It is proposed to construct the building 
during 1953-54. 

4. Establishment of Primary Health Units. —In the 
original scheme which was submitted in 1946, it was 
proposed to establish Primary Health Units according 
to the Bhore Committee Recommendations at Sardhana, 
Bhinai, Kekri, Jawaja and Srinagar, but subsequently 
when it was found that the funds allotted for Medical 
and Public Health Schemes were insufficient the number 
of such units were reduced to three to be established at 
Bhinai, Saradhna and Jawaja. The scheme contemplates 
the opening of 3 dispensaries at Saradhna, Jawaja and 
Srinagar and talking over of dispensary at Bhinai from 
the District Board. 

The Government of India sanctioned in 1949-50 the 
Units at Saradhna and Bhinai with the following staff 
for each unit which are continued on a year to yeai 
basis: 

1. One Civil Assistant Surgean, Grade II. 

2. Two Compounders. 

3. One Midwife. 

4. Two Ward Attendants. 

5. One Water man. 

6. One Sweeper. 

At Bhinai there was already one Civil Assistant 
Surgeon Grade II, and one compounding which posts have 
since been merged in the above staff. In 19S3-54 it is 
proposed to establish similar units at Jawaja and Sri¬ 
nagar with the same staff for which provision has been 
made in the Budget Estimates for 1953-54. 



5. Improvement of existing Dispensaries .—This scheme 
was prepared in 1946 under which the existing 8 district 
dispensaries Masuda, Kamsar, Sawar, Todgarh, Pushkar, 
Pisangan, Deoli, Kekri have been taken over by the 
Government in 1949-50 as the financial position of the 
Dispensary Fund which was maintaining these dis¬ 
pensaries was unsatisfactory. The following staff has 
been provided which is being continued on a year to 
year basis. 

1. One Civil Assistant Surgeon, Grade II. 

2 . One Compounder. 

3. Eight Midwives. 

4. Seven Ward Attendants. 

5. Eight Watermen. 

6 . Eight Sweepers. 

7. Three Cooks. 

8 . Three Chowkidars. 


Seven Civil Assistant Surgeons, Grade II, seven com¬ 
pounders and one Ward Attendant of Government were 
already working in these dispensaries. 

Staff quarters at Sawar and Ramsar have been con¬ 
structed. The work regarding construction of quarters 
at Pushkar, Todgar and Pisangan are in progress. Staff 
quarters at Masuda, Deoli and Kekri will be constructed 
during 1954-55. 


6 . The Mobile Dispensary Units .—This Scheme en¬ 
visages the establishment of 2 travelling dispensaries to 
provide medical relief to the areas which are at remote 
places in the interior of the districts. 

The expenditure on the scheme is Rs. 1-38 lacs. 

(Rs. in lacs) 

(i) Staff • • • • • . • • • 


Other Schemes 

(a) Ambulance Car. Unit .—This Scheme was submitted 
to the Government in 1946. It was proposed to provide 
two Ambulance Cars one at the Victoria Hospital, Ajmer, 
and the other at Beawar Hospital for bringing seriously 
ill patients from anywhere in the district. The Govern¬ 
ment have sanctioned only one such car for Victoria 
Hospital, Ajmer in 1950-51 with one driver and one 
cleaner which is working. 

(b) Additional Grant-in-aid to the Cantt. General 
Hospital, Nasirabad .—It is proposed to give the follow¬ 
ing additional grants for improving this Hospital : — 

1. Rs. 7,500 being 50 per cent of the cost of addi¬ 

tional staff. 

2. Rs. 10,000 for additional equipment and furni¬ 

ture. 

3. Rs. 5,000 being 50 per cent of the cost of con¬ 

struction of one additional ward of 10 beds. (50 
per cent on account of items 1 and 3 to be met 
by the Cantt. General Hospital) Government 
have sanctioned Rs. 1,100 under this scheme 
during 1952-53 as a grant-in-aid to the Hospital. 

Public Health 

(a) Headquarter Health Organisation and strengthen¬ 
ing the office of the Civil Surgeon, Ajmer .—The scheme 
was submitted to Government in 1946. In the original 
scheme it was proposed to designate the Civil Surgeon 
as Director of Public Health Services and to provide 
under him one Deputy Director of Public Health Services 
and one Assistant Director of Maternity and Child 
Welfare with necessary Public Health and Ministerial 
staff. Since it was not considered necessary to have such 
a high paid staff in this small stage the scheme was 
partially abandoned. - 

The following staff was sanctioned for the office of the 
Civil Surgeon in 1949-50 : 

- 1. Two Upper Division Clerks. 


(ii) Cost of 2 Mobile Dispensary and other charges . *72 

(Hi) Capital Expenditure . . . . .38 


Total . 1.38 


One such dispensary has since started in 1949-50 with 
the headquarter at Kekri. 


The following staff has been provided and is being 
continued on a year to year basis. 

1. One Civil Assistant Surgeon, Grade II. 

2. One Compounder. 

3. One Ward Attendant. 

4. One Driver. 

5. One Cleaner. 


The other unit with headquarters at Beawar with 
®kme staff has been sanctioned by Government in July 
1953 and the staff will be engaged in receipt of the van' 
The question of obtaining a van for the purpose is under 
correspondence with the Government of India, Ministry 


2. One Lower Division Clerk. 

3. One Overseer. 

Subsequently posts of one Upper Division Clerk and 
one Lower Division Clerk were kept in abeyance in 1951 
as a result of economy drive, but these have now been 
restored during the year 1952-53 as it was not found 
possible to cope with the heavy work. 

(b) Anti-malaria Organisation .—The scheme was also 
submitted in 1946 but was not sanctioned till 1949. Full 
strength of the staff in the original scheme was also not 
allowed. Only the following staff has been sanctioned, 
which is being continued on a year to year basis. 

1. One Malaria Officer. 

2 . One Assistant Entomologist. 

3. One Overseer. 

4. Six Malaria Inspectors. 

5. Three Insect Collectors. 

6 . One Laboratory Technician. 

7. One Mechanic. 

8 . One Driver. 

9. One Peon. 

10 . One Chaukidar'. 


7. Provmciahsation of the King George V Memorial 
Maternity Home— The Maternity Home besides render¬ 
ing valuable Maternity and Child Welfare' Service is im¬ 
paling Dia Training according to the modern scientific 
methods. The institution was so far running by a Fund 
but great difficulties were being experienced in finding 
money for implementing major improvements to bring 
the Home upto a satisfactory standard of efficiency It 
was therefore taken over by the Government in July, 

lflfrl With th<a pvictin a e+oflP 


8. Takmg over of Mrs. Gidney Zanana Hospital, Kekri 
—ihe Hospital was so far running on fluctuating dona 
tions and grants and was not as such working satis¬ 
factorily. The Government have, therefore, taken it ovei 
from October, 1952. The Kekri Dispensary has beer 
shifted in the building of this hospital and the necessary 
staff has been sanctioned. 

The post of Civil Assistant Surgeon, Grade II, I/C 
Government Dispensary, Kekri has also been upgraded 
to the rank of Civil Assistant Surgeon, Grade I to bf 
incharge of both the Institutions. ’ 1 b 


11. One Sweeper. 

One additional driver was sanctioned in 1951-52 and 
■one Lower Division Clerk and one laboratory attendant 
have been sanctioned this year. 

Due to lack of staff, the activities of the organisation 
were limited to the Ajmer and Kekri Sub-Divisions. It 
has, however, been proposed to extend its activities to 
the Beawar Sub-Division also in 1953-54. 

The proposal for the construction of a building for the 
Anti-Malaria organisation during 1953-54 has not been 
accepted by the Government of India. 


(c) a.C.G. Vaccination .—Under this scheme it was 
proposed to start B.C.G. Vaccination Campaign in this 
State with the assistance of WHO/UNCIEF. 


The work was actually started in April, 1952 as a 
qualified doctor was not available earlier. During the 
year 1952-53 four technicians have also been sanctioned. 

_ One Jeep Car and other material, viz., Vaccine and 
"•C-G- Kits etc. have been supplied by the WHO/, 



The B.C.G. team has completed its work in the v illag es 
of the Community Project area. This work took 4 months 
during which a population of 1,08,000 was covered. Of 
these more than 50,000 persons were tuberculin tested 
and a vaccinated thereby protected from the scourage 
of Tuberculosis. 


APPENDIX ‘F’ 


5. Education Department 


An allotment of Rs. 15 lakhs has been made for Edu¬ 
cational Development Schemes included in the Five 
Year Plan as follows : — 

1 . Construction of new buildings for Government 
Primary Schools. 

5-o 

2 . Opening of additional optional subjects (Commerce 
and Agriculture) at the Government Bethem High 
School, Kekri and extension of Buildings. 

0-85 

3 . Construction of new bldgs, in rural areas (Middle 
School). 

5-25 

4 . Opening of post-graduate classes in Commerce, 
Mathematics, Physics and Chemistry. 

a-95 

5 . Improvement of physical education and develop¬ 
ment of social recreational activities. 

o-95 

* 

* 5-00 


Independently of the schemes mentioned above, Basic 
and Social Education Schemes are also being run since 
September, 1950. 


The schemes under the Plan have not been taken up 
as yet, and no expenditure has been incurred so far. 


The progress made under the Basic and Social Educa¬ 
tion Schemes so far is as follows : — 

Basic Education 


Year 

No. of new Basic 
schools 

No. of Govern- No. of 
ment Pry. Schools teachers 


Boys 

Girls 

Boys 

Girls 


1950-5* 

• 65 

30 

27 

3 

*30 

*95*-52 

. 85 

30 

20 

10 

*45 

*952-53 

. 65 

**5 

97 

18 

180 

Total 

• 215 

*75 

*44 

3* 

455 


Social Education 

Number of Social Centres in the State at Ajmer is as 
under : — 


No. of Social Centres 
started 







(Boys 

Girls) 

*950-5* 

• 


• 

50 

(40 

10 ) 

* 95*-52 

• 

• 

• 

50 

(40 

to). 

*952-53 

• 

• 

• 

900 

(889 

**) 




Total 

. IOOO 

969 

3 * 


The number of schools and social centres exists in 
which the Community Project area is as under: — 


1950 to 1953 Basic . 

Middle 
High . 


Existing 

number of Schools 


New 

Schools 

Opened 


Social Centres 
Opened 


Boys 


, 3° 
5 
3 


Girls 

6 


35 

I 


187 plus 6 Centres 
run on voluntrary 
basis in Community. 
Project. 


_ During the year 1953-54, 3 Middle Schools and 3 

Prl J”?f^5 ch 2. 0] £ h , ave been raised to the Status of High 
and Middle Schools respectively. Out of this one High 
School (Pisangan) and one Middle School for girls 
(Pushkar) are in the Community Project Area. 

• ^1 Hasic Schools will be opened and 85 existing 
single-teacher Basic Schools converted into double¬ 
teacher ones on receipt of the administrative sanction 
from the State Government. Out of this number of new 
schools about 214 will be in the Community Project 
Area. Moreover, the number of social centres will also 
be increased by 125 out of which 14 centres will be 
located in the Community Project Area. 

The total allotment for Basic and Social Education 
schemes for the Five Year period and the expenditure 
incurred on them so far is as follows : — 



Total 

Expenditure incurred 

during 


Allotment 

*950-5* *95*-52 *952-53 

*953-54 

1 . Basic Education 

70-15 

5 '*8 6-84 

*•73 

2. Social Education 

*4-98 

00 

in 

o -18 


Social 


«95o-5* . . 

*95 *-52 
1952-53 

*953-54 (*st Quarter of) 


i,ooo"j Adults to be brou- 
2,000 >ght under social Edu- 
30,000 J cation. 

Included in 52-53 asthe session 
commences from Huly. 


Actual Achievement of Physical Target 
Basic 


1950 - 5 * 

*951-52 

*952-53 


2 , 500 'j Children brought 
3.500 >• under basic insti 
8,000 J tutions, • 


14,000 


Social 


*950-5* 

*95*-52 
*95*-53 
*953-54 (*st Quarter...) 


Year-wise 

Physical Targets 

Basic 

*950-5* 
*95*-52 
*952-53 

. ' 

• 



1,250 J 
1,825 S- 
9,643 J 

• 

. 4,000' 

Children to be brou- 
“ ght under basic in¬ 
stitution. 







» 

5,000 j 






12,718 


Adults brought 

under Social 

Education. 


Included in 1952-53 as the 
session commences from July. 


Progress. Targets achieved so far are satisfactory. 





OD* 


6. Forest Department 

The following Forest Development Schemes form part 
of the Five Year Plan : — 


The expenditure involved on each of them during the 
5 Year period and the expenditure incurred is indicated 
against each :— - 

(in Lakhs) 


Allotment Expenditure incurred during 

for 5 year-—- 

period 1951-58 1952-53 1953*54 

1 st Quarter 


* 


1 . (i) Extension of forests to hilly tracts • 

(it) Formation of village forests • ••••••' 

2 . Communications ... •••••• 

3 . Buildings ... • _ .. 

4 . Forest nurseries and plantation . . • . • • • 

5 . Training of staff .. 

Total 


o -14 
0-90 
1 * 09 

•25 

•24 


10-62 0-93 


1-31 0-27 


Only Schemes Nos. 1, 2 and 5 have so far been imple¬ 
mented. The progress made under each is as follows. The 
nature of work being similar, both schemes 1 and 2 are 


being implemented simultaneously and as such no distin¬ 
ction between the two schemes has been made. 


Scheme No. 1 & 2. 


(All figures in Acres) 


Year 

Area to be surveyed 

Area to be notified. 


Targets 

Achievements 

Targets 

Achievements 

1951-52 

1 , 57,000 

47,804 

40,000 

21,282 

1952-53 

50,000 

3i>9 10 

30,000 

7.789 

Scheme No. 5. 

Year 


Personnel trained 




Rangers 

Forest Officers 



Nil 

Nil 


1951-52 







2 


1952-53 





1953-54 


One sent last 
year is continuing 




The progress of achievements is not in accordance with 
the targets mainly because of the vehement opposition 
by villagers, lack of cooperation by public leaders on 
account of vested interests and cropping up of legal 
issues. The forest department is however doing its best 
to solve difficulties. 

7. Public Works Department 

Road Works. —An allotment of Rs. 15.90 lakhs has been 
made for the development of roads works in the Five 
Year Plan. 

The following twelve works had been approved by the 
Government of India, Ministry of Transport, for being 
implemented under the Five Year Plan : 

1. (a) Constructing of metalled road from Pushkar 

to Ganehera. 

(b) Improving Ganahera Nand Section. 

(c) Improving Nand Pisangan Section. 

2. Construction of metalled road from Makhupura 

to Hatundi Road. 

3. Construction of two causeways along Makhupura 

Hatundi Road. 

4. Construction of Anasagar Circular metalled road. 

5. Improving Nasirabad Ramsar Road. 

6 . Improving Ramsar Barel Road. 

7. Improving Beawar Masuda Bandanwara Road. 

8 . Improving Mangaliawas Pisangan Road. 

9. Improving Bandanwara Tatoti Sarana Road. 

10. Improving Bijainagar Deolia Nagola Road. 

11. Improving Road from Beawar town to Beawar 

village. 

12. Making a metalled road from Bithur via Rajgarh 
to Saradhna 

The works of constructing Anasagar Circular Road 
and improving road from Beawar town to Beawar 
• Village Road have been suggested by the Government 
of India, Ministry of Transport, to be excluded from the 


perview Of the five rear r-ian. ii nas>, mciduic, 
decided not to take them. The work regarding improv¬ 
ing road from Beawar Town to Beawar village had been 
completed from Famine funds and it has been decided 
to delete the scheme from the plan. 

The works to be taken up under the plan are therefore 
as follows: — 

1. Improvement to Pushkar Pisangan Road. 

2. Construction of 2 causeways along Makhupura 

Hatundi Road. 

3. Construction of a road from Makhupura Hatundi 

Road. 

4. Improving Ramsar Barel Road. 

5. Improving Ramsar Nasirabad Road. 

6 . Improving Beawar Masuda Bandanwara Road. 

7. Improving Mangaliawas Pisangan Road. 

8 . Improving Bijainagar Deolia Nagola Road. 

9. Improving Bandanwara Tantoti Sarana Road. 

10. Construction of a metalled road from Bithur via 

Rajgarh to Saradhna. 

11. Semi grouting and coaling coat of Nasirabad 

Deoli Road. 

The works mentioned below have been completed : 
Expenditure incurred on each of them is given against 
each : — 

1951-52 1952-53 1953-54 
0-83 

0-20 0-22 


(a) Construction of a metalled road 
from Makhupura to Hatundi. 

(b) Construction of two causeways 
along Makhupura Hatundi Road. 

The following works are in progress— 
(i) Improving Pushkar Pisangan Road 
(if) Improving Mangaliawas Pisa¬ 
ngan Road. 

(Hi) Semi grouting and coaling coat of 
Total 


0-40 


0-02 

0-09 


0-03 

0-05 


o-6o 


i -16 0-08 
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Irrigation works .—An allotment of Rs. 11.3 lakhs has 
been made for irrigation works. Originally the follow¬ 
ing irrigation works were selected for being taken up 
under the Plan— 


1. Lakhan Tank Ki Rapat 

Rs. in lakhs 

0*12 

2 . Lolela Tank .... 

0-40 

3 . Kaya Ka Chowra 

>•03 

4 . Three Rapats near Jethana 

0-50 

5 . Kalesra Tank .... 

. . . 2-27 

6 . Narayan Sagar at Jalia 

. . 3-00 

7 . Vijainagar Tank 

. . 0-98 

8 . Unforeseen works (Bhanwanikhera 

and Bithur 3-03 

Tank). x 

Total . 11 • 33 


3. Estimate of resources to finance the Plan. 

The State of Ajmer is a Centrally administered area. 
Prior to the coming into force of the Part C States Act, 
1951, all expenditure over the schemes of the State 
Government used to be borne by the Centre. Now the 
State has a separate consolidated fund from the Year 
1952-53 but a major part of the expenditure in the State 
Budget still continues to be met by he Centre. 

No special steps has been taken to raise any resources 
for the Five Year Plan particularly, but following 
measures for increase in the State Revenues are under 
consideration: 

1. Introduction of Sales Tax. 

2. Enactment of Motor Vehicle Taxation. 

3. Introduction of Entertainment Tax. 


The works of Kalesra Tank, Bhavani Khera and 
Bithur Tanks were completed from last famine funds - 
and they have been deleted from the plan. The realloca¬ 
tion of the allotment of Rs. 11.3 lakhs is as follows : — 


4. Actual realisation of these resources in the light of the 
expenditure so far incurred. 

Does not arise in view of the reply to it No. 3 above. 


Rs. in lakh 

(a) Lakhan Tank Rapat . . . . . *15 

(b) Lolela Tank . . # * 33 

(c) Kaya Ka Chawra . ... . • • 1' °3 

( d ) Rapats near Jethana village . . . . o-10 

(<) Vijainagar . . . . . . . 1 • 07 

(f) Narainsagar . . . . . . • * 5 '°° 

Total . 17-68 


A sum of Rs. 6.35 lakhs more would be required for 
execution of these works. 

The following schemes are in progress. 


Works 

Expenditure during 

>958-53 >953-54 

1 . Construction of Lolela Tank 

Rs. 

Rs. 

7.456 

2 . Construction of Kaya Ka Chowra 

•• 

87,379 

3 . Jethana Rapat . . 

•• . 

703 

4 . Construction of Lakhan Tank Ki Rapat 

2,722 

5,445 

Total . 

2,722 

40,983 


A Note on the Five-Year Plan 

1. Note on the Five Year Plan. 

A note giving salient features of the various develop¬ 
ment schemes included in the Five Year Plan as also pro¬ 
gress made under each of them during the 1 st two yeas 
is enclosed. \ 

' 2. Total Estimated expenditure. 

The estimated expenditure over the Plan during the 
Five year period is as follows : — 

Rs. in lacs. 


1. Agriculture Department - ..... 48-40 

2. Animal Husbandry Department . . . . 9-60 

3. Cooperative Department . . . . 8-36 

4. Medical Department . . . . . 37 '89 

5. Education Department.15-00 

6. Forest Department . . . . . . 10-62 

7. Public Works Department— 

1. Roads . . , . . . . . I 5 ' 9 ° 

2. Irrigation . . . . . . . 11 '39 


Total . 157-10 


5. Actual expenditure on the Plan as compared with 
the estimates originally drawn: 

Expenditure proposed Actual expen- 
in the Five year Plan diture 


I95I-58 >952-53 «95«-52 «95*-53 


Agriculture Department 

10-45 

13-16 

5 ’24 

4*48 

Animal Husbandry De¬ 
partment. 

2*45 

2-79 

•07 

• 12 

Cooperative Department 

1-46 

>'43 

•• 

•02 

Medical and Public Health 
Department. 

6-10 

7.77 

3-36 

4-86 

Education Department , . 

•• 

3-64 

* • 

• • 

Forest Department 

> * 24 

2-26 

‘93 

>‘3> 

P. W. D. litigation Roads. 

1-83 

2-25 

* 6 l 

I* l 6 


6 . Total extent of the expenditure on non-Plan Develop¬ 
ment. 


The following schemes are being taken up indepen¬ 
dently of the Five Year Plan. Expenditure thereon dur¬ 
ing 1951-52 and 1952-53 is indicated against each. 


Education Department. 


>95>-52 

>952-53 

1 . Basic Education 

- 5, >7,656 

6 , 83,564 

2 . Social Education .. 

57,789 

1,14,339 

Animal Husbandry Department. 


1951-52 

1952-53 

I. Gowshala Development Scheme 

>9,372 

>9,377 

2 . Poultry Development Scheme . 

. 19,606 

>9,39® 

3 . Training of staff 

. 2,800 

950 


6 . What are the resources available for the next five 
year plan assuming that Plan is ,going to be of the 
same extent as the present one for the State. 


This aspect of the question has not been considered 
so far. Ajmer State being a Centrally administered area 
it is expected that major part of the next Five Year 
Plan would also bfe financed by the Centre. 

















BHOPAL 


Memoranda of the Bhopal Government to the Taxation Enquiry Commission 


MEMORANDUM II 


General Note on Local Taxation 


(i) General Property Tax. —In Bhopal Municipality, 
property tax is levied only on houses on rent. This 
means that out of 11,000 houses, only 4,000 are taxed, 
the rest escape taxation. This is not fair, and in view of 
the principle that the burden of taxation should be uni¬ 
form, this practice of having taxes on rental houses has 
to end. The will bring to the Municipality Rs. 60,0d0 
per year. 


The recoveries under the property tax actually range 
between 80 to 85 per cent per year, while in local bodies 
in England, the recoveries are 90 per cent. In Bhopal, 
people try to evade property tax as much as they can. 
The reason for non-realisation of the total assessed 
house tax is also due to the fact that the committee 
of members appointed by the Board to dispose of objec¬ 
tions against the assessment of house tax takes long 
time, sometimes the decisions are held up even after 
the period of assessment of 5 years is over. This power 
should either be exercised by a Government Officer or 
an officer of the Municipal Board. Elected members who 
are keen to have the popularity should not be vested 
With the power to decide financial matters in which 
they incur popular displeasure and- therefore cannot 
decided things in an impersonal manner. The Local Taxa¬ 
tion Enquiry Committee has suggested the institution 
of regional board for this purpose, having in mind a 
similar precedent in England. This is not, however, 
possible in India, as we have got a Federal form of 
Government split up into different States, regional board 
for a State is a possibility, but again this will be another 
item of expenditure, and therefore a feasible method is 
the exercising of power by the permanent officials either 
of the Government or of Municipal Board. In Madras 
Corporation, there is a Government official to decide 
these objections, and he is assisted by the Chief Exe¬ 
cutive Officer of the Corporation in this respect. 

The power of the Municipal Board to levy house tax 
on all houses is an indication of the cost of efficient and 
proper provision of amenities to the citizens. As in Bom¬ 
bay, the Government should amend the Bhopal Muni¬ 
cipalities Act by inserting a clause that if a Local Body 
fails to levy a tax when it is needed for the supply of 
necessary facilities to the Citizens, the State Government 
shall issue a notice to the Municipality to levy such a 
tax and it will the duty of the Municipality to comply 
with this directive. 


(n) Service Taxes. —In Bhopal Municipality only water 
rate is in force. Drainage, conservancy and lighting taxes 
are not imposed. Expenditure on these items is recouped 
to a small degree by the Government grant, but to a 
great measure, the burden of expenditure falls on the 
general revenues. The water supply service is self- 
supporting. 


(iv) Octroi and Terminal Taxes. —Only Octroi is im¬ 
posed within the Bhopal Municipal limits. Schedule of 
rates have revised thrice between 1948—52. Though 
Octroi has an adverse effect on commerce and industry, 
and its incidence on the poor is hard, it is easier to col¬ 
lect, and people do not make uproar about it. This is 
the mainstay of Municipal Finance. With the imposition 
of sales tax by the State Government, if it is at all done 
m future, the masses will be hit hard. 


(ik) Theatre Tax. —No Theatre tax as such is imposed', 
but the Municipal Board has the power to prescribe fees 
for entertainment within the Municipal limits. As. 8 
per day is collected from each of the cinema houses. 
Wherever a circus or a theatre comes, it is assessed to 
entertainment fees normally between Rs. 15 to Rs. 20 
per day. 

(xi) Betterment Tax.—' This is a rational tax because 
the general tax payer should be reimbursed for the funds 
that are spent on the improvement of areas which 
results in the enhancement of the property value of 
those localities abutting on the improved areas. However, 
the local Acts will have to be amended by the Govern¬ 
ment if the imposition of this tax is considered neces¬ 
sary. j 

Non-Tax Revenue 

Under the directive principles of the constitution of 
India, the spirit of the functions of the local bodies 
has increased considerably. The raising of the standard 
of living of the people, provision of proper nutrition 
and environment call for greater effort and greater 
resources on the part of the local bodies. For the above 
purpose, under the Constitution, the State means the 
Local authority also. Further under the Five Year Plan, 
it is stressed that the local enthusiasm should be mobilis¬ 
ed for constructional works. Besides this, as Gianchand 
has pointed out in his book “Local Finances in India” 
40 per cent of the expenditure of local bodies in England 
is met out of the Government grants. For giving grants- 
in-aid to local authorities, a formula on the lines in 
vogue in England has to be followed. This formula is 
given in “English Local Self Government” by Finer. 
This formula aims at assessing the ways and means of 
a local authority, its necessity of work upto the barest 
national minimum, assessment of age groups, road mile¬ 
age, and the meeting of expenditure by the Govern¬ 
ment, if the local authorities follow the principle of 
self-help by exploiting the taxable resources to a reason¬ 
able degree. Government is, therefore, to include the 
schemes of local bodies in Five Year Plan and subsidise 
wholly or in part the schemes to be put up by the local 
bodies. Slump clearance also comes for such arrange¬ 
ment. 

Special grants to the Bhopal Municipality during the 
years 1952-53 on Water Supply and Drainage were given 
by the Government amounting to Rs. 50,000 and 
Rs. 1,35,000 respectively on the basis of the Five Year 
Plan. During the year 1953-54 further special grants have 
been given on Water Supply and Drainage amounting to 
Rs. 3,80,000 and Rs. 3,30,000 under Five Year Plan. 
Except for the special grants as indicated in the foregoing 
note, the grant has remained static during the last 5 
years ranging between Rs. 1,57,000 to Rs. 1,62,000. 
Government gives Block grant and it is spent by the 
Municipal Board after the sanction of the Government 
usually on roads, lighting, and other permanent health 
measures like anti-malaria. 

Details of Expenditure 

The cost of administration has gone up due to revision 
of scales of pay and D.A. Another item of increase in 
expenditure has resulted on account of more expenditure 
being incurred on Lighting, Water Supply, Drainage 
and Roads. 


(vii) Taxes on Vehicles, animals and boats. —The pri 
gressive increase in income is due to the enhancemei 
of Motor Tax and an imposition of a new tax on the sa: 
of cattle, on the one hand, and the keeping of catti 
on the other hand, within Municipal limits. The tax o 
motors is collected on behalf of Municipality by th 
Transport Authority of the Government, and that is nc 
only the saving of expenditure by the Municipality bi 
rt also results in the timely collection of the motor 1 ta: 
this practice is recommended to be adopted by a 
Municipalities. They may, of course, pay some allow 
ance to the clerks of the Motor Transport Authority 
for doing this work. It is understood that the Bomba 
Corporation was making a similar move. On the sale c 
cattle, the buyer and seller have to pay one nice pe 
^P? 6 to the Municipal Board. A new tax for'keepin 
cattle within Municipal limits has been imposed, and th 

per cattle per year. The incom 
is Rs. 10,000 from this source. 


Replies to Questions 
Question No. 185. 

(a) Generally it is satisfactory but some amendments, 
major and minor in character, are to be made in the 
I.ocal Acts. 

(i) Entertainment tax should form part of local Taxa¬ 
tion and its transfer from the state list to list of Local 
Taxation is suggested for the obvious reason that these 
are the Local Bodies which cater to the needs of the 
users of the entertainment. The State Government has 
not to incur any expenditure for the justification of 
which it realise entertainment. If it is to maintain law 
and order, it may be said that it is the primary duty 
of the State Government. 

(ii) Betterment Tax— It is to be introduced afresh 
in the list of taxes to be recovered by Local Bodies. Its 
justification being that the improved property should 
pay, to some degree, the cost of improvement. 



(b) The actual operation of the system of House Tax 
collection is hurdled with the interference of the elected 
members. There should be a provision in the Local Acts 
that if the members interfere with the actual operation 
of collection, they will be liable to be removed. Further, 
the power to decide objections against assessment should 
be given either to a Government official or to a perma¬ 
nent official of the Municipal Board and not to the 
members who exercise nepotism in the decision of these 
assessments. The members usually make inadvertent 
delays in deciding objectipns against assessment and, in 
Bhopal, objections remain pending even after the period 
of assessment of 5 years is over. This is highely objec¬ 
tionable and far from desirable. 

Question No. 186, 

Betterment taxes are recommended to be included in 
the State list to be transferred to the Local Bodies. 
Terminal tax on goods or passengers carried by railway, 
sea or air, should be transferred to the State list as 
passengers coming to the cities must pay for the cost 
of .the Municipal services. 

Question No. 187. 

Entertainment tax is to be recovered by Local Bodies 
because Local Bodies supply all services for the users 
of entertainment. Betterment taxes are also to be re¬ 
covered by Local Bodies because it is out of local funds 
that the value of property is enhanced. Similar is the 
case with the Terminal Tax. 

Question No. 188. 

Under the Bhopal Municipalities Act the imposition 
of a tax by a Municipality is subjected to the approval 
of the Government and though Government have the 
power to rectify the defects in the proposals of taxation • 
submitted by the Municipality, it has no power to en¬ 
hance the rate suggested by the local body. 

Such a control is vital in the'interest of Commerce and 
Industry and the financial equilibrium of the local bodies 
in the State. Without this power it is feared "that the 
power of taxation may be exploited By the party in 
power to the detriment of a particular set of citizens. 
Within the framework of the Act and with the above 
limitations the local bodies have full liberty to exercise 
their power of taxation and there is no necessity of 
further devolution. 

Questions Nos. 189 to 194. 

No comments to offer. 

Question No. 195. 

H.R.* is subjected to I.T.t & H.T.t Imported goods are 
subjected to customs, sales Tax and Octroi. Entertain¬ 
ment Tax is collected by two authorities, viz. the state 
collecting the tax and the local bodies collecting the fees 
which are very light in their incidence. So far no diffi¬ 
culty has been experienced in respect of co-ordination. 

Question No. 196. 

No comments to offer. 

Question No. 197. 

In the opinion of the Government a local body should ^ 
resort to taxation only when the income from property 
is not sufficient to meet the expenditure.. This was the 
conception adhered to by the German Municipalities, 
and by the general consensus of opinion they were consi¬ 
dered to be the most progressive Municipalities before 
World War II. From this the corollary follows that 
markets of all kinds, business centres, lighting cinema 
Houses, theatres and all other public utilities must be 
run owned by the local bodies. The income from these 
should lead to a rich local Self Government. Taxation 
should come next to the income from property. No hard 
and fast proportion can be prescribed as conditions differ 
from State to State. In the Municipalities of this State 
Taxation is the main source of income though the recent 
trend in the Bhopal Municipality is for the accretion 
of more property yielding more income. This phase of 
the income has to be pushed up still more. 

(ii) There is no Act in India as they have in England 
prescribing the manner in which the grant-in-aid should 
be paid. As Government is ultimately responsible for 
the health and prosperity of its subjects and as local 
bodies are the creatures of the State legislature it be¬ 
comes clear that after assessing the ways and means 
of a Municipality the Government should come forward 
to meet the balance of expenditure for services and 
items which cannot be carried out after a Municipality 
has explored all its sources of income. In other words 


•H.R.—House Rent. fl. T.—Income Tax. JH.T.—House Tax. 

47—2 T. E. .Com. 


if the services of a local body cannot meet the standard 
of the national minimum efficiency, it is for the State 
Government to maintain it. 

Question No. 198. 

Yes. Withholding of the grant is not the remedy, the 
suppression is the remedy because by withholding the 
grant, the tax-payer will suffer, but by superseding or 
making the tax obligatory, the Government can help the 
Municipalities to realise the principle of self-help. 

Question No. 199. 

Transfer of additional powers of taxation is suggested, 
as that will be in harmony with other parts of taxation 
exercised by Local Bodies. Entertainment and better¬ 
ment taxes are suggested. 

Question No. 200. 

A uniform basis of assessment on annual rental value 
of property is suggested because it is a good index of 
the paying capacity of the owner. 

Question No. 201. 

Annual rental value should be made a uniforfh' basis 
for assessment purposes for all Municipalities. Maximum 
rate prescribing the proportions of tax to be recovered 
by the State Government and Local Bodies is suggested 
for correlating these different taxes. 

Question No. 202. 

Vide reply to question 200. . 

Question No. 203. 

No property of any rental values should be exempted. 
Charitable and Educational Trusts having income should 
not be exempted. New buildings also should not be 
exempted as the builders make sufficient profit out of 
the new buildings. No impetus will be given if the new 
buildings are exempted, for the first few years after 
construction, from taxation. 

Question No. 204. 

On principle, progressive taxation is right. No further 
information can be supplied as this principle is not 
operative in Bhopal. 

Question No. 205. 

All Local Bodies. No condition should be attached. 
Question No. 206. 

The agency deciding valuation should be expert, and 
consist of either the permanent officers of Government 
or the Municipality. 

Question No. 207. 

Nil. Property and service taxes should be levied on 
Port Trust properties, Railway properties and other 
properties of the Central Government and properties of 
State Government. 

Question No. 208. 

The Municipalities in Bhopal are not concerned with 
this question as the system of local fund cesses is not 
in operation in Bhopal. 

Question No. 209. 

Terminal tax is easier to collect. It does not hit the 
poor very hard, as its rates are lighter and its incidence 
is also not felt by the trade. Octroi is costly to collect. 
Its rates are higher than those of Terminal Tax and it 
is an impediment to trade and industry. Terminal tax 
is a Union tax and cannot at present be levied by Local 
authorities anew. 

Question No. 210. 

Octroi is not levied in any other country except India, 
but the local conditions are such that it cannot be 
abolished because its substitute which is a property tax- 
cum-lighting, drainage and conservancy tax cannot be 
easily enforced because of its direct impact and incidence 
on the tax-payers. The present political climate does not 
justify the abolition of octroi, in spite of its defects. 

Question No. 211. 

In view of the reply to Question No. 210 no modifica¬ 
tions are recommended. 

Question No. 212. 

As conditions differ from place to place no uniform 
rates of levying or exemption are recommended. 
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Question No. 213. 

The assessment should be on the basis of ad valorem 
and defects can be avoided by posting responsible officer 
on the octroi barrier. It is true that sometimes the 
merchants put up books (bijaks) by under-rating their 
commodities, but this can be met with by responsible 
officer who can check the correctness of the (bijak). 

Question No. 214. 

Yes. 

Question No. 215. 

A model schedule should be worked out by each 
State for each Municipality and the proportions of 
octroi, sales tax, Excise and Customs be kept in view 
in prescribing such schedule. 

Question No. 216. 

No comments. 


as to what will be the income of the Municipality from 
this tax, what will be its reprecussions on the public. 
It requires complete survey. 

Question No. 221. 

Entertainment tax should be levied on the basis of 
each show, as it is only fair that persons capable, of 
having entertainment should contribute to the common 
exchequer. If entertainment is doubly taxed, it will not 
be taking away anything from the necessaries of life. 

Question No. 222. 

Betterment taxes should be so assessed that the 
improvement effected in the improved area pay for 
the cost of improvement for the period the improvement 
lasts. 

Question No. 223. 

No comments. 


Question No. 217. 

A Terminal Tax on floating population in bigger cities 
is to be adopted because the floating population must pay 
for the services that it ^njoys. The permanent tax-payer 
resident in a big city, should not bear the cost of services 
rendered to the floating population. 

Question No. 218. 

Toll tax is not desirable as there are taxes which if 
utilised fully can pay the cost of the Municipal adminis¬ 
tration. 

Question No. 219. 

(a) The motor taxation should be progressive on the 
basis of the horse power of the motor. 


Question No. 224. • 

Government should make it obligatory duty of the 
local bodies to make fuller utilisation of the tax re¬ 
sources, failing which the Government should have itself 
the power to enforce the tax measure. 

Question No. 225. 

Replies already given. 

Question No. 226. 

No comments. 

Question No. 227. 

No comments. 


(b) Toll in conjunction with octroi or Terminal Tax Question No. 228. 
is not a suitable form of local taxation. 

Manual labour being contributed as an additional tax 
Question No. 220. or in payment of tax can only be applied to Panchayats 

where the people are free in part of the year. This will 
It is not possible to go into the details of the exten- not be feasible in cities. However, as a measure for 
sion of the limit professional tax from Rs. 250 to inculcating dignity of labour, it may be tried in cities 

Rs. 1,000 in the absence of statistics, unless it is known also. The details will have to be worked out. 

ANNEXURE II 

Statement showing the Income and expenditure~Municipal Board, Bhopal for the years 1947—1952 



1947-48 

1948-49 

1949-50 

1950-51 

1951-52 

Remarks 

A. General Information 







1. Number. 

I 

I 

I 

I 

I 


2. Population. 

1,00,000 

1,00,200 

1,00,500 

1,01,000 

1,02,000 


3. Total Income from all sources .... 

7.36,941 

8,36,780 

10,59,965 

11,60,358 

2,66,521 


4. Total Income from Rates and Taxes 

3,89,877 

5,26,781 

7,28,357 

7,79,458 

9,31,605 


5. Per Capta incidence of total income 

7-36 

8 36 

10- 

59 11-6o 

1266 

6. Per Capita incideoce of income from taxes . 

3 89 

5-26 

7 - 

28 7-79 

9 ' 3 > 

B. Details of Income 

I. Tax Revenue 

(i) General property tax (tax on houses and 

46,436 

41,184 

84,921 

64,163 

55,349 


lands). 

( ii ) Service Taxes (water, lighting, drainage, 

88,088 

79,268 

1,22,206 

1,30,390 

1,58,715 


conservancy, etc.). 

(iff) Local fund cesses ..... 

.. 

. . 

• . 

. . 

. . 


(in) Octri and terminal tax (to be shown 

2,19,860 

3 , 58,973 

4 , 57,730 

5,22,581 

6,61,027 

Octroi duty only. 

separately). 

(0) Tolls. 

. . 

. • 

. . 



Not imposed. 

(w) Taxes on goods and passengers (carried by 






Not imposed. 

road or inland waterways). 

(vii) Taxes on vehicles, animals and boats 

11,296 

23,061 

36,495 

40,276 

37,094 

(tart) Profession Tax ..... 

• • 

•• 




Not imposed. 

(ix) Theatre Tax. 

183 

195 

i, 44 ! 

>,752 

32 

Entertainment fee. 

(x) Pilgrim Tax . 

•. 


. . 



Not imposed. 

(xt) Town imporvement and betterment . 

.. 

. . 



. . 

Not imposed. 

(xit) Other Taxes, cesses and rates (to be 

a a 





Not imposed. 

specified separately). 

3,65,863 

4,96,781 

7,02,793 

7 , 59 ,i 62 

9.12,217 


* 







ANNEXURE ll—contd. 



1947-48 

1948-49 

* 949-50 

1950-51 

1951-52 

II. Non- Tax Revenue. 






(i) Non-tax revenue for roads and buildings. 

1,08,778 

1,72,214 

1,65,214 

1,62,200 

i, 57 ,ioo 

(it) Non-Tax revenue for education . 

. . 

, . 

, , 



(tit) Non-Tax revenue for medical and public 
health. 


•• 

•• 



(it>) Non-Tax revenue for other purpose 


• • 

.. 

. . 

. . 

■- 

1,08,778 

1,72,214 

1,65,214 

1,62,200 

1,57,100 

(b) Fees, fines, etc. ..... 

7 > 9 3 ° 

10,625 

10,388 

10,09a 

7 , 98 i 

(c) Miscellaneous ..... 

3 j 55 >° 7 ° 

, i,57,a6o 

1,81,570 

2,28,906 

1,89,223 


3,62,300 

1,67,885 

1,91,958 

2,38,996 

1,97,204 

C. Details of Expenditure 






i. Administration . . . 

83.777 

i, 44 , 2 i 9 

1,27,621 

1,82,169 

1,75,236 

2. Service (water supply, drainage, conservation, 
lighting, etc. charges). 

t. 44.978 

1,69,227 

2,54,885 

3 , 73,534 

3 , 41,477 

3. Medical and public health .... 

2,00,960 

2,32,209 

2 , 59,145 

3,06,370 

3,32,656 

4. Roads and Buildings ..... 

1 . 72.352 

1 , 35,996 

1 , 55,249 

2,44,612 

3,46,419 

5. Miscellaneous ...... 

1,34,880 

1 , 54,729 

3,6,3065 

53,673 

70,733 


7 . 36,941 

8,36,780 

10,59,965 

11,60,358 

12,66,521 


MEMORANDUM III 


General Note on Land Revenue 


The present system of land tenure in Bhopal State 
which is Riayatwari was introduced in 1928 when the 
whole State whs surveyed and a full settlement made. 

Unfortunately, simultaneously with the introduction of 
Raiyatwari system in Bhopal annual calamities hke frost, 
hail and rust occurred year after year which very 
adversely affected the yield all over the State, and 
owing to the economic depression all over the country 
the prices of agricultural produce also touched the 
lowest level. This affected the condition of the cultivators 
very much and by the year 1932 the conditions became 
rather unbearable for the cultivators. To reduce the 
incidence of land revenue taxation to the extent of the 
paying capacity of the royats, Government of Bhopal 
at once came to their aid and linked up the revenue 
demand with the price of wheat quoted from the Bombay 
market in May. During the years of depression this 
resulted in annual remissions ranging from 2 to 6 laxns 
of rupees a year upto 1348 Fasli (1941-42). Since then 
on account of the rise in the prices of agricultural pro¬ 
duce no remissions hqd been necessary. 

The land revenue demand of the State is given below: 
(i) Before World War II 


35 , 75,000 

35 , 75,000 

35 , 00,000 

35 , 00,000 

43 , 75,086 

43 , 79,046 

43 , 79,000 

43 , 79,000 

45 , 84,000 

46 , 79,000 

45 , 52,000 

41 , 00,000 

41 , 000,00 

40 , 67,000 

41 , 71,000 

43 , 28,000 


( 2 ) »939 
1940 
>94» 

*94* 

*943 
>944 
>945 
>946 

(3) >947 
>948 

>949 
>95° 

>95> 

>952 
>953 

Fall of revenue in certain years was due to the depre¬ 
dations of the pernicious Kans weed but reclamation Of 
fallow lands by the Central Tractor Organisation has 
since brought about an appreciable change. With the 
abolition of alienated villages (Jagirs) in the State, the 
demand is expected to increase by about 9 lacs. 

2 (a) Land revenue was originally assessed for a 
period of 20 years and was not variable. The procedure 
followed in the assessment of Land revenue is succinctly 
stated below : 

(1) Cultivated land was classified into different kinds 
of soil depending on their productive capacity and soil 
rates were evolved. The classification of soils with their 
rates was: — 

KALI I-A . . the most superior .soil of the village over two 

hands deep—Rate 4/6/-. 

KALI I . . ordinary soil of the village over two hands 

deep Rate 3/8/-. 

KALI II . . less than two but more than ij hand deep— 

Rate 2/10/-. 

KHADRI . . shallow soil varying between reddish, brow¬ 

nish, blackish reddish and brownish 
reddish colours akin to siyar. It is usually 
9 inches deep or may be more on the 
banks or streams and is full of chuna 
kankars—Rate 1/8/-. 

HALKI . . is the shallowest soil correspondin to 

Bhatwan—Rate 1/1/6. 

(2) Gross assets were calculated on soil rates and after 
deducting cost of production etc., net assets for each 
Khasra number were worked out. The land revenue 
assessed on each Khasra number was in the neighbour¬ 
hood of 33 per cent of the net assets. The revenue rates 
sanctioned at the last settlement operations stiff hold 
good. 

There is no diversity of tenures in Bhopal and the 
above rates are uniformly applicable to dry cultivation 
in all the types of soils indicated above. In the case of 
wet cultivation by private means of irrigation the assess¬ 
ment ranges from Rs. 7 to 12 per acre and where lands 
are irrigated by Government built sources a water rate 
ranging from Rs. 2 to 10 per acre is charged. 


In case of non agricultural use, the assessment rate is 
raised by 50 to 100 per cent and half of the commulative 
land revenue payable upto the end of the settlement re¬ 
covered as premium. 

(b) As already stated above, the revenue rates were 
fixed during the settlement operations in 1928 and have 
not been enhanced despite abnormal rise in prices, lhe 
settlement is being extended from year to year as the 
prices have not yet stabilised^ and conditions are not 
considered propitious for a revision of settlement. 

3 The system of land tenure in Bhopal is based on 
a very rational basis and except for the question of 
J agirs which are shortly to be liquidated, the land 
reform problem does not exist here. There is however, 
one trouble in Bhopal in regard to the land, problem. The 
density of population being low, allotments were freely 
made a couple of decades ago, and consequently 
individual holdings are large. There was no necessity or 
incentive for the individual to be ambitious as to require, 
him to increase his output on land by better and 
intensive cultivation, irrigation, etc. All these tending 
to progressive deterioration have been responsible for 
diminishing the cultivator’s chances for improvement of 
his own economics, which in turn disturbed food produc¬ 
tion. To remedy this state of affairs, Land Utilization 
Act has been enforced in Bhopal State so that occupied 
lands lying fallow can be brought under the plough by 
other parties, who have the necessary means, interest 
and .wherewithal to take up cultivation. 

Another important aspect of land reforms is equitable 
distribution of land and provision of economic holdings 
to the landless people. The old Rules for the allotment of 
land framed under Section 51 of the Bhopal Land 
Revenue Act during the Nawab’s regime were operating 
on the policy that land should go to a person who has 
. means to cultivate it. After integration of the State it 
was realised that the old Rules had deprived the poor 
of land and had reduced them to object poverty. The 
condition of the Harijans and Adivasis was deplorable. 
In order to provide the poor with land, a new set of 
Rules was framed providing that land not exceedmg 15 
acres would be allotted free of charges to all persons, 
preference being given to Harijans, Adivasis, landless 
labour and tenants-afr-will. 

Some reactionery elements among the Jagirdars, 
started by Government’s enegetic action to abolish Jagirs 
had started harassing their tenants by wholesale eject¬ 
ments from their lands. To put a stop to this malpractice, 
Government immediately pushed through a legislation 
in the State Assembly protecting the Jagirdar s tenant 
from ejectment and stopping all such suits and decrees 
pending since May, 1952. 

4. The main features of the land Revenue Code of the 
State and Rules made thereunder are— 

(1) Cultivators hold land directly from the State, 
all intermediate agencies being eliminated. 

(2) There is no distinction between occupancy and 
non occupancy tenants, except that persons hold¬ 
ing from Khatedars, i.e. sub-tenants of occu¬ 
pancy tenants are evictable according to the 
terms of the sub-tenancy. 

(3) Cultivators enjoy absolute permanancy of tenure, 
so long as the assessment is regularly paid. 

(4) All trees and vegetable products in holdings 
are exempt from assessment and the right of 

* their ownership vests in the occupant. 

(5) Grazing in the unoccupied areas is free and no 
charge is made for the grazing of plough 
bullocks in State forests. 

( 6 ) An occupant has a right to transmit his holdings 
to his heirs, and on his death, his rights, sub¬ 
ject to his personal law, pass by inheritance. 

(7) An occupant is entitled to transfer his holding 
or part of it to an agriculturist by profession. 

5. Vide 2(A) above. 

6 . The settlement made in 1928 is due for revision but 
as already stated above prices are still too high and it 
would not be advisable to start resettlement operations 
at this stage. Where lands have been tractonsed on a 
large scale, record correcting operations have been under¬ 
taken and the Jagir villages will be similarly treated 
when resumed to the State. The State runs two training 










Schools one for Girdawars and the other for Patwaris 
which are turning out teams of trained staS whose 
services will be utilised if and when settlement opera¬ 
tions are undertaken. The State Government has no in¬ 
tention to levying any surcharge or revising revenue 
rates unless arid until the settlement operations are 
taken up in the whole of the State. 

7. The State Assembly has already passed a bill 
abolishing Jagirs on payment of compensation. The 
basis of compensation proposed to be given is as 
follows : — 

(1) There were in all 102-Jagirdars (8-perpetual 
grantees and 94-life grantees) in the Bhopal State; of 
these 2-life grantees died during the year and their 
jagirs have already been resumed without any com¬ 
pensation as they were only life grants. 


are getting interested in the scheme and seriously think¬ 
ing. of forming such societies. Enough stimulus is pro¬ 
vided by Government in shape of liberal Taccavi loans, 
provision of the necessary amenities of life such as drink¬ 
ing water wells, schools, Panchayat Ghar etc. The fu¬ 
ture of co-operative farming in Bhopal is bright and it 
is expected that a net work of such societies will be 
spread all over the State in the not very distant future. 

9. As distinct from occupants holding land from the 
Government there is a class known as jagirdars who 
are assignees of land revenue in respect of certain 
villages known as* “alienated, land”. These jagirdars 
have the right to let out land to cultivators and collect 
land revenue from them. A Bill to abolish this ana¬ 
chronism has already been passed by the State Assembly 
and awaited the President’s assent. 


(2) Of the remaining 100-jagirdars, the Jagirs held by 
45 jagirdar (3 perputual grantees and 42 life grantees) 
have, on their own applications presented before the 
introduction of the Bhopal Abolition of Jagirs and Land 
Reforms Bill in the Bhopal Legislative Assembly, been 
converted into Mansab (Cash annuity) payable for their 
life time only, under clause 30 sub-clause (c) of the 
Orders relating to Jagirs in Bhopal State. This has been 
done on the basis of an annual amount equal to the 
Sanadi income of the jagir minus the abwab in the case 
of life jagirs and this anfcunt plus sixty per cent there¬ 
on in the case of hereditary jagirs. 

(3) The total Sanadi income of these 45-jagirs was 
Rs. 4,53,621/13/9 and after deducting Rs. 43,726/12/1 on 
account of abwab and adding 60 per cent in the case of 
three perpetual jagirs the total amount of Mansab pay¬ 
able every year to these 45-jagirs during their life time 
only would be Rs. 4,14,970/15/4. This amount would go 
on decreasing as jagirdars disappear. The estimated gross 
income of these 45-jagirs in the preceding year was 
about Rs. 6,75,900 which includes forest and other 
sewai income. 

(4) The conversion of these 45-jagirs into Mansab is 
expected to give to the Government an extra net income 
of about Rs. 5 lacs which has been estimated after mak¬ 
ing allowance for the fluctuations in the income from 
forests. 

(5) After the conversion of these 45-jagirs into Mansab 
there remain 55-jagirs (5-perpetual and 50-life grants) 
which will be resumed under the provisions of the Bhopal 
Abolition of Jagirs and Land Reforms Act. On the basis 
of the multiples as passed by the Bhopal Legislative 
Assembly the estimated total amount of compensa¬ 
tion for these jagirs comes to about Rs. 19,72,000 
(Rs. 9,15,000 for 5-perpetual grantees and Rs. 10,57,000 
for 50-life grantees). This however, is only an estimate 
based on the reported figures of the gross income for 
the preceding year; but when according to the provision 
in the Act, 20-years average of the forest income will 
be taken into account, the amount of compensation will 
be appreciably reduced. 

(6) This estimated amount of compensation is pro¬ 
posed to be paid in ten annual instalments and the 
Government will have to pay about a lac and ninety 
seven thousand every year for the next ten years. The 
present gross income of all these 55-jagirs is reported 
to be about Rs. 5,88,000 while the Sanadi income is 
Rs. 2,54,700. After making allowance for the fluctuating 
forest income the resumption of these 55-jagirs under 
the Act is expected to give an extra net income of about 
Rs 4 lacs a year to the Government. 

(7) The total net extra income to the Government from 
all the iOO-jagirs converted into Mansab or resumed 
under the Act would be about Rs. 9 lacs a year; while 
the Government will have to pay about Rs. 1,97,000 a 
year as instalment of compensation for the next 10 
years and Rs. 4,15,000 per year as Mansab or cash 
annuity to 45-Jagirdars during their life time. The esti¬ 
mated total amount to be paid every year to all the 
jagirdars would be about Rs. .6,12,000 as against an 
extra net annual income of about Rs. 9 lacs, 

8 . The working of the new Rules for the allotment 
of land has shown that Harijans and Adivasis and 
those in possession of uneconomic holdings cannot be 
trusted to carry on efficient cultivations individually It 
is only through the principles of co-operation that a fair 
standard of life can be assured and the future can be 
looked with optimism. Co-operation gives to the poor 
the resources of the rich and gives individuals the 
strength of many. The State Government has therefore 
decided to encourage co-operative farming in the State’ 
The Government has been instrumental in setting up 
3 big co-operative Farming Societies, two at Gillour in 
Tahsil Nasruallaganj and one at Harrai in Goharganu 
Tahsil A fourth in the Semalpani area in Nasrullaganj 
Tahsil is in the offing and elsewhere too the cultivators 


10. Suspensions and remissions are granted in case of 
loss to crops by heavenly calamities, the scale being as 
follows : — 

When the production is more than io annas in the ruppee 
—No remission. 

When the production is less than to annas but more than 
8 as.—4 annas in rupee. 

When the production is less than 8 annas but more than 8 as.— 
8 annas in rupee. 

When the production is less than 6 annas but more than 4 as.— 
12 annas in rupee. 

When the production is less than 4 annas but more than 8 as.— 
16 annas in rupee. 


The Suspension and remissions are given in the event 
of real distress and do not bring any unwholesome 
effect on collection of land revenue. * 

11. The land cess in the State is levied at 10 per cent 
of the land revenue and is included in the assessment 
charged from the occupants. The amount so collected is 
used by Government for works of public utility. Local 
bodies have not yet been associated with the utilisation 
of this amount and the question of its allocation to them 
does not therefore arise. 

12. Vide last sub para of 2(A). 

13. The State is divided into two Revenue districts, 
Raisen and Sehore with Headquarters at Raisen and 
Sehore respectively. Each district is under a Collector 
who is also the District Magistrate. There are three 
Deputy Collectors in Sehore Distt. and two in Raisen 
District with certain Revenue powers of the Collector. 
The Districts are divided into tahsils, the two districts 
having 7 tehsils each. In each tehsil there is one Tehsil- 
dar and one or two Naib Tehsildars. The Naib Tehsildars 
do not exercise the powers of the Tehsildar. Each tahsil 
is divided into Girdawars circles. A Girdawars circle 
generally comprises of 10 to 12 Patwari circles. The 
Patwaris circle is based on Khasra numbers. Commonly 
one Patwari has about 1200 khasra numbers in his 
circle and the circle covers about 6 to 8 villages. He 
prepares the basic village papers and is the village 
Revenue Accountant. Each village has got a Patel elected 
by the Khatedars. His main duty is collection of land 
Revenue on which he gets , a commission of Rs. 3/2 
per cent. The Land Revenue is collected/ in two instill¬ 
ments Kharif and Rabi. The due dates for both these 
instalments are 28th February, and 15th June, respec- 
lively. 

The Land Records Department has one Superintendent 
Land Records and one Assistant Superintendent Land 
Records in each district who are attached to the Collec¬ 
tors to supervise the Land Records work in the district 
on his behalf. These two officials divide the district into 
two circles among them for the sake of supervision and 
checking. The Girdawars send all their periodical state¬ 
ments to the Superintendent Land Records concerned 
who submits to the Director Land Records a consolidated 
statement for his district. 

The above administrative machinery "is quite adequate 
for collection work and there has been no change, nor 
is any contemplated just yet, in the existing duties and 
functions of the revenue staff. 

The cost of administration is Rs. 5,81,600 which is 
13-4 per cent of the total land revenue receipts. 

14. The Revenue Commissioner is the final Court of 
revenue appeals in this State. He enjoys appellate and 
revisionery powers. 

15. With the present high spiral of prices the occupants 
normally have no difficulty in paying up the demands 
assessed on their lands. In areas which are under 
developed and yields are low owing to the depredations 
of kans or other factors, land revenue does fall in arrears 
to some extent. 



MEMORANDUM IV 

Replies to Questions regarding Individual Taxes 


STATE EXCISE 

Question No. 135. 

(a) There is no proposal to relinquish excise revenue 
in full or part and as such no arrangement whatsoever 
has been made in this regard, 


(i) Whereas in the neighbouring states both part ‘A’ 
and ‘B’ the system of excise Is based on Madras system, 
and the duties and revenue derived therefrom are based 
on that system. But in Bhopal we have been working 
on a modified system which combines the Madras Com¬ 
mission system. This method was introduced in Bhopal 


after a careful examination of the local conditions. The 
duties levied in Bhopal are shown below and they* are 
identical with other States. 


Excise Duty on Country Spirit. 


City and Subers. 



Per P. G. 
Rs. A. 

(a) Spiced 
(A) Dobara 
(c) Rasi 

• 

• (25 u-p.) 

• (25 U.P.) 

. (60 U.P.) 

27 3 
22 8 

20 21 

* 

Mofassils: 




(a) Spiced 
(A) Dobara 
(c) Rasi 


. (25 U. P) 

. (25 u. P.) 

. (60 U. P.) 

27 3 
19 8 
18 0 


Excise Duty on Indian Made Foreign Liquor. 


SI. No. Description Method of assessment Rate of duty Remarks 


1 Ale, Beer, Porter, Cider and other fermanted liquors .... Imp. Gallon or six 

quart bottle. 

2 Perfumed spirits perfumery.Imp. Gallon of the 

, strength of L.P. 


3 Liquors, Cordials, mixture and other preparations, containing spirits.— 


(a) if entered in such a manner as to indicate that the strength is not 
to be tested. 


Imp. Gal. or six quart 
bottle. 


( b) if tested (except medicinal and Toilet preparations containing Imp. Gallon of the 
spirit of Indian manufacture) strength of L.P. 


4 All other sorts of spirits provided that no duty shall be leviable on dena- Do. 

tured spirit manufactured in British India or in any Indian state. 

I 

5 Champagne and all other sparkling wines not containing more than 

42% of proof spirit.— 

(a) all other sorts of wines not containing more than 42% of proof spirit. Imperial gallon or 

six quart bottle. 

(A) Provided that all sparkling and steel wines containing more than Do. 

42% proof spirit shall be leviable to duty at the rate applicable to 
“All other sorts of spirits’*. 


Rs. A. 
12 o 

17 8 


30 o 

17 8 The duty to be increa 
sed or reduced in 
proportion as the 
strength of spirit 
exceeds or is less 
than L.P. 

21 J4 


9 o 
4 8 


(ii) There is no proposal to relinquish any duties from 
this source. 


(b) This State has been working on the model and 
instructions received from the Narcotics Board on this' 
subject, and the duties are also identical on medicinal 
and toilet preparations and reciprocal arrangements have 
been entered with some states for refund of duty on 
general principle of duty follows consumption. 

(A) The factual background to levy the excise duty on 
alcoholic liquors etc. is to derive revenue from this source 
and to minimise the consumption as well. 


The rates of excise duty on alocholic liquors differ 
from those on medicinal and toilet preparations as 
follows : — 


Duty on Medicinal Preparations. 


SI. No. 

Description 

Method of assessment 

Rate of duty Remarks 

I 

Medicinal preparations containing spirit of Indian manufacture . 

Imp. Gallon of the 
strength of L.P. 

S’ 
° ^ 

2 

Medicinal preparations containing spirit of Indian manufacture which 
might be used for other than medicinal purposes 

Do. 

17 8 

3 

Toilet preparation containing spirit of Indian manufacture . 

Do. 

17 8 


Similarly on foreign liquor, ganja and bhang the 
system of taxation slightly differs but the duties and 
revenues derived are almost the same. In other States 
opium is purchased by the Government and kept in the 
Government treasuries and supplies are made to the ■> 
licensees direct from the treasuries concerned. But in 
this State we have got farming system and as such the 
selling rates of opium and system of taxation are diffe¬ 
rent to other States under the terms of the existing 
excise contract, the purchase, supplies and sale of 
opium is the responsibility of the contractor and a fixed 
selling price is determined by the Government and an 
import duty at Rs. 6/4/- per seer and annual licence fee 
of Rs. 2,78,000 are charged from the contractor. Simi¬ 
larly the Government of this State has fixed the annual 
license fees of ganja and bhang at Rs. 25,000 and 
3,500 respectively and an import duty on these com¬ 
modities is charged from the contractor at the rate of 
Rs. 6/4/- and 1/4/- respectively. 


There is no such tendency in this state to put aloco- 
holic liquors on the market in the guise of medicinal 
preparations. 

(B) Nothing to comment on this point. The State will 
agree to the proposal of the Central Government to 
enact a law for the levy of uniform rates of excise duty 
on medicinal preparations etc. It will prove effective in 
preventing interstate smuggling of spirituous medicinal 
preparations. 

Agricultural Income Tax 

Questions Nos. 139 to 143. 

Agricultural Income-Tax has only recently been levied 
and the Act enforcing the levy has just started function¬ 
ing. We are not in a position to comment on the problems 
raised in these questions, unless we have some experience 
of the working of the Act. 

LAND REVENUE AND LAND CESSES 
Question No. 143. 

Yes, otherwise it would mean a permanent settlement 
which will be a retrograde step. 

Question No. 144. 

At present the existing prihciplfe and practice is to 
fix a uniform period of settlement without regard to 
the fact that some tracts are uhder developed and others 
are rapidly developing. It is suggested that where Agri¬ 
cultural Production has reached its peak level and has 
more or less established, land is fully under plough and 
rents fair, it would be quite safe if demands of Govern¬ 
ment are readjusted once in 25 years; On the contrary 
where rents are low, much waste land is lying or where 
there is rapid development of communications and irri¬ 
gation projects, long terms settlement will be detrimental 
to the interest of the ryot and unjust to the general tax 
payer. 

(i) Period of guarantee should be longer when the 
Riayatwari settlement is introduced for the first time 
in order to enable both the state and the royats to adjust 
themselves to changed conditions. When once the system 
has been introduced and has remained in force for a 
long time, the period of guarantee in subsequent settle¬ 
ments should not exceed 10 years. The working of the 
Riayatwari system shows that there are a lot of changes 
in the tenures and the boundaries of holdings are 
considerably modified and altered, by transfers, muta¬ 
tions and partitions. Periodicals revisions at short 
periods are therefore strongly recommended. 

(ii) There should be fixed assessment during the period 
of guarantee. No variation is recommended as it is 
likely to create a sense of insecurity in the minds of the 
royats. 

(iii) The basic rate should be fixed with due considera ¬ 
tion to : 

(a) cultivator’s gross income per acre; 

(b) cost of production including all incidental ex¬ 
penses; 

(c) physical characteristics of the soil and general 
situation of the site e.g., proximity to live of 
communications and markets. 

The basic rate should in no case exceed l/3rd of the 
net profit per acre accruing to the cultivator. 

Element of progression should be introduced where 
rapid developments are in progress, fallow lands are 
newly brought under cultivations and big irrigation pro¬ 
jects are under way. 

(iv) Cultivation is taken up by people to earn their 
living and it is the human nature to gain as much as 
possible from the profession which one is persuing. The 
incentive to produce more is therefore bom. Regulation 
of assessment will not help. Agricultural propaganda and 
education would however be more helpful. What is 
required at this stage is the knowledge of the benefits 
of crop rotation, and capital improvement to land. And 
this knowledge can be given by constant exhaustive edu¬ 
cation. 

(v) The system will not work well in this State. 
It is exposed to mal-practices and corruption. The esti¬ 
mated yield will always be subject to a good deal of 
doubt. There can be no guarantee to determine correctly 
how much of the growing crop the cultivator and his 
family appropriated without the knowledge of the super¬ 
vising Agents and how much of the produce on an 
average was damaged by weather after the crop had 
been harvested. Besides this there will be many diffi¬ 
culties in checking under estimates by the lower staff. 


Collection in kind will cause more headache to the state, 
the main difficulties being piece meal collection, storage 
and disposal which will entail heavy expenditure and 
loss. 

Question No. 145. 

The principle of settlement should not be changed in 
case of re-settlement. But to distinguish it from the 
original settlement certain modifications may be made 
in the detailed items, where necessary, taking into 
consideration the conditions prevailing at the time of 
re-settlement. 

Following principles may also be kept in view : — 

(a) extent of re-measurement required, 

(b) circles in which tracts should be grouped for 
assessment purposes, 

(c) classes of land which should be recognised in 
the record. 

(d) the commutation prices to be used in the produce 
estimates. 

Question No. 146. 

So far as only the rates are concerned the safest thing 
to do to bring the old rates into conformity with the 
changed conditions would be to re-assess the net income 
of the cultivators and then increase or reduce the rate 
accordingly. A uniform rise or fall in the rate of assess¬ 
ment as suggested above would eleminate the possibility 
of disparity. 

Question No. 147. 

Does not apply to Bhopal State. . 

Question No. 148. 

-In Bhopal the Riayotwari system was introduced 25 
years go and the problems raised in the question do 
not exist as far as this state is concerned. Elsewhere 
steps would differ under varying circumstances. To some 
extent the method of re-assessment on the basis of l/3rd 
of the net income of the cultivator would eleminate the 
disparity. 

(1) The post abolition assessment if found dispropor¬ 
tionate, element of progression would be introduced to 
lession the immediate burden. 

(2) Paucity of sufficiently detailed land record, or of 
economic data will of course create a number of prob¬ 
lems but an attempt will have to be made to make at 
least a proper record of the holding with each individual 
with the help of old village record and having worked 
out the rate of assessment, the rent will be increased 
or decreased as the case may be. In the absence of 
economic data the assessment will have to be based 
on the prevailing data available. 

(3) The old Patwaries and Girdawars who had been 
working during the previous system will be helpful after 
a little training for a month. This Will give them suffi¬ 
cient idea of the new work and under the guidance of 
an able officer the work will be carried on properly. 

It is of course probable that these problems will 
present themselves in an agravated form in permanently 
settled areas. 

Question No. 149. 

No modifications are required in the principales of 
assessment, in the event of wide adoption of co-operative 
farming. If some concessions are contemplated to en¬ 
courage co-operative farming, the land revenue assess¬ 
ment can be waived or reduced for a few years but the 
rate should not change. 

Question No. 150. 

(i) This will depend on the policy of the Government. 
If there are Inams and Devasthanas given and recognised 
by the Government, Land Revenue will have to be 
alienated otherwise Inamdars and Devasthans should be 
eliminated as quickly as possible. 

(ii) Concessions in regulated form will give incentive 
for bringing under cultivations virgin or fallow culti¬ 
vable lands. In other cases it will not be desirable. In 
cases of educational Charitable institutions, Concessions 
would of course be helpful. 

(iii) Suspensipn in cases where future profits are ex¬ 
pected to accrue to'an extent which could equalize the 
loss, is most desirable. Remissions will definitely be 
needed where the loss is irrecoverable or in cases of 
heavenly calamities, e.g. by floods, fire, frost hailstorm 

etc. 



Question No. 151. 

(i) Agriculture land in rural areas used for non-agri¬ 
cultural purposes should be 'classed differently from 
agricultural land. If it is permanently used for non- 
agricultural purposes it should either be permanently 
sold or assessed on the basis of its profit. If the use 
is temporary the basic assessment should be raised to 
three or four times and half of the total land revenue 
payable upto the end of settlement recovered as premium. 

(ii) As above. 

(iii) Non-agricultural land used for non-agricultural 
purposes should be assessed on the basis of its profit 
if not permanently sold in urban areas. In rural area 
the basic assessment to be raised in proportion to the 
profit derived. 

Question No. 152. 

The administrative system for collection in this State 
is adequate. The “development” of “extension” duties 
which are on the increase are however affecting the 
efficiency of revenue administration if not of revenue 
collections. 


Question No. 153. 

No such delegation is under contemplation nor is it 
considered desirable. 


Question No. 154. 

(i) The basis of assessment should be the land revenue 
and a certain percentage of the same levied as cess. In 
Bhopal cess is levied at 10 per cent of the land revenue 
and is included in the assessment charged from occu¬ 
pants. 

(ii) A fixed rate appears to be the best. 

(iii) (a) As land cess is mainly collected for purposes 
of local benefit and utility, the entire income from this 
levy should be placed within the purview of the local 
bodies. 

(b) Yes, they should be earmarked for specific purposes 
more closely related to the rural tax payer. These speci¬ 
fic purposes are to include, Vaccination, Sanitation, 
repairs of village roads, emoluments of the Chekidars 
and such other things as may be considered fit under 
local circumstances. There should be one consolidated 
cess for all these purposes. 

(iv) Bhopal State has no such problems. 


IRRIGATION RATES AND BETTERMENT LEVY AND 
IRRIGATION CESS 

Question No. 155. 

As answered by the Revenue Department. 

A better levy combined with a matter rate (Abyana) 
for the water actually supplied is recommended. 

As answered by the P.W.D. Department. 

Not only in the areas commanded by any Major irriga¬ 
tion work but also in such areas as have been provided 
with irrigation facilities under any Minor Irrigation 
Scheme a(i) betterment levy should be realised along 
with the (ii) Irrigation rates for the water actually 
supplied. The irrigation rate should be based on the 
value of crops grown in the areas under command where 
water supply is assured, and may be fixed having regard 
to the local conditions. The prevailing rates in Bhopal 
are as follows : — 


S.N. Name of crops Rate Remarks 

per acre 


S. No. Name of crops 



Rate Remarks 

per acre 

B. Water rates per acre of various crops to raise 
them to Maturity from life Irrigation (a) lifting 
water at Government Expenses. 

Rs. 

i. Paddy .... 14 . , 

a. Wheat and Gram 



20 

3. Sugarcane 

• 


60 

3. Orchards , 

5. Vegetables 

• 


40 "j Round the cities of 
>• Bhopal and Sehore. 
60 J 

6. Orchards 

7. Vegetables 

• 


30") Elsewhere in the 
>■ State. 

40J 

C. Water rates per acre of various crops to raise 
them to Maturity from (b) lifting water by culti¬ 
vators THEMSELVES FROM GOVERNMENT OWNED AND 
MAINTAINED TANKS. • 

1. Paddy 

■ . 


Rs. 

3/8 

a. Wheat and Gram 

• 


5 

3. Sugarcane 

• 


15 

4. Orchards . 

5. Vegetables 

• 

• 


• loT Round the cities 
>- Bhopal and Sehore. 
J 5 J 

6. Orchards . , . 

7 . Vegetables 

• 


7/8') Elsewhere in the 
>- State. 

10J 

D. Water rates per acre 
them to Maturity from 

1. Paddy .... 

of various crops to raise 

SEWAGE AND SULLAGE WATER. 
Rs. 

H 

a. Wheat and Gram , 

• 


30 

3. Sugarcane 

. 


90 

4. Orchards . . . 

5. Vegetables 

• 


4 ° 1 

> Round the cities of 
60 J Bhopal and Sehore. 


Noth.-— -In case of vegetables and sugarcane water rates be charged on yearly 
basis, while in the case of other crops on crop basis. 


in) and (iv) No compulsory cess for lands under com- 
ind or any other tax or taxes, fcs an alternative to or 
conjunction with the betterment levy and irrigation 
rates is considered feasible. . 


Question No. 156. 

As answered by the Revenue Department. 

It should be added to the Land revenue and recovered 
in two instalments—Kharif and Rabi. 

The recovery should start when incremental value is 
actually realised. 

It would not be desirable to impose a further levy on 
lands already benefited by an existing work. However 
if the new irrigation Project further increases the value 
of the land, a betterment levy can justifiably be imposed. 

It should be earmarked for maintenance and towards 
the capital cost of the particular project. 

As answered by the P.W. Department. 


A. Water rates per acre of various crops to raise 

THEM TO MATURITY FROM GRAVITY FLOW IRRIGATION 


1 . Paddy 

* 

Rs. 

7 


a. Wheat and Gram 

• 

10 


3 . Sugar cane , 

» 

30 


4 . Orchards 


201 

> 

1 

5 . Vegetables 


1 

30 J 

r Round the cities of 
Bhopal and Sehore. 

6 . Orchards . 


t 5 l 


7 . Vegetables 


20 j 

■■Elsewhere in the 

.State. 


(a) The betterment levy may be equivalent to the 
land revenue assessed on the cultivable land in the 
command areas as the value of such land generally 
increases two fold on account of provision of irrigation 
facilities. 

(b) The assessment of betterment levy should be done 
by the Irrigation Department in conjunction with the 
Revenue athonties and collected by the Revenue authori¬ 
ties m two instalments as in the case of land revenue 


(c) The recoveries of betterment levy should be made 
on a progressive scale only after the project has come 
into full operation and substantially benefited the land 
For this purpose, it would be better if after the comple- 
tion of a Project no recovery is made for the first two 
years. In the third year 50 per cent of the assessed 
betterment levy should be recovered and from the 4th 









STAMPS DUTIES 


year full amount be charged. This progressive realisa¬ 
tion is intended to allow full development of the Lands 
within 3 years. 

(d) Yes, on the same basis of Progressive assessment 
as indicated above. 

(e) Yes. 


Question No. 157. 

As answered by the Revenue Department. 

(i) When as proposed above, the land revenue is in¬ 
creased from dry rates to wet rates, the irrigation rate 
is considered to be an adequate charge for the water 
supplied, no additional levy will be justified. 

In our state there is no additional levy in either case. 
For our state any additional levy will not be justified. 
In other states it will depend on conditions obtaining 
there. 


(ii) The irrigation rate should primarily be based on 
crops which are irrigated. 

(iii) Yes, there should be periodical revision of water 
rates. Under conditions prevalent in our state and 
Madhya Bharat the perod purposes if five year. 

(iv) Yes. 

As answered by the P.W. Department. 

(i) Generally the irrigation rate should be not only 
an adequate charge for the water supplied but the factor 
of increased yield or crops should also be taken into 
consideration in fixing the rates for areas commanded 
by Major irrigation work. 

As stated earlier, in the Bhopal State no Major work 
having been constructed the irrigation rates prevalent 
here do not contain any element of additional levy. 

(ii) Yes. 

(iii) No. 

(iv) Yes. 

Question No. 158. 

As answered by the Revenue Department. 

Not only the cost of maintenance but also the capital 
cost of the Irrigation project should be recovered. This 
recovery should not be separated from the irrigation 
charges, which should include this, spread over, at least 
to 14 years. 

As answered by the P.W. Department. 

Question does not arise in view of reply to Question 
155(iii). 


Question No. 159. 

As answered by the Revenue Department. 

In the case of minor irriagtion work or tube well 
scheme, only the water rate should be charged. 


As answered by the P.W. Department. 

Only to the extent as indicated in reply to question 
No. 157t(i). 


Question No. 160. 

As answered by the Revenue Department., 

Under all circumstances it will be better to have 
separate irrigation rates. This levy should not be mixed 
up with the land revenue. 

As answered by the P.W. Department. 

Only in small areas where small irrigation facilities are 
provided a consolidated rate of land revenue may be 
preferable. • 

Question No. 161. 

As answered by the Revenue Department. • 

During the evolutionary stage through which we are 
passing we should not think in terms of surcharges on 
irrigation. This will discourage the people instead of 
giving any incentive. 

As answered by the P.W. Department. 

None in the Bhopal State. 

48—2 T. E, Com. 


Question No. 162. 

As answered by the Revenue Department. 

(1) Rates of stamps duty on instruments which are 
in common use and form Central subject of Revenue are 
already uniform. They appear to have been kept to the 
minimum and there is still scope for increase in them. 

(2) Taxable capacity of the people varies from state 
to state due to inequalities of resources arid income. 
Stamps, duties, therefore, will have to vary from state 
to state, on instruments which fall in the provincial list 
of the subjects of revenue. An increase in them, from 
time to time would be desirable and feasible propor¬ 
tionate to the economic development of the State. 
Schedules of stamps duties of various states should, how¬ 
ever, be kept in view, while effecting an increase in their 
rates, and proximity in some degree should be aimed at. 
With the economic development of the country, in 
general, uniformity in the rates could be arrived at in 
course of time. 

As answered by the Registrar, J.C.’s Court. 

In any opinion the duties levied under the stamp Act 
and the Court Fees prescribed under the Court Fees 
Act should be at uniform rates throughout the Union 
and though the states have power to alter them, a 
general direction may be issued by the Parliament to 
achieve the object. There is no plausible reason why a 
citizen in one state should be made to pay more or less 
than another in another state. 


Question No. 163. 

A answered by the Revenue Department. 

No stamps duty as levied in Bhopal state on transac¬ 
tions in forward markets. 

As answered by the Registrar, J.C.’s Court. 

I am not satisfied that the complaint is justified. I 
do not agree that the levy affects the market. Forward 
contracts are a luxury and have the taint of wager and 
generally there is no real intention to deliver the goods 
and the account is made on the basis of the difference. 
In my opinion those who want to indulge in such busi¬ 
ness must pay for such luxury. The form in which this 
levy is recovered is not known and it is not possible 
to suggest any alteration. 

Question No. 164. 

As answered by the Revenue Department. 

The system of collecting taxes in the form of stamps 
can be conveniently extended to the tax on the sale of 
goods. Betting and Prize competition taxes. 

As answered by the Registrar, J.C.’s Court. 

I do not agree. There is already loose talk and heart 
burning on the question of sales tax. It necessarily falls 
on the consumer without a thought to the poverty or 
otherwise and need of the purchaser. There is also the 
fear that capricious traders and small shopkeepers make 
at least a small margin in the form in which * it is 
recovered, as the rates of this tax on sales of goods 
are generally not known to the purchaser in its details. 
The form in which it is collected should be suitably 
changed. 

Question No n 165. 

As answered by the Revenue Department. 

The more common method of avoidance of payment of 
stamps duty lies in the technique employed in wording 
an instrument. It is but natural for an executant of 
a document to draw it out in a manner that it stands 
chargeable with the least possible stamp duty. As the 
stamp duty must be paid upon what is actually stated 
in the instrument, only careful scrutiny of the instru¬ 
ment as it stands keeping in view its intention, could 
serve as safeguard for the Government revenue. 

Under valuation of properties cited in documents or 
the omission of relevant figures in drawing them out 
is the common from the evasion of stamp duties. Launch¬ 
ing of prosecutions where the evasion appears to be 
intentional and efficient supervision of stamp work in 
various offices and instructions are the means of its 
prevention. 

As answered by the Registrar, J.C.’s Court. 

The general method is not to execute documents when 
necessary and rely on chances of litigation. The other 
way is to understate the consideration. 


A breach of the provision of the stamp act does not 
affect the validity of instruments but only their admissi¬ 
bility in evidence. Even here the bar is not absolute but 
qualified as the bar is removed on levy of penalty. Even 
the recovery of the penalty is at the discretion of the 
Collector. Once the document is admitted in evidence, 
its admission cannot be questioned except under certain 
circumstances. Courts and Revenue officers in some states 
do not appear to be vigilant as they should be and several 
documents liable to be impounded and penalised escape 
notice. The recovery of the duty and penalty becomes 
difficult and the time and efforts required are not com¬ 
patible with the amount to be recovered. It is only if 
such documents are made inadmissible altogether with 
matters may improve. 


Question No. 166. 

As answered by the Revenue Department. 

As taxable capacity of the people varies from state 
to state, rates of court fees would have to differ accord¬ 
ingly. To keep pace with improvement in general 
standards of income and economic condition of the 
people, an increase may be effected in them from time to 
time till an approximate degree of uniformity in rates 
of various states is arrived at spontaneously. 

As answered by the Registrar, J.C.’s Court. 

As pointed out in answer to Q. No. 162, the rates of 
Court Fees in all states should be uniform in all matters 
except in the matter of process fees. The process fee 
should not be used as a means of income but should 
cover the average expenditure for service or execution 
of processes. 


Comparative Statement showing entertainment 


Comparative statement of the receipts and expenditure 
on the ordinary processes from 1946 to 1953 


Year 



Income 


Expenditure 

1946-47 . 



Rs. 

as. 

P- 

Ra. as. p. 

. 


1,47,508 

>.58,317 

0 

0 

Not available 

1947-48 . 



0 

0 

Not available. 

1948-49 • 



1,48,706 

12 

3 

Not available. 

1949-50 • 



2,22,410 

14 

3 

Not available 

1950-51 • 



i, 53 , 96 o 

13 

6 

3 , 10,354 0 0 

1951-52 • 



1,13,526 

7 

9 

3,50,195 0 0 

1952-53 • 



1,31,262 

6 

0 

3 , 59,145 0 0 


Question No. 167. 

As answered by the Revenue Department. 

Keeping in view the ability of the people to pay, state 
Governments need revise these schedules from time to 
time with the object of achieving a level of proximity 
in the rates of levy of fees in different states. 

As answered by the Registrar, J.C.’s Court. 

No. 

ENTERTAINMENT TAX 
Question No. 172. 

The Entertainment Tax in this State is levied and 
collected under Ordinance No. VIII of 1944 of this State. 
It has been accepted to create the uniformity of rate 
throughout as suggested by the Government of India, 
Ministry of Information and Broadcasting. 

The comparative statement showing the total re¬ 
ceipts of entertainment tax realised from cinemas and 
other form of entertainment is as follows: — 

Tax for the years 1950-51, 1951-52 and 1952-53. 


( 1 ) Receipts from Cinemas 
Bhopal Talkies 
Bharat Talkies 
Laxmi Talkies 
Sehore Talkies 

Total receipts from Cinemas 


( 2 ) Receipts from Other Sources 
City (Misc.) 

Mufassil (Misc.) 


Total receipts (I) (II) 


1950-51 1951-52 1952-53 


34’120 

14 

0 

43.089 

10 

0 

39'652 

0 

0 

53 -ou 

15 

0 

49-679 

5 

0 

41.288 

0 

0 

7-945 

0 

0 

32-719 

0 

0 

27.380 

0 

0 

14.170 

9 

0 

16.940 

10 

0 

15-456 

4 

0 

1.09.248 

6 

0 

142.428 

9 

0 

1.23.776 

4 

0 


7.041 

10 

O 

413 

10 

0 

58 5 

O 

1.636 

6 

O 

3-761 

7 

0 

5-985 3 

0 

Total 8.678 

0 

0 

3-175 

1 

0 

6.043 8 

0 

1-17.926 

6 

0 

146.603 

10 

0 

1.29.819 12 

0 


It is not possible to give a break up of the revenue 
on the basis of different classes of tickets. However, 
the rates of entertainment tax of different classes are 
given below : — 

(1) On tickets worth upto 

annas 0-8-0 • . Anna 0-1-0 per ticket. 

(ii) On tickets exceeding 
annas 0-8-0 upto tickets 

worth annas 0-15-0 . Annas 0-3-0 per ticket. 

(iii) On tickets worth exceed¬ 
ing annas 0-15-0 • . Annas 0-6-0 per ticket. 


Question No. 176. 

It does not concern with the Excise Department and 
hence the information is Nil. 

STATEMENT A 

Rates of entertainment Tax on different classes 

Question No. 172. 

Class Net Rate E.T. Rate 


For rates of Entertainment tax at the different classes 
in the city and Moffusils please see enclosed statement 
‘A’. 


Bhopal Talkies 


Question No. 173. 

(i), (ii) and (iii) We agree to the proposal contained 
m ( 1 ) and ( 11 ). But with regard to clause (iii) lowest 
class only cannot be exempted from the levy of entertain¬ 
ment tax. 

(iv) Nil. 


Question No. 174. 

The method of evasion by the management of cinema 
is only to allow the person without issuing tickets for 
which a vigilant watch of the Inspectorate staff is 
essential. The above ordinance has allowed Compli¬ 
mentary Tickets upto 10 per cent of the total seats 
provided for m that class. We are collecting the Tax 
through stamps. 


(a) On Saturday on English Pictures only 








Rs. As. 

Rs. 

As. 

Upper Box . 




• 


1 10 

0 

6 

Lower Box . 






1 6 

0 

6 

Balcony 


• 




1 2 

0 

6 

Special 


• 




0 13 

0 

3 

1 st Class 






0 8 

0 

1 

2nd Class 

• 





° 3 

0 

1 

Ladies I 

• 

. 

• 


. 

0 13 

0 

3 

Ladies II 

. 

.. 


. 


0 3 

0 

1 











STATEMENT A —Contd. STATEMENT A —Concld. 




Class 


Net Rate 

E.T. Rate 


Class 

Net Rate 

E.T. Rate 

Upper Box . 


(*) On triinary days 

Rs. As. 

I 2 

Rs. As. 

0 6 

Box 

III. Bharat Talkies 

Rs. As. 
1 4 

Rs. As. 

0 6 

Lower Box 


. 


o 15 

0 3 

Upper Special 

. 

0 15 

0 3 

Balcony 




o 15 

0 3 

Lower special 

. 

0 13 

0 3 

Special 




o 13 

° 3 

1st Class 

. . . 

o- 8 

O I 

1 st Class 




0 8 

0 1 

' and Class 

. . 

0 3 

O I 

and Class 




0 3 

0 1 

Ladies I 

. 

0 8 

0 t 

Ladies I 




0 13 

0 3 

• Ladies II 

. . . . ‘ . 

0 3 

0 I 

Ladies II 




0 3 

0 1 







II. Laxmi Talkies 




IV. Sehore Talkies 



Lower Box . 




0 15 

0 3 

Box 


I 2 

0 3 

Balcony 




0 15 

0 3 

1 st Class 


0 13 

° 3 ' 

Special 




0 13 

0 3 

and Class 


0 9 

0 I 

1 st Class 




0 8 

0 1 

Inter Class . 


0 7 

0 I 

and Class 




. 0 3 

0 1 

3rd Class 


0 4 

0 I 

Ladies I 



• 

0 13 

0 3 

Ladies I. 


0 8 

0 I 

Ladies II 



• 

0 3 

0 1 

Ladies II 


0 4 

0 I 













COORG 


Memoranda of the Coorg Government to the Taxation Enquiry Commission 

MEMORANDUM II 


General Note on Local Taxation 


1. Statistics for the years 1950-51 and 1951-52 in 
respect of the two municipalities and four notified areas 
are furnished. Statistics in respect of the District Board 
are not given as the District Board will be shortly 
abolished and its functions taken over by the Govern¬ 
ment. As regards the Panchayats, separate Questionnaire 
has been received and tjie particulars asked for in this 
Annexure are all included in that and information will 
be furnished direct to the Commission. The Commission 
has been informed of this. There are only two small 
Panchayats in Coorg of negligible importance. 

2. The trend of the budgetary position of each of the 
categories of the local bodies in respect of which statis¬ 
tics are furnished, is towards an incer^se in income and 
expenditure, as a result of the levy of Octroi by the 
two municipalities and three notified areas. The main 
items of income under which increase is noticed are 
House tax, profession tax and Octroi. Under the expendi¬ 
ture side increase is noticed under establishment owing 
to increased pay and allowances, improvement to roads 
and buildings and sanitation. 

3. The House and Profession tax revenue forms the 
bulk of the income besides the income from Octroi. 
The net proceeds of entertainments tax which the State 
will shortly levy will be given to the local bodies broadly 
on the income derived from the areas. Grants-in-aid by 
the Government is made for the following purposes, viz., 
roads and buildings, education and other purposes. The 
local bodies in Coorg do not derive any income from 
commercial, transport and other undertakings. There is 
now a proposal to take all educational institutions from 


local bodies under Government management and to take 
from such local bodies certain amounts as contribution 
towards education. 

4. The principal categories of taxes are, profession tax, 
house tax and Octroi. The income under these is on the 
steady increase owing to the increase in the population 
of urban areas and consequent increase in trade and 
other avocations. 

5. The Coorg Municipal Regulation, 1907, empowers 
the Municipalities and the Notified Areas to levy a tax 
on houses, buildings or lands within the municipal and 
notified Area limits at a rate not exceeding 7J per cent 
of the gross annual letting value of the houses, build¬ 
ings or lands. At present the municipalities and the 
Notified Areas are levying house tax at 6 J per cent and 
they have been requested to take steps to increase the 
rate to 74, the maximum allowed under the Regulation. 
The Mercara' Municipality, has however proposed that 
the rate of house tax may be increased to 12 per cent 
This will require amendment to the Regulation by 
legislation and the matter will be examined. The local 
bodies in Coorg are utilising all available tax resources. 

6 . Each of the local bodies in Coorg have set up 
separate staff for collection of tax etc. Taxes are collected 
in the manner provided in the Municipal Regulations 
1907, which also makes provision for appeal and revision 
in cases -of levy of taxes and assessment. 

7. Tax exasion is practically negligible in Coorg. 

8 . Nil. 


ANNEXURE II 

Income and expenditure of local bodies. 


SI. No. Particulars Municipalities Village Panchayats 

r--*-- ,-^ 

t 95°-51 i 951'52 1950-51 1951-53 


A. General Information 

I Number ............ 

3 Population ........... 

3 Total Income from all sources ........ 

4 Total Income from rates and taxes ....... 

5 Per Capita incidence of total income ....... 

6 Per Capita incidence of income from taxes . . 

B. Details or Inqome 


1.96,741 

43 - 8-4 

30-8-1 


6 

24,527 

3,10,338 

2 , 39,803 

73-2-9 

40-4-9 


/. Tax-Revenue: 

({) General Property Tax (tax on houses and lands) . 

(u) “Service” Taxes (water, lighting, drainage, conservancy, etc.) . 

(tti) Local Fund Cesses. 

Ik) Octroi and Terminal Taxes (to be shown separately) 

(0) Tolls.. . _ . 

(vi) Taxes on goods and passengers carried by road on Inland waterways 

(vii) Taxes on vehicles, animals and boats. 

(wit) Profession tax ......... 

( ix) Theatre Tax ......... 

(x) Pilgrim Tax ......... 

(«) Town improvement and betterment Taxes .... 

(xii) Other Taxes, cesses and rates (to be specified separately) 

Total 

II. Non-Tax Revenue: 

(a) Grants from Government : 

(i) for roads and buildings. 

(it) for education . .. 

(fti) for medical and public health purposes .... 

(iv) for other purposes.. 

Total 


36,009 

797 

28,871 

1,294 



1,39,252 

3,853 

1,77,320 

3,487 



876 

25,438 

i,34i 

26,834 



536 

650 



i,9 6 ,74i 

2 , 23,802 



”,577 

4,820 

ii,750 

4,820 

•• 

V* 

1,422 

150 


.. 

17,819 

16,720 



44,884 

5,55i 

2,454 

44,563 

9,024 

20 

•• 

* ■ 


(b) Fees, Fines, etc. 

(c) Miscellaneous . 


Grand Total 


13 , 68,367 


3 , 10,338 






















ANNEXURE II—contd. 


■** 

S. No. Particular . 

Municipalites 

Village Panchayats 

I 95 0 * 5 I 

J 951-52 

1950-51 1958-52 

C. Details of Expenditure 




(i) Administration. 

(ii) ‘Service’ (water supply, drainage, conservation lighting, etc) charges . 

* («i) Medical and Public health . . .. . 

(tv) Roads and Buildings.. 

Education ........ 

(») Miscellaneous. 

58,715 

76,995 

18,730 

57,374 

32,485 

a 1,808 

72,095 

69,587 

12,916 

60,585 

29,973 

30,108 


Total 

3,66,107 

2 , 75,294 

.. 











MEMORANDUM III 

Note on Land Revenue 


1. The amount of land revenue realised from 1936-37 
onwards is furnished below : — 


Year 





Ordinary 

Revenue 

Other col¬ 
lections 

Total 

1936-37 

. 




3 . 78,487 

9 ,* *4 

3,87,601 

* 937-38 





3,46,108 

10,318 

3,56,426 

* 938-39 





3,46*670 

8,557 

3 , 55,227 

1939-40 





. 3 , 95 ,* 4 * 

9 , 54 * 

4,04,682 

1940-41 





3 , 43,734 

8,606 

3 , 52,340 

194 *-42 





3 , 97,479 

10,336 

4,07,815 

* 942-43 





4,05,27* 

8,507 

4 ,* 3,778 

* 943-44 





3,66,436 

8,662 

3 , 75,093 

*944-45 





3 , 94,450 

*0,363 

4,04,813 

* 945-46 





4 , 09,370 

* 5,984 

4 , 25,354 

* 946-47 





4 , 25,257 

20,270 

4 , 45,527 

1947-48 





3 , 59,285 

15,578 

3,76,863 

1948-49 





4 ,* *,873 

*0,465 

4,22,338 

* 949-50 





3 , 87 , 44 * 

* 7>*53 

4,04,694 

1950-5* 





3,72,681 

23,649 

3 , 96,330 

* 95*-52 





3 , 59,*97 

27,756 

3 , 86,953 

* 952-53 





•• 

•• 

4,19,840 


There have been no statutory changes affecting the 
tenures rent etc., and therefore, there has not been any 
appreciable quantitative changes in the land revenue 
realised. 

2A. The information as to break-up of land revenue 
receipts in relation to various types of tenures is not 
readily available. The lands are used for cultivation of 
rice, ragi, pulses, coffee, orange, pepper, cardamom, 
rubber, tea, coconuts, arecanuts, Plantains and vege¬ 
tables. There are also unassessed lands known as bane 
lands which are used for grazing collection of jungle 
soil, green manuer and other purposes. The lands in 
urban areas are mostly used as house sites. 

(ii) The permanent demand consists of the assessment 
on the land. The total demand varies according to new 
lands brought under cultivation and assessed or to the 
assessment on some lands having been reduced or 
remitted on account of the abandonment of cultivation 
on such lands etc. 

3 to 5. The first Revenue Settlement was conducted by 
the Coorg Rajas during the years 1805 to 1816. This 
was continued till 1895. A summary settlement intended 
to last for 10 years was carried out in 1896, according 
to which certain enhancement of land revenue was 
effected. A general re-assessment of land revenue was 
undertaken between 1907-13 and map and assessment 
record for each village was brought up-to-date. Assess¬ 
ment was fixed in respect of various holdings according 
to the nature of cultivation and fertility of the soil 
(Taram). This settlement was intended to be current for 
30 years. 

The revenue system in Coorg is largely ryotwari and 
Government deals with the owner of the land direct 
and not through a middle man. The ryot who has 
acquired possession of the land is allowed to retain it 
as long as he pays the Government dues. 

The lands may be divided into two broad categories 
i.e., the lands owned by the Government and those owned 
by private individuals. The following are the Govern¬ 
ment lands. 

(1) Reserved forests maintained for preservation 
of forest growth and administered by Government 
through Forest Department. 


(2) Dovaracadoos or sacred Forests which are usually 
assigned to some diety or temple. The villagers have the 
right to take firewood for temple worship, materials for 
Constructing pendals and timber with permission for 
repairing the temple. 

(3) Urudves or village forest. —Th~ villagers can graze 
their cattel and take firewood and timber for agricultural 
purposes from these lands. 

(4) Paisari. —Under this category come all lands which 
are not owned or occupied by any one, including river 
beds, river margins, tanks, roads etc. The villagers are 
permitted to graze their cattle in these lands free of 
charge. 

.Lands are held by private individuals under various 
tenures. Important ones are briefly explained below. 

(1) Jama. —These are military service lands held on 
payment of half the rate of assessment in consideration 
of military or semi-military service to be rendered when 
demanded. 

(2) Umbli. —These lands were granted for past meri- 
torius services and assessed at l/10th, 1/4 and 3/10th 
of the ordinary rate of assessment. 

(3) Jaghir. —These are held free of assessment in 
consideration of the services rendered in the past. 

(4) Battamanya. —Lands granted to Brahmins and 
their lineal descendant to be held free of assessment 
on condition of the performance of certain religious 
ceremonies 

(5) Sarvamanya or Mutt lands. —These were assigned 
to religious institutions to be held free of assessment 
on condition of the performance of religious ceremonies 
etc. 

( 6 ) Jodi. —In the case of these lands half the assess¬ 
ment is assigned to temples or religious institutions. 

(7) Gowdumbli and Naimannu. —These are village 
service lands held by patels and Kuluvadies respectively. 

( 8 ) Sagu lands are the ordinary ones which are held on 
payment of full rate of assessment. 

Rice is cultivated in valleys and other high lying lands 
where there are water facilities. Tarams have beep 
assigned for each plot of land for which a separate Sy. 
No. is given with due regard to soil condition, water 
supply and situation i.e., high lying or low lying. Units 
are also assigned in consideration of transport facilities 
and nearness to markets. On these factors assessment 
has been fixed and it varies from 4 annas to Rs. 5 
per acre. 

Dry lands on which ragi is grown are also classified 
according to soil condition and taram assigned them 
and assessment fixed ranging from 4 annas to Rs. 2 
per acre. 

In the case of coconut and arecanut assessment was 
fixed according to water supply and condition of garden. 
The rate varies from Rs. 2 to Rs. 8 per acre. 

In the case of lands cultivated with coffee, cardamom, 
pepper, orange, tea or rubber, the maximum rate of 
assessment is fixed at Rs. 2 per acre. 

The owners of wet lands have also been allowed to 
possess unassessed forest lands adjoining the wet lands 
under the hithlu tenure for building houses, cattleshed 
etc., and banes for grazing cattle, and collecting fire¬ 
wood and timber for their bona fide private use. There 
is a proposal to levy assessment at the rate of 4 annas 
per acre on these unassessed bane lands. 

The rate of assessment was fixed with due regard to 
the price for the produce and the cost of cultivation. 


6 . The resettlement of land revenue was due in 
1941-42; but it had to be postponed on account of the 
large amount involved in the operations and the war. 
The question was taken up after the termination of the 
war and the officer was given some training in settle¬ 
ment work in Madras and was appointed as the Settle¬ 
ment Officer. Under his guidance the resettlement opera¬ 
tions are being carried on from 1951 and it is expected 
to be completed within about two years. 







7. There is no zamindari or similar tenures in 
Coorg. 

8 . Co-operative farming was not in existence in this 
State. It is proposed to be started in certain places and 
the question of grant of any special concession is still 
under consideration. 

9. Assignment of land revenue has been conceded in 
the case of lands assigned to temples and religious insti¬ 
tutions. Such assignments have been granted under 
certain conditions i.e., pujas or other services are re¬ 
quired to be performed. If the conditions are not satis¬ 
fied the assignments are liable to be cancelled. 

10. There is provision in the Revenue rules to grant 
seasonal suspensions or remission of assessment in the 
case of annual crops such a rice or ragi. If on account 
of causes beyond the control of the cultivator such as 
scarcity of water, floods or fire, the crop has failed or is 
destroyed and the circumstances of the grower are such 
as to deserve sympathetic consideration, suspension or 
remission of assessment is allowed. If the crop reaped 
is less than 4 annas in the rupee of normal. crop, full 
assessment is remitted. If the crop is more than four 
annas but less than 6 annas the rupee, 50 per cent of 
the assessment is remitted and if it is more than 6 annas 
but less than 8 annas crop 25 per cent of the assess¬ 
ment is remitted. If the crop realised is 8 annas in the 
rupee or more, no remission is allowed. 

11. District Fund cess is levied at 3 annas per rupee 
of sagu assessment and it is levied for the purpose of 
imparting primary education. The limit of this cess is 
enhanced to 6 annas in the rupee under a Bill passed 
recently amending the Local Fund Regulation with a 
view to secure more funds for public purposes. No irri-' 
gation cess has been levied so far. Irrigation tax is 
levied at the rate of Rupee one per acre of land com¬ 
manded by Government irrigation channels and at the 
rate of 8 annas per acre of land commanded by irrigation 
tanks, maintained by Government. 

12. Though in a strict sense, the term agricultural 
purpose means cultivation of cereals only, in a broader 
sense, the cultivation of money crops such as Coffee, 
Orange, Pepper, Cardamom etc., may also be brought 
under its purview. The assessment in the case of all 
those is governed by the principle under which assess¬ 
ment was fixed at the Settlement of land revenue. In 
the strict sense of the work, non-agricultural purposes 
may be said to be uses of land such as constructing 
dwelling or shop buildings. No assessment is levied on 
such buildings in rural area; but, house taxes are levied 
on such buildings in the urban area. 

13. The Revehue Department in the State is under the 
immediate charge of the Assistant Commissioner. The 
State is divided into divisions known as Taluks which 
are under the charge of Subedars. There are two Taluks 
now and it is since decided to divide the State into 
three Taluks with immediate effect with a view to 
intensify development under the Community Projects 
Schemes. Each Taluk is further divided into revenue 
sub-divisions known as Nad and Hoblies and a Farpatti- 
gar is put in charge of each of these sub-divisions. 
Collection of land revenue is undertaken in the Nad 
Offices and necessary records required for the purpose 
are maintained in those offices. These records and the 
Collection work are constantly checked by the Subedars 
and the Assistant Commissioner. For fixing the demand 
of land revenue payable by each land holder in the 
various villages within each Nad and a jamabandi is 
held for each Nad every year by the Chief Commissioner 
or the Assistant Commissioner as the case may be. In 
order to assist the Parpattigars there are Revenue 
Inspectors who are known as Shanbogs and these are in 
charge of a group of villages known as circles. The duty 
of these Shanbogs is to carry out surveys and necessary 
alteration in the Revenue and Land Record Registers 
as ordered and maintain the records up-to-date. All the 
above Revenue Officials are stipendiary officers. In each 
village there is a patel who has to report to the Nad 
Office any changes in occupation of lands or any other 
occurrences in the villages. His post is hereditary and 
there is no proposal to replace the system by appointing 
stipendiary staff. The Patel does not actually collect land 
revenue .but has to see that the land holders within his 
village pay the assessment due by them in the Nad 
Office within the time prescribed for payment and other¬ 
wise assist the Nad Office to recover the dues by distraint 
and sale of movables or immovables of the defaulters. 

14. There are no arrangements for appeal by the 
assessee to a judicial or semi-judicial authority. The 
appeal has to be made to the Assistant Commissioner 
and over his orders to the Chief Commissioner. 

15. The arrears are being recovered before the follow¬ 
ing years assessment falls due. 


Answers to Questionnaire on Land Revenue and 
Land Cess. 

Question No. 143. 

The whole area in Coorg is under ryotwari tenure. 
I consider that the land revenue policy should be based 
on periodical settlement. 

Question No. 144. 

(i) The period of guarantee or currency was fixed in 
the past at thirty years. The same period may be fixed 
each time in order to ensure stability to the cultivator. 

(ii) Rate per acre varying according to the nature of 
cultivation, yield, prices, cost of cultivation etc. may be 
continued to be levied as hitherto. 

(iii) Basic rate may be fixed with reference to the 
price realised and the working expenses incurred during 
the past thirty years. 

(iv) (a) Yes. 

(b) No. 

(c) Not necessary. 

(v) Not possible due to storage difficulties. 

(vi) Uniformity cannot be maintained due to varia¬ 
tion in soil and weather conditions. 

Question No. 145. 

The original settlement having been based on sound 
principles, no additional principles seem necessary for 
a resettlement. 

Question No. 146. 

As resettlement has already been undertaken and is 
in progress, necessity for transitional steps does not arise 
now. Levy of surcharge was contemplated a few years 
back but it could not be introduced due to opposition 
in the Legislative Council. 

Question No. 147. 

Such cases have not occurred in this State. 

Question No. 148. 

Has not occurred. 

Question No. 149. 

Initial concession in the matter of payment of assess¬ 
ment may be allowed besides special grants or other 
considerations. 

Question No. 150. 

(i) Alienation or assignment of land revenue in favour 
of temples or religious institutions have been allowed on 
certain conditions. If such conditions are not observed 
in any case, the alienation or assignment is liable to be 
resumed. A committee has already been formed to insti¬ 
tute enquiries in the matter and submit report to the 
Government for consideration. 

(ii) (a) Concession consisting of remission of assess¬ 
ment varying from 2 to 12 years as allowable under the 
Revenue Rules according to the nature of cultivation. 

(b) The same concessions are allowable in the case of 
transfers on special tenure or ordinary tenure to any 
member of the public or to an educational or charitable 
institutions and co-operative Societies. No change in the 
policy now adopted seems necessary. 

(iii) Suspension or remission of assessment due for 
particular year is allowable in the case of annual crops 
only, such as rice and ragi, if on account of causes 
beyond the control of the grower such as scarcity of 
water, floods, fire etc., the crop has failed or is destroyed 
and the condition of the individual merits such considera¬ 
tion. This is allowed in accordance with the extent of 
failure or loss of crop. This may continue. 

Question No. 151. 

(i) Agricultural land in rural areas used for non- 
agricultural purposes may be made liable to pay pehal 
rate of assessment. 

(ii) Exemption from the payment of penal assessment 
may be allowed if the concession is necessitated on 
account of sanitary conditions or extension of industrial 
pursuits. 

(iii) They may be made liable to pay certain rates of 
assessment to the State in the case of rural areas. They 
are being taxed by the Municipalities in urban areas. 


Question No. 152. 

The administrative system so far as the collection of 
land revenue is concerned is considered adequate. There 
is no proposal to enlarge the functions of the revenue 
staff at the village level so as to include development of 
extension duties. Under the Community Projects such 
duties are proposed to be entrusted to Gram Sevaks or 
Village Level Workers. There is a proposal to enlarge 
the functions of the Subedars in the direction of develop¬ 
ment and extension duties in connection with the Com¬ 
munity Projects Development Schemes and the Parpatti- 
gars are also required to render assistance to the 
Development workers without prejudice to their other 
duties. 

Question No. 153. 

. There is no tendency or proposal to delegate the func¬ 
tions of the State Government in respect of land revenue 
to local bodies. 

Question No. 154. 

(i) Land Cess is levied on the basis of land revenue 
and it may continue. 

(ii) It will be better to introduce a degree of gradua¬ 
tion in the rates of land cess. Lowest rate may be im¬ 
posed on a person paying land revenue not exceeding 
Rs. 25, slightly higher rate on a person paying land 
revenue between Rs. 26 to 100 and maximum rate of 
cess on person paying land revenue exceeding Rs. 100. 
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(iii) Cess had been placed within the purview of the 
District Board. As it has been decided to abolish the 
District Board the cess will come within the purview 
of the State Government. Consequently the question of 
earmarking cesses for specific purposes does not seem 
to arise. Except to the extent that the Panchayats to 
be constituted in semi-urban areas may take over part 
of the functions hitherto discharged by the District Board. 

(iv) Does not arise so far as this state is concerned. 

IRRIGATION RATES AND BETTERMENT LEVY 
Question No. 155. 

A betterment levy and suitable irrigation Cess may 
be imposed for all lands under command. 

Question No. 156. 

One half the increment in land value may be absorbed 
by the State as betterment levy say in four or more 
annual instalments. 

The increment in value may be assessed by a Com¬ 
mittee and it may be recovered by Revenue Staff. The 
recovery should be made after the project comes into 
full operation when substantial incremental value is 
actually realised. It will not be proper and practicable 
to impose a betterment levy on lands already benefltted 
by an existing irrigation work. But, if substantial im¬ 
provement is carried out, such levy may be enforced. 
There should be publication before a project is imple¬ 
mented or substantial improvement is carried out to 
the existing irrigation work to the effect that a better¬ 
ment levy would be imposed and such work should be 
•executed if a majority of the owners of lands commanded 
by the irrigation work agree to the betterment levy as 
well as to the levy of cess. 


Question No. 159. 

The same principles may apply but the rate will have 
to be proportionately less. 

Questions Nos. 160 and 161. 


No remarks. 

Statement showing the Revenue and Expenditure in 
the Coorg Forest Department. 


Year 



Revenue 

Expenditure 

1930-31 



Rs. 

From 1930-31 to 1937-38 

. . . 3 , 10,160 

Rs. 

2 , 83,147 

1931-32 



• • • 4 , 85,821 

2 , 28,515 

1932-33 



3.37.323 

1,99,098 

1933-34 



• • 4.32,344 

1,93,013 

1934-35 



3 , 54,418 

1 , 98,059 

1935-36 



3 , 26,621 

1 , 99,064 

1936-37 



• • • 3.49,215 

2 , 11,396 

1937-38 



. . . 4 , 04,528 

2 , 03,658 

1938-39 



From 1938-39 to 1945-46 

3 , 13,605 

1 , 84,298 

1939-40 



• • • 3 , 26,566 

1 , 71.264 

1940-41 



. . . 4 , 04,260 

1,95,685 

1941-42 

• 


• • • 4,42,339 

1 , 78,235 

1942-43 



... 4 , 67,004 

2 , 06,929 

1943-44 

• 


• • • 7,i3,74i 

2 , 92,368 

1944-45 

• 


• • 10 , 49,769 

3,57,974 

1945-46 

• 


• . . 14 , 66,889 

4 , 22,066 

1946-47 

• 


From 1946-47 to 1952-53 

. . . 21 , 61,300 

4,47,9io 

1947-48 

• 


15,50,770 

5,69,372 

1948-49 

• 


23 , 39,207 

7 , 30,618 

1949-50 

• 


• 24 , 34,464 

9,49,330 

1950-51 

• 


• • • 30 , 19,632 

8 , 18,656 

1951-52 



. . . 26 , 60,622 

8 , 26,269 

1952-53 



36 , 23,389 

13 , 69,604 


. Note on Land Revenue Settlement in Coorg. 


It is not necessary to earmark the proceeds of any 
project for the purpose of that particular project, 

157. The irrigation rate should be not more than an 
adequate charge for the water supplied. At present water 
tax is levied at Re. 1 per acre in the case of irriga¬ 
tion channels and at 8 annas per acre in the case of 
irrigation tanks maintained by Government. The cess 
may be levied at rates proportionate to the adequacy of 
water supply in respect of old as well as new irrigation 


(ii) Irrigation rate may be based on area irrigated and 
quantity of water supplied. 


•^ ii l, Wate , r ., rate m£ *y be revised once in 30 years alone 
with the settlement of land revenue rates or more fre¬ 
quently if circumstances justify such revision. 


(iv) Concessional or incentive rates may be levied in 
deserving cases. 

Question No. 158. 


The irrigation Cess should bear some relation to a 
reasonable interest on the capital investment and to the 
annual cost of maintenance of the work except in the 
case of protective works in distress areas. 


Rajas Doddaviraraja and Linga Raja conducted a 
Revenue Settlement during the years 1805 to 1816. There 
was no regular attempt at revision till 1895, when statis¬ 
tics began to be collected for a re-settlement. But in the 
year 1896, pending resettlement, summarily, an enhance¬ 
ment of one anna in the rupee was made on wet lands, 
besides, 4 annas on best coffee estates and 3 annas on 
Wanti holas—(previously unassessed dry area). 

During the settlement between 1907 to 1913, the main 
object was a fair redistribution of Land Revenue and not 
enhancement and Government of India however fixed 
that the ultimate demand for Taluk, village or holding 
should not exceed 30 per cent, 66 per cent and 100 
per cent respectively. Wet lands were classified accord¬ 
ing to soil, sufficiency of irrigation and comparative ele¬ 
vation. Soil was classified under (1) Loam, (2) Sandy 
Loam, and (3) Sandy soil. Water was classified as (1) 
abundant, (2) sucient, and (3) insufficient. Elevation 
(1) high-lying and (2) low lying. As Coorg is mainly a 
rain fed area, elevation is very important. These divisions 
of soil, water-supply and elevation in different combina¬ 
tions give 18 grades of land and the grades have been 
arranged for assessment purposes into 8 classes called 
tarams. In a number of cases, the yield of each taram 
was taken and considering the average price for previous 
20 years, the net income was calculated after deducting 
expenses. The assessment fixed represented approxi¬ 
mately one-fifth of the net profits or about 10 per cent 









of gross produce. Besides some allowance is made for 
unculturable waste and distance from market, besides 
special allowances for particular villages having special 
disadvantages. The highest wet rate fixed was R?. 5 
an acre and lowest 0-6-0 and these rates continue even 
now. There are a few channels which irrigate wet lands 
and they pay on extra water rate of one rupee an acre 
or 8 annas an acre according to abundance of supply. 

In regard to dry cultivation (mostly pulses) the land 
was classified according to soil in five categories and the 
highest rate was Rs. 2 an acre and lowest 4 annas an 
acre. 

.Coffee was assessed at Rs. 2 an acre except some 
garden at Rs. 2-4-0. So also cardamom and orange and 
pepper. 

Ordinarily, the settlement rates should have been 
revised after the expiry of 30 years i.e. from 1040 alone. 
But first owning to war and later on for want of 
staff etc. it was postponed from year to year and taken 


up only early in 1951 and it is expected that the revised 
rates will be levied during 1954-55, recoverable in 
February-March 1955. The basic pfrinciples of previous 
settlement will be followed and the increase will in 
probability be a percentage increase of rates. 

The Coorg Land Revenue system is governed by the 
Coorg Land and Revenue Regulation 1899. Coorg is a 
Ryotwari area and, theffe are no zamindaris. There are, 
however, about 40,000, acres of Jama wet lands which 
pay half the ordinary Sagu? rates, and about 10,000 acres 
of assessment free Jahagir wet lands (including Bata- 
manya lands) and 6500 acres of Umbli wet assessed at 
1/10, 1/4 and 3/10 of ordinary* ; iagu rates. These are 
all inalienable lands. 


. During the time of Rajas in ‘conjunction with wet 
large uncultivated forest adjoining areas were granted 
free of assessment and they have that previlege’ even 
now, if dncultivated. There is now a proposal to assess 
these uncultivated lands at 4 annas an acre in view of 
its use as a grazing land etc. ? ll - ■ 



MEMORANDUM IV 

Note on Agricultural Income Tax 


Section I— Factual Background. 

The Coorg State has introduced Agricultural Income- 
tax since 1951 by an Act of the State Legislature. 

History of the Act 

The economy of Coorg being essentially agrarian the 
finances of the State had to be derived from the re¬ 
sources of the Agriculturists. A scheme for the taxation 
on the Agricultural income was thus conceived and was 
being deliberated for some years. The war boom and 
the post-war period sent up the prices of Coffee, Carda¬ 
mom, Orange and Pepper, sky-rocketing and there was 
a phenomenal increase in the income of the Coffee and 
Cardamom planters. This settled all the doubt whether 
the taxation scheme would be profitable and sufficiently 
remunerative to the State. 


It was on the eve of the General Elections, Coorg had 
already been accorded the Status of a Part “C” State 
in the Constitution. It had to have its own legislature 
and ministry. By and by the apron strings which tied 
the State to the Centre would be loosened and the State 
would have to stand on its own legs. To achieve this, 
the State had to augment its finances. The legislation 
to introduce a tax on the Agricultural Income, was 
therefore immediately taken up by the then Legislative 
Council and unanimously passed into Act. The Coorg 
Agricultural Income-tax Act (Act I of 1951) was thus 
born with the assent of the President in Council on 
13-5-1951. 


Pattern. —The Act has been modelled on the pattern 
of the Indian Income-tax Act 1922. Most of the sections 
are verbal reproductions of similar provisions in the 
other Act. The Agricultural Income-tax Acts of Travan- 
core, Assam and Bengal have also been consulted and 
followed in respect of some provisions. 


The scheme of taxation can be summarised thus: 

Assessees have been divided into 6 classes, Individuals, 
Hindu Undivided Family, Marumakataya Tarward or 
Alliyasantana Family, Firm, The Association of Persons 
and Company. Excepting the Hindu Undivided Family 
all other classes of Assessees are to pay tax if their 
agricultural income for any year exceeds Rs. 3500; 
the taxable minimum in the case of Hindu Undivided 
Family is Rs. 7000. The rates of taxes for assessment 
have been specified in the schedule in the Act. The 
important distinction between the Indian Income-tax 
Act and this Act is that, where the rates of taxes and 
the taxable minimum for the different classes of asses¬ 
sees are prescribed by the annual Finance Act under 
the Indian Income-tax no such legislature is called for 
under this Act. The taxable minimum and the rates 
cannot be altered as they form part of the Act. In this 
it follows the Mysore Income-tax Act. , 


Defects. —Hurried through as it was, the drafting of 
the Act could not be done perfectly. Mistakes obvious 
and unintended are to be found here and there and most 
of these have been remedied by the Amendment Act 
which was passed in March 1953. Rules in accordance 
with the Provisions of the Act have also been passed 
and put in operation. There are still some rectifications 
to be desired and these are under the consideration 
of the Government. 


Working. —The annual report for 1951-52 has shown 
489 cass on file out pf which 96 cases were removed, 
47 new cases introduced, 364 cases disposed off 
during the financial year end and a total demand of 
Rs. 14,80,015 raised; Rs. 13^36,757 collected within the 
period. The budget estimated was 10-5 lakhs. 22 cases 
of appeals were preferred, 15 cases were disposed off, 
one was withdrawn and 6 pending. , 


In consultation with the Central Board of Revenue the 
local Income-tax Officer is in additional charge of the 
State Agricultural Income-tax Department. Besides him, 
there is a Personal Assistant to the Agricultural Income- 
tax. Officer, One Inspector, One Upper Division Clerk, 
One Lower Division Clerk and a Steno-typist. The 
expenditure incurred in the Establishment for the year 
1951-52 was Rs. 20,089. There is no elaborate collecting 
Agency and the work is mostly done by liaison arrange¬ 
ments with the sister Departments who have interrela¬ 
tions with this subject. 


Agricultural Products 

The crops raised in Coorg, are mainly Coffee, Paddy, 
Pepper, Orange and Cardamom. There are few rubber 
plantations and areca gardens in the border areas bet¬ 
ween Coorg and Malabar and South Kanara. There is a 
solitary Tea estate. Besides these there are other minor 
produce such as, coconut, cashewnut, banana, honey 
and toddy palms, etc., which are not of much importance 
and do not bring in any considerable amount of income. 


Section II.—Replies to Questions 
Question No. 139. 

In the State of Coorg Agricultural Income-tax is a 
mere important source of revenue and as such no major 
modification in the present system of taxation of Agri¬ 
cultural income is suggested. 


Question No. 140. 

(a) I am not in favour of correlation of Agricultural 
with non-agricultural income-tax. Such a measure will 
be very elaborate requiring amendments to several 
provisions of the Income-tax Act and the rates of taxa¬ 
tion. 

(b) Levy of land revenue is a deductable expenditure 
and as such there is no modification or alteration neces¬ 
sary to the exisiting system of taxation under the agri¬ 
cultural Income-tax Act in operation. 


Question No. 141. 

(i) In the absence of comparative accounts regarding 
a number of small cases computation of income is done 
by an estimate based om average expenses incurring on 
an acre of cultivation of a particular kind of crop based 
on statistics available from the Agricultural Department 
neighbouring owners who maintain accounts, method of 
cultivation employed by the Assessee, quality of crop 
picked and the weather conditions prevailing during 
cultivation season and its effect on the crop. 


Treatment to be given in particular to the main items 
of expenditure such as expenses of cultivation, harvest¬ 
ing, preparation for the market, etc., will depend upon 
the above consideration. 


(ii) Agricultural losses sustained will be determined 
with reference to accounts produced and local enquiries 
instituted. Th» loss will be carried forward until such 
time it meets with a good crop. In case of continued loss 
such losses will be carried forward for a period of six 
years after which if the loss continues the case will be 
removed from file. 


(iii) (a) Live Stock. —Depreciation claim in respect of 
Live Stock is not introduced. At present any purchase 
of cattle etc. proved by accounts and ascertained to be 
for agricultural purposes is treated as revenue expendi¬ 
ture. In this connection the Hyderabad Government have 
introduced a special provision in -their Agricultural 
Income-tax Act on live stock. I am in favour of such 
provisions to be introduced uniformly in all States. 


(b) Implements and carts. —Implements used for agri¬ 
cultural purposes such as Mamoties, Spades, Axes, Sickle, 
Knives etc. are subject to wear and tear and their utility 
will not extend beyond a couple of years. Similarly cart 
is a minor thing to be taken for depreciation considera¬ 
tion. A cart without the bullocks coming together for 
depreciation claim will be a negligible item. I am in 
favour of including such expenses under revenue ex¬ 
penditure. 


(c) Means of irrigation—wells etc. —As provided in the 
Rules framed under the Coorg Agricultural Income-tax 
Act 1951, liberal allowance are made for irrigation works 
by way of usual and further allowances ranging between 
25 to 40 per cent of the original cost of erection of wells, 
channels etc. Irrigation is a very important thing in 
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Agriculture and as such the best treatment is obtainable 
if an uniform method is employed, in the manner stated 
above in all States. 

(d) Buildings .—Such of the buildings which are requir¬ 
ed for agricultural purposes alone are being considered 


for allowing depreciation claim. Costly bungalow* built 
for luxury cannot be treated as assets required for pur¬ 
poses of cultivation. 

Question No. 142. 

The rates fixed at present arfe noted below : 


( 1 ) On the first Rs. 

1,500 of total 

Agricultural income 


: v 

NIL 

(*) „ 

99 

3.500 

99 



. Six pie in the rupee. 

(3) „ 

>9 

5.000 

99 



Nine pies in the rupee. 

(*). „ 


5.000 

99 



. . Ope anna in the rupee. 

(5) 

99 

5 »ooo 

99 



. One anna & six pies in the rupee 

(6) „ 

ll 

5,000 

99 



. . Two annas in the rupee. 

( 7 ) ,, 

» 

10,000 

99 


* 1 

. Two annas A Six pies in the 
rupee. 

(8) „ 

99 

15,000 

99 


• ■ 4 

. . Three annas in the rupee. 


(9) On the balance of total agricultural income 


. Four annas in-the rupee. 


Provided that : — 

( 1 ) no agricultural income-tax shall be payable on 
a total agricultural income which is less 
than seven thousand rupees in the case of every 
Hindu undivided family and three thousand 
five hundred rupees in every other case ; 

( 2 ) the agricultural income-tax payable shall in no 
case exceed one-half of the amount by which 
the total agricultural income exceeds three 
thousand five hundred rupees. 

In my opinion the schedule of rates is a well considered 
one and there is no need to graduate them differently. 
This cannot be adopted as an uniform rate in all the 
States, where agricultural income is divided on different 
kinds of crops. I favour that, such of the States Which 
raise plantation crops in greater proportion than the 
staple food crops can conveniently adopt these rates. The 
exemption limit can be raised to Rs. 3,500/- instead of 
Rs. 1,500/- in force at present. In such a case the first 
step in the schedule has to be altered thus : — 

t, ' 

Oathe first Rs. 3500 of total agricultural income Nil. 

„ next Rs. 1500 „ ' Six pies in the 

rupee. 


Section III— Other Remarks 

The Income-tax Act II of 1886 granted exemption in 
respect of Agricultural income in unqualified terms by its 
Section 5 and introduced the definition of Agricultural 
income. The Centre has delegated powers to State. Legis¬ 
lation to levy taxes on Agricultural income. Article 270 
of the Constitution (entry No. 46 List II). It is time that 
several States in India which have not introduced this 
tax may very well consider it now to be an important 
source of revenue to their State Exchequers which 
could be used for Nation Building purposes while doing 
so the rates of tax and the enforcement of law in the 
levy of the tax may be made as considerate and liberal 
as the conditions prevailing in the States would afford 
to do without undue hardship on the Agriculturist who 
is the back-bone of the country. 

STAMP DUTIES AND COURT FEES 

Para. 162. 

The stamp duties and court fees levied in Coorg is 
according to rates prevailing in the Madras State except 
that in a very few cases, different and lesser rates have 
been adopted. In regard to para. 162(1) and (2), it is 
felt that the existing rates are reasonable, though there 
is a section considering the Madras rates as unreasonably 
heavy, particularly for sales and mortgages. As regards 
uniformities of rates in different States, it is considered 
not essential to have uniform rates. In certain States, 
certain types of transactions are numerous and unless 
they are properly taxed, the State revenues will suffer 
a set back. The estimated revenue from stamp duty and 
Court fees for the year 1953-54 is Rs. 1,56,000 and 
Rs. 46,000 respectively. Any further increase in rates is 
likely to result in decreased recourse to Civil Courts. 

Para. 164. 

It is just under arrangement to levy entertainment 
tax in Coorg. It is felt that the collection of taxes on the 
sale of goods or other transactions should not be extend¬ 
ed as it will not only further increase the inconvenience 
of the public but the net income is also not likely to 
be appreciable. In 4 very small place like Coorg having 
an area of 1582 sq. miles, about 1/3 of which is Forest 
area, Octroi is levied in five small towns, the biggest 
town having a population of 10,000 and odd. 


Para. 165. 

Stamp duty is not ordinarily avoided in Coorg but 
there may be a few cases annually where, in transac¬ 
tions whose parties are friends or relatives, by mutual 
agreement, sale deeds are. made for a lesser amount to 
avoid stamp duty. If the Apt gives discretion to recover 
duty according to the market value of the property, this 
evasion could be avoided. ^ 


Para. 166. 

Please see remarks against para. 162. 

Para. 161. 

The existing rates of court fee is considered to be 
sufficiently high and there is no scope for enhancement, 
therefore existing rates may continue. 

Para. 298. 

At present, under the Codrg District Fund Regulation, 
a cess of annas 3 a rupee is collected on land revenue 
paid, for the Coorg District Board, for the maintenance 
of some schools, hospitals, village communications etc. 
According to the recent decision of this State, the District 
Board will shortly be abolished and the State Govern¬ 
ment will assume its functions. “The Coorg Land Cess 
and Taxes Bill” abolishing the District Fund CesS and 
authorising the Government to collect cess up to 6 annas 
in the rupee to be used for maintenances of hospitals, 
schools, roads etc. has just been passed. An assurance 
has however been given that though there is power, more 
than 3 annas in the rupee will not be collected for the 
present. The other local bodies in, the State cte. Munici¬ 
palities, Notified Areas and Panchayats do not levy any 
cess. There are no zamindaris in Coorg. ‘ ’ '' 

Para. 201. 

There is no terminal tax in Coorg. At present octroi 
is collected in the Municipalities of Mercara and Virajpet, 
Notified Areas of Somwarpet, Fraserpet and Kodlipet. 
But for this revenue, these local bodies cannot undertake 
any scheme beneficial to the town people. It would be 
even difficult to run the day to day administration with¬ 
out it, since expenditure on staff has considerably in¬ 
creased without proportionate increase in the other taxes 
levied by this local bodies. In all these places, the cost 
of collection is not unduly heavy and it may be put 
down at about JO per cent of the collections. No doubt 
the trader grumbles the payment of this tax, though 
ultimately he passes it on to the consumer, and the 
consumer is ultimately the sufferer. But this could not 
be helped and in Coorg it is collected causing the least 
irritation and evasion also is not on a large scale. There 
is however an argument that the considerable part of the 
octroi ultimately falls on the rural population surround¬ 
ing a town as they make all purchases in the town and 
that the benefit goes to the town people. But the pros¬ 
perity of rural population largly depends upon the 
nearest town and they have to pay it. 

Para. 210. 

As there is no sales tax in Coorg except Motor spirit, 
the question of abolition of octroi, however inconvenient 
cannot be considered. 


Para. 213. 

In Coorg both ad valorem and weight is taken into 
consideration according to the nature of the article on 
which the levy is made. 






374 


Para. 217. 

There are no big cities in Coorg and no pilgrim tax. 
There is only one Jathra of some importance and that 
is canveny Jathra annually. 

Para. 219. 

Vehicular traffic in Coorg excluding Motor vehicles 
Is on continuous. decrease and the small toll levied on 
carts etc. at a few border toll-gates will continue. 

Para. 220. 

The limit Of Rs. 250/- rhay be raised to Rs. 100/- in 
order to rope in persons who have earnings in different 
towns in a* local area. 

Para. 221. 

It is just proposed to levy Entertainment Tax. But 
there is no provision to levy ‘theatre tax’ in Coorg. 

Para. 222. 


4. State tax on Motor Vehicles using Coorg Roads is 

levied according to the tax schedule issued under the 
Chief Commissioner’s Notification No. A. 2.2627(2) /49 
dated 20-9-1949. The rates of Road Tax are fixed by the 
Government of Coorg from time to time on all classes 
of motor vehicles. * 

5. Other fees such as Registration fee, inspection fee, 
fee for grant of permits, driving licence, and conductor ’3 
licence, etc., are levied under the Motor Vehicles Act, 
1939. 

6. The total receipts on account of the working of the 
Motor Vehicles Act, 1939 and the Coorg Motor Vehicles 
Taxation Act, during the year 1952-53 amounted to 
Rs. 4,74,078-6-0. A sum of Rs. 4,77,000/- is anticipated 
during the year 1953-54. 

7. During the year 1952-53 a sum of Rs. 72,000/1/6 
has been paid as compensation to local bodies. The 
balance amount is utilised for maintenance, improvement 
and extension of roads. 


The towns in Coorg are all too small and the levy of 
betterment tax, while it may be cumbersome and costly, 
will not yield substantial revenue and the people bene¬ 
fited may not be able to pay it 

Paha. 228. 

Not necessary. A person who can contribute manual . 
labour in Coorg could equally, be capable of paying in 
bash, since for a worker, work is readily available. 

TAXES ON MOTOR VEHICLES 

Section I.—Factual Background 

The area of Coorg is 1580 sqr. miles and the popula¬ 
tion is 2,29,255. Coorg is a hilly Country not yet con¬ 
nected by railway with the outside world. It has 
therefor* to depend entirely on motor transport both 
fbp passenger and goods traffic. The nearest railway 
station is Mysore, about 75 miles from Mercara, the 
capital of Coorg. The nearest seaport is Mangalore, on 
the west coast at a distance of 85 miles from Mercara. 

r .2. The mileage of different types of road in Coorg are 
as follows. 

» Mil es 

(1) Asphalted roads .... . . 56 

(2) Water-bound Macadam (Granite Metal) . 275 

(3) Water-bound Macadam (Kankar or Laterrite) 6 

(4) Gravelled roads ..... 50 


Total . 387 


3. The number of Motor Vehicles registered and 
running in Coorg is as follows : — 


Section II.— Replies to Questions 
Question No. 168. 

There is variation in the rates of taxes imposed in this 
State on different classes of Motor Vehicles as compared 
with the rates of tax prevailing in the neighbouring 
states, Mysore and Madras. The rather low rates of tax 
imposed on Motor Vehicles in this State can be justified 
on the ground that in the absence of railways, it is 
necessary to afford every encouragement to motor trans¬ 
port on which this state entirely depends for goods 
as well as passengers transport. No change in the exist¬ 
ing rates of taxes is contemplated at present. Uniformity 
in the rates of tax imposed on Motor Vehicles may not 
be feasible or desirable as the conditions of roads, cost 
of living, employment of labour, etc., vary from place to 
place. The limited length of roads within the country does 
not lend support to any proposal for further increase 
in the existing rates of taxes which may be considered 
adequate. 

Question No. 169. 

About 15 per cent to 20 per cent of the'total receipt 
is being paid to local bodies as compensation and the 
rest is utilised for the maintenance, improvement and 
extension of roads, the cost of which is comparatively 
heavy owing to the hilly nature of the country in most 
parts. 


Question No. 170. 

In this State, local bodies such as Municipalities and 
Notified Areas are levying profession tax, tolls octroi, 
etc., on by the users of roads and the proceeds are utilised 
by the respective local bodies themselves, in the improve¬ 
ment of their areas. 


(1) Motor Cycles . . 

(2) Motor Cars .... 

(3) Taxi Cars . . . 

'4) State carriages (buses) 

(s) Public Carriers (lorries) . 

(6) Other Vehicles 

Total 


5 a General .—With a view to bring about a reduction in 

374 inequalities of income and wealth, I would suggest that 
47 1 as in England and other Socialistic Democratic Coun- 
88 tries, all incomes of individuals and Companies, beyond 
297 a certain reasonable limit, should be heavily taxed and 
49 the money thus realised should be utilised by the State 

- in banishing poverty from the Country by raising the 

907 standard of living of the masses and providing all sorts 
—— of amenities and facilities for them. 






HIMACHAL PRADESH 

Memoranda of Himachal Pradesh Government to the Taxation Enquiry Commission 

MEMORANDUM I 

General Note on State Taxation 


Introductory 

A. The State of Himachal Pradesh resulted from the 
integration of 29 hill States of Punjab on 15th April, 
1948. The erstwhile State of Mandi joined the merger 
on 1st May, 1948, and the enclaves of Kotgarh and Kot- 
khaj subtehsil of Simla District were transferred to 
Himachal Pradesh on January 26, 1950. 

B. The area of the State is 10,451- 2 square miles and 
the population, as recorded in the census of 1951, is 
9,89,437. . 

C. At the time of integration, the newly bom State of 
Himachal Pradesh inherited from the various merged 
States Cash and Balance of Rs. 24,35,587 and Govern¬ 
ment Securities, National Savings Certificates, Fixed 
Deposits in banks and shares and Debentures of vari¬ 
ous commercial concerns of the total value of Rs. 
70*48,469 as per details below: — 


1949 - 5 ° 

Receipts. 

Revenue Heads 
Debt Heads 

Add last year's surplus 


Rs. 

3,08,72,523 

2 , 53 , 17,378 


Total 


Total 


Rs. 

4,61,89,795 

3,14,678 

4,65,04,437 


Loss 

Expenditure ’ 
Service Heads, 
Debt heads 


Total . 


2,14,86,497 

1 , 69 , 77,440 


Balance on 31st March, 1950 


3 . 84 , 63,937 
♦ . 

80,40,536 


Government Securities 
National Savings Certificates 
Fixed Deposits 
Shares and Debentures 


Total 


Rs. 

4 i, 75 .i 79 

8,98,005 

10,04,033 

9 , 71,252 

70,48,469 


Dr From the time of the merger till 1952, the State 
was administered directly from the Centre. The ac¬ 
counts were kept in a Deposit Account opened in the 
Central Accounts. This Deposit Account also included 
transactions in respect of Debt and Deposit heads. It 
was closed on Mach 31, 1950 leaving a balance of Rs. 
80.40,536 at the credit of the Himachal Pradesh admi¬ 
nistration. The process by which this figure was ar¬ 
rived at is given below: — 

1948-49 
Receipts. 


Revenue Heads 
Debt Heads 


Loss 

Expenditure 
Service Heads 
Debt Heads 


Rs. 

1,46,36,462 

1,29,76,404 


Rs. 


Total . 2,76,12,866 


1,27,15,929 

1,45,82,259 


years 


Total. 2,72,98,188] 

Balance on 31st March, 1949 . .. 314,678 

l.-A. Revenue Budget .—A glance at the following table will give an idea of the budgetary position of the State during the last four 


E. The Government of Part ‘C’ States Act was pass¬ 
ed in 1951. According to Section 39 of this Act, a Con¬ 
solidated Fund of Himachal Pradesh was constituted 
from April, 1951. All revenues received by the Govern¬ 
ment of India or the Lieutenant Governor-in relation 
to any matter with respect to which the Legislative 
Assembly of the State has power to make laws and all 
grants made from the Consolidated Fund of India are 
paid into this Fund and the expenditure of the State 
are also met from this Fund. Transactions relating to 
Capital receipts and expenditure and all debt deposits 
and remittances are provided for in the budget of the 
Central Government. All Government Securities, Shares 
and Debentures etc. which formerly vested in the State 
Government on their acquisition from the various 
merged States, now vest in the Central Government 
■ which also receives the accruing interest, if any. 

F. After the General Flections, a popular Ministry 
was installed in power in March 1952 and the first ses¬ 
sion of the State Assembly was held soon afterwards. 
The budget estimates for 1952-53 had already been pre¬ 
pared by the Government of India as usual. The State 
Cabinet had, therefore, really no opportunity of recast¬ 
ing it according to its own wishes. The estimates for 
the year 1953-54 were, however, prepared after deep 
deliberations by the cabinet and they may be said to 
truly reflect the wishes of the people as expressed 
through their accredited representatives. 

G. In order to enable the State Government to balance 
its budget, the Central Government gave it a Subven¬ 
tion of Rs. 90 lakhs for the year 1952-53 which included 
a sum of Rs. 10 lakhs as the opening balance of the 
Consolidated Fund of the State on April, 1952. 

H. Thereafter, the revenue budget has been managed 
by the State Government through the help of the State 
Legislature and the over-all approval pf the President 
of the Indian Union. Schemes of Capital development’ 
have also been formulated and many of them have been 
incorporated in the Five Year Development Plan of the 
State for which the Government of India have sanction¬ 
ed a lump sum grant of Rs. 4-55 crores. From 1953-54 
certain schemes of capital development, which have not 
found a place in the consolidated five year plan are 
shown in Part II of the Himachal budget under the 
head “Other than the Five Year Development Plan” 


Table 1 

Budgetary position of H. P. 1950-51 to 1953 - 54 . 
Revenue Expenditure 


(In thousands of Rs.) 


' Revenue , * 

Expenditure 


Land State Other Total Non- Total 

revenue Excise Stamp* tax tax, tax revenue 

revenue revenue revenue 

Direct Civil Benefi- Civil Mired- Total 

demar Os Admi- cent works laneous 

nistra- Depart- 

tion mentg 

Surplus 

orDefictt 

t950-3« ...... 19,0s 16,40 a,77 1,60 39,99 i,S7.S5 7,2,22 

1931-sa.19,17 15,07 3.00 1,ft 30,68 1,11,78 1,58,91 

1952-53.I9,4t 14,99 3,49 1,8a 39,71 •2,16,98 a,63, 00 

1933-54 19,16 16,33 4,40 i,74 41,83 2,23,63 fa,86,52 

37,33 37,33 , 46,43 28,t3 1,43,26 

37,33 37,79 52,3° 2j 23,36 1.31,18 

44.06 1,00,18 37,17 33,17 2,60,29 

37,68 46,06 1,09,14 46,66 45,11 2,85,63 

§u 


♦Includes a Central subvention of Rs. 96,88,000 made up as follows :— 
fa) general purposes 90,00.000. , 

W ’fSd«faSGoamjiSty , Proj«:U 0< 6 i 8 S 8 0 9Ml' eS ’ Reh * l>iliUtionofDi, P 1, ‘ Ce<i penaa,: Scheme, for Welfare of Schedule Tribe, and Scheduled 


area, in Himachal 


tlndude, a Central .ubventlon ofRj. 112 , 00,000 of which Rs. 95.00,000 were meant for general purpo.es and the remaining 17,00,000 lakh, for specific punxaei 
tFigurc* not avaiiabfo becaure Himachal Pradesh did not then have It, own P.W.D. and the expenditure wa, debited to C.P.W.D. Pouiblythet^BM.^duie, of 
*930-51 and 1951-52 which have been entered in the last column above reprerented the amount of money spent on Civil Werta. * surpluses ot 
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B. Oil the income side, there is ah increase of Rs. 110 
crores in 1952-53 and an expected increase of Rs. 1 • 34 
crores in 1953-54 over the figures for 1951-52. This is 
due mainly to the grants-in-aid from the Centre amount¬ 
ing to Rs. 96'.88 lakhs in 1952-53 and Rs. 112 lakhs in 
1953-54. Even excluding subventions from the Govern¬ 
ment of India,.Non-tax sources contribute more to the 
income of the State'than the proceeds of taxes. 

A part of the increase since the dawn of democracy 
has gone towards the building up of the State Consoli¬ 
dation Fund envisaged in the Part 1C’ States Act. The 
major portion has, however, been spent on the exten¬ 
sion and improvement of beneficient services which 
provef beyond a shadow of doubt that Himachal Pra¬ 
desh is well on its way to becoming a truly welfare 
State. Figures given in answer to Question No. 2 will 
show that While the income of the province has in¬ 
creased from Rs. 17’4 per head in 1950-51 to about Rs. 

29- 0 pet head in 1953-54, i.e., by about 66 per cent., the 
per capita expenditure has increased from Rs. 14-4 to 
Rs. 28-8 i.e., 100 per cent during the same period. More¬ 
over, in spite of the need of creating a completely new 
set-up after the passing of. the Part ‘C’ States Act and 
the consequent increase in the cost of administration, 
the proportion of expenditure on Civil Administration 
to total expenditure has fallen from 24:33 per cent in 
1951-52 to 16‘90 per cent in 1952-53 i.e., a decrease of 

30- 5 per cent. The expenditure on Civil Administra¬ 
tion is expected to be still less in 1953-54 in spite of the 
heavy demands of the Five Year Development Plan on 
the time and resources of Civil Services. 

C. Capital Budget. —The capital expenditure is still a 
Central liability. Schemes of permanent improvement 
are included in Part II of the Himachal budget with 
the approval of the Govt, of India which finances them, 
under the head “Other than under Five Year Develop¬ 
ment Plan”. In addition to this the State Govt, has 
chalked out an ambitious Five Year Programme of social 
and economic development comparable to the Central 
Five Year Plan. The Government of India has sanctioned 
a lump-sum grant of Rs. 4:55 crores for this purpose. 
Expenditure met out of this grant is shown in the 
Himachal budget and a corresponding entry is made on 
the income side. 

2. A. Details of expenditure incurred during the last 
four years are given below :— 

Statement of expenditure of the Govt, of Himachal Pra¬ 
desh 1950-51 to 1953-54. 

(In thousand of Rupees) 


1950-51 1951 * 52 / 952;53 1953-54 
Item of expenditure (Revised (Revised (Revised (Budget 
Esti- Esti- Esti- Esti¬ 
mate) mate) mate) mate) 


Direct Demand on the Revenue. 


Land Revenue 

6,34 

7,05 

8,66 

8,59 

State Excise • . 

>,95 

>,7> 

1,64 

1,72 

Stamps . , . 

IO 

to 

9 

11 

Forests . . 

28,77 

28,78 

33,28 

27, >5 

Registration ‘ 

11 

6 

2 

3 

Charges on account of 
Motor Vehicles Act. 

2 

2 

1 

7 

Other Taxes and Duties 

4 

1 

1 

1 

Total , 

37,33 

37,73 

43,7 > 

37,68 


1950-51 1951-52 I 952;53 1953-54 
Item of expenditure (Revised (Revised (Revised (Budget 
, Esti- Esti- Esti- Esti- 



mate) 

mate) 

mate) 

mate) 

Civil Administration. 





-General Administration . 

> 8,75 

> 8,79 

22,93 

* 5.25 

Administration of Justice 

3 r 4 6 

3,20 

3 , 6 o 

3.42 

Jails and convict settle- 
ments. 

>,53 

1,48 

1,81 

>,90 

Police 

> 3 , 6 i 

> 4 , 3 * 

> 4.93 

>4.78 

Miscellaneous Departments 

1,00 

79 

79 

7 « 

Total . 

38,35 

38,58 

44 .o 6 / 

46,06 

Beneficient Departments. 





Scientific Department 

2 

2 

2 

2 

Education 

> 7,55 

20,40 

28,97 

34,98 

Medical . . . 

9 ,>« 

>>, 3 > 

> 4 , 7 > 

> 7.37 

Public Health 

73 

96 

9.22 

4.32 

Agriculture 

a ,57 

2,60 

6,99 

9,90 

Veterinary 

1,06 

>,«9 

1,22 

2,86 

Co-operation 

94 

i,t >3 

5,74 

7.3 ‘ 

Industries and Supplies . 

> 3,44 

> 3,73 

33 , 3 > 

32,38 

.. Total . 

45,43 

5>,34 

100,18 

>09,14 

Civil Wcnks. 





Other Civil Works 

•• 

- . 

21,17 

30 . 5 * 

Communications . . . . 


•• 

16,00 

> 7 . >5 

Total 



37 . >7 

47,66 

Miscellaneous. 





Working Expenses of road 

2,37 

2 , 9 > 

3,07 

. 4,90 

Transport Scheme 

19,78 

20,43 

23,35 

19,69 

Extraordinary item. 





Community Development 
Project. 


•• 

2,88 

>5,oo 

Grand Total . 

>43,76 

>51,18 

260,29 

285,65 


Eor analytical purpose the following details will be found to be useful. 
Table— 3 . 


Statement showing expenditure per head of population. 




Year 


Revenue ex¬ 
penditure 

Revenue ex¬ 
penditure 
per head of 
population 

Capital ex¬ 
penditure 

Capital ex¬ 
penditure 
per head of 
population 

Total expen¬ 
diture 

Total expen¬ 
diture per 
head of po¬ 
pulation 





Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

1950-51 

• 

. . . 

• 

1,43,26,000 

> 4’5 

6,40,000 

•6 

1,50,16,000 

15*2 

> 95>-52 

i 

. 

• 

. 1,51,18,000 

> 5’2 

17,70,000 

>•7 

1,68,88,000 

> 7-7 

> 95**53 

• 


• 

1 

. 2,60,29,000 

26-3 

94,70,000 

9-5 

3 . 54 , 99,000 

35-8 

> 953-34 

• • 

. 

• a 

• 2,85,65,000 

28-8 

95,65,000 

9-6 

3,81,30,000 

38-5 
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Table 4. 

Statmtnt showing Prineipal Heads of Expenditure and their Relation to Total Expenditure . 


Expenditure under this bead 


Head* of expenditure 


Total expenditure 


Percentage of bead of Expenditure to 
Total 


1950-51 1951-53 i95*-53 1953-54 1950-51 1951-5* 1953-53 1953-54 1950-51 1951-59 1953-53 expendi- 

, turc 


•933-54 

Direct Demand on revenue 

37.33 

37,73 

43,7 • 

37,68 

*5,*7 

34,38 

16,70 

*3,«» 

Civil Administration 

y 

38,35 

38,58 

44,06 

46,06 143,36 

151,18 366,39 385,65 35,98 

*4,33 

16,90 

16,10 

Beneficent Services . 

45,43 

5>,34 

100,18 

• 09,14 

• • ... -.. 39,30 

34,52 

38,40 

38,30 

Road Transport Schemes . 

•9,78 

*o,43 

*3,35 

19,69 

•3,75 

•3?5* 

8,90 

6,80 


C. The information given above heads one to the con¬ 
clusion that the Govt, of Himachal Pradesh is now 
spending Rs. 38-5 per head per year. Considering that 
4 years ago the per capita expenditure was only Rs. 
15 - 2 per year the Government can take legitimate pride 
in being able to spend more without increasing the tax 
burdens. Another significant point which will emerge 
from Table No. 3 is that while routine expenditure per 
head has increased from Rs. 14:5 to Rs. 28:8 per capita 
the development expenditure has increased from, Rs. -6 
to Rs. 9:0 that is an increase of 1500% in 4 years which 
is extremely encouraging. 

D. Taking the Principal Items of Expenditure into 
consideration it would appear that even before 1952 
almost l/3rd of the total expenditure was spent for 
beneficent purposes. During the last 2 years, both the 
amount of beneficent expenditure as well as its propor¬ 
tion to total expenditure have shown an upward ten¬ 
dency. The expenditure Under the remaining three prin¬ 
cipal heads has practically remained stationery except, 
perhaps, in 1952-53, when there was slight increase under 
some of the items. Since the total expenditure has in¬ 
creased enormously during the last 2 years, while the 
expenditure on individual items has remained more or 
less steady, the percentages of expenditure under each 
head (other than beneficent services) has tended to de¬ 
cline. This is particularly significant when the cost of 
working of the Road Transport Scheme, which is an 
important nationalised project, are taken into account. 

Brief Comments on each important item of expenditure 

Land Revenue .—Expenditure under this head has been 
increasing mainly on account of the increased provi- 
sion for survey and settlement operations in the Chamba 
District. The budget estimates for 1953-54 provide for 
capital expenditure (other than five year Development 
Plan) amounting to Rs. 20,000. 

State Excise .—The expenditure under this head has 
been decreasing. Only in 1953-54 it might go up a 
little on account of the additional expense involved in 
taking over the administrative control of Distillery at 
Kasauli and Brewery at Solan from the Punjab Gov¬ 
ernment. 

Stamps.—The expenditure under this head decreased 
a little in 1952-53 but is expected to increase slightly 
in 1953-54 due to higher commissions on sales being 
paid in consequence of the amendment to the Court 
Pees Act of 1952. 

Forests .—The expenditure under Forest has been 
steadily increasing since 1950-51. The reasons are: — 

(a) Departmental extraction of more timber. 

. (b) Purchase of wire rope accessories. 

(c) Revision of T.A. rates. 

(d) Payment of property tax on Jubbal House, 
Jamna Nagar, imposed by the Punjab Govern¬ 
ment. 

(e) Creation of certain temporary posts. 

In 1953-54, the expenditure is expected to go down 
partly on account of saving on the staff and partly on 
account of the fact that certain schemes pertaining to 
the 5 year Development Plan will be transferred to the 
Capital Outlay Budget of the Central Budget. 

The budget estimates for 1953-54 provide for a total 
new expenditure of Rs. 1,28,000 of which Rs. 1,04,000 
will be treated as expenditure under the Five Year De¬ 
velopment Plan and the remainder of Rs. 24 000 as 
new expenditure of the category “Other than Five Year 
Development Plan”. 


Charges on ocount of Motor Vehicles Act .—The sud¬ 
den increase of Rs. 6,000 is due to (a) inclusion of de¬ 
velopment expenditure of Rs. 4,000 not included in the 
Five Year Plan and (b) increased T.A. for the members 
of the Provincial Transport Authority. 

General Administration .—On account of tto promul¬ 
gation of the Part ‘C’ States Act and the consequent ad¬ 
ministrative changes^ there was a sudden increase in the 
expenditure on General Administration. Further in¬ 
crease may be expected until the new administrative 
structure of the Government is completed. A sUm of 
of Rs. 2,44,000 has been included in the schedule of 
new expenditure for 1953-54 under the head “Other 
than Five Year Development Plan’,’. . “ . 

. Education .—The expenditure under this head stows 
substantial increase especially since the establishment 
of the democratic regime. In the budget estimates 
for 1983-54 there is a provision^ for the total new 
expenditure of Rs. 16,42,000 out of which Rs. 10,48,000 
will be treated as expenditure, under the Five Year De¬ 
velopment Plan and Rs. 5,94,000 as expenditure of the 
category “Other than Five Year Development Plan”. 

Medical.—Even under this head there is a substantial 
increase since 1951-52. The schedule of new expendi¬ 
ture for 1953-54 provides for an additional expenditure 
of Rs. 5,34,000. 

Public Health .—This seems to have been completely 
ignored till T951-52 for the total expenditure hardly 
even came to as much as a lakh of rupees per year. 
In 1952-53 when the popular Ministry took over, the 
expenditure shot up to over Rs. 9 lakh showing the great 
importance that is being attached to the problem now. 
Even in the budget for 1953-54, in addition to the 
normal expenditure of Rs. 4,32,000 there is a provision 
for Rs. 1,95,000 as capital expenditure under the “Five 
Year Plan”. Hence the total expenditure on Public 
Health in 1953-54 will really not decrease as may ap¬ 
pear from the figures given in table No. 5. 

Agriculture .—There is an enormous increase in the 
expenditure under this head after 1951-52 mainly due 
to the fact that the present Government has initiated 
numerous schemes of agricultural improvements. In the- 
budget estimate for 1953-54 there is a provision for capi¬ 
tal expenditure amounting to Rs. 10,17,800, Rs. 4,59,100 
out of which is under the Five Year Development Plan 
and Rs. 5,58,700 under the category “Other than Five 
Year Development Plan”. 

Veterinary .—The budget estimates for 1952-53 includ¬ 
ed a scheme of capital expenditure amounting to Rs. 
4,03,400. Unfortunately the administrative sanctions of 
the Government of India were not received in time. 
Moreover the negotiations to purchase Keventer’s Dairy 
Farm did not materialised and a sum of Rs. 3,74,000 
which was earmarxed for the purpose had to be sur¬ 
rendered. 

In the budget of 1953-54 there is a provision for a 
capital expenditure of Rs. 1,66,000 under the Five Year 
Development Plan and of Rs, 29,100 under the category 
“Other than Five Year Development Plan”. 

Co-operation .—The expenditure under this head has 
also been steadily increasing because the present Gov¬ 
ernment proposes to employ co-operation as a means of 
ameliorating the social and economic conditions of the 
masses. The total new expenditure in l'953-54 will be 
Rs. 5,15,000 of which Rs. 3,58,000 will form a part of 
the Five Year Development Plan'. 

Industries and Supplies .—This is another matter in 
which the present Government has evinced consider¬ 
able interest. Expenditure on industries has almost 




doubled after 1951-52. In 1952-53 a new ambitious pro¬ 
grammes was chalked out but it . could not be fully im¬ 
plemented owing to the belated approval of schemes by 
the Government of India. •’ Provision has been made for 
total capital expenditure of Rs. 6,81,000 under the Five 
Year Development Plan, and Rs. 1,23,000 under “Other 
than Five Year Development Plan”. In addition to the 
normal revenue expenditure of Rs. 32,38,000 in the 
budget estimates for 1953-54. 

Civil Works .—The expenditure Under this head also. 
In addition to Rs. 30,51,000 which is proposed shows 
considerable increase from year to year to be spent 
out of the revenue budget, a sum of Rs. 14,42,000 will 
be spent out of the capital budget in 1953-54. 

Communications .—The expenditure under this head 
is also increasing steadily. In 1953-54, in addition to 
the revenue expenditure of Rs. 17,15,000, there is a pro¬ 
vision for a capital expenditure df Rs. 7,00,000 under 
the Five Year Development Plan of the State. 

Expenditure on State Bus Services .—The revenue ex¬ 
penditure under this head continues to increase on ac¬ 
count of increase in administrative expenses. Provi¬ 
sion has been made for a capital expenditure of Rs. 
1,30,000 in the budget estimates for 1953-54 which will 
be treated as “Other than Five Year Development Plan”. 

Community Development Projects .—The State Com¬ 
munity Development Projects are estimated to cost of 
Rs. 65 lakhs over a period of 3 years commencing from 
October 1952. During 1952-53 a sum of T.35 lakhs was 
spent out of the State revenues and was subsequently 
re-imbursed by the Central- Government. In the budget 
estimates for 1952-53, provision has been made for an 
expenditure of Rs. 15 lakhs which will really be paid 
by the Gpv£ of India. ’ 

3. A. The State spent Rs. 6-4 lakhs on development 
expenditure in 1950-51, Rs. 17-7 lakh in 1951-52 and Rs. 
94 f7 lakh in 1952-53. Considering that the total de¬ 
velopment expenditure of all Part ‘C’ States was Rs. 
148‘5 lakh, Rs. 186; 6 lakh and Rs. 556" 4 lakh during 
these three years respectively, the contribution df Hima¬ 
chal Pradesh increased from 4% of the total Part ‘C’ 
States expenditure in 1950-51 -to 9% in 1951-52 and 
17% in 1952-53. 


B. In 1953-54' the Government proposes to spend a sum 
of Rs. 95; 65 lakh for development purposes as follows: 

Table 5 



Develop- 

Develop- 

Non-develop- 


ment ex- 

ment ex- 

ment ex- 

Item of expenditure 

penditure 

penditure 

penditure 

included in 

outside 


5 year 

the Plan 



Plan 





Rs. 

Rs. 

Rs. 

Land Revenue 


50,000 

8,69,000 

Forests 

1,28,000 

24,000 

27,15,000 

Charges on account of Motor 
Vehicles Act. 


4,000 

7,000 

General Administration 

• • 

2,44,000 

25,25,000 

Jails 

.. 

30,000 

1,90,000 


Table— 5—contd. 


Item of expenditure 

Develop- 
nent ex¬ 
penditure 
included in 
5 year 
Plan 

Develop- Non-Develop¬ 
ment ex- ment. -ex¬ 

penditure penditure 
outside 
the plan 


Rs. 

Rs. 

Rs. 

Education . • . 

. 10,48,000 

16,42,000 

34,98,000 

Medical 

. 2,97,300 

2,36,800 

r7.37 000- 

Public Health 

1,95,000 

1,32,000 

4,32,000 

Agriculture 

• 4.59. 10 ° 

5,58,700* 

9,90,000 

Veterinary 

• 1.36.5°° 

29,100 

2,86,000 

Co-operation 

■ 3.58.000 

1,57,000 

7,31,000 

Industries & Supplies 

. 6,81,000 

1,23,000 

32,38,000 

Civil Works 

• 5.97.ooo 

8,45,000 

30,51,000 

Communications 

7,00,000 

• • 

17,15^00 

Expenditure on State Bus 
Service. 

•• 

1,30,000 

«9.73,ooo 

Miscellaneous 

. 

7,90,000 

v 

Other items of expenditure 
excluded from the deve¬ 
lopment Plans. 


50,08,000 

Total 

• 45.77.000 

49,66,000 

2,85,65,000 


* Includes Rs. 3,21,000 recoverable from Govenment of India and the 
Ford Foundation. 


C. It is regretted that figures for earlier years are 
not available. 


D. It has been stated somewhere in the earlier para¬ 
graphs that the Government of India has given to the 
State Government a sum of Rs. 4 • 55 crores to be spent 
in 5 years for improvement in the following sectors: — 


(Rs. in crores) 

(i) Agriculture and Community’Projects , ’1,26 


(ii) Major irrigation and Power 



(its) Industry .... 

. 

•33 

(iV) Transport .... 

. . .. 

I *20 

(a) Social Services 

... . 

•93 


Total 

4-55 


E. To ensure proper utilisation of the money the State 
Government has drawn up an elaborate programme de¬ 
velopment which was issued to the public in May, 1963. 
The manner in which the expenditure will be incurred 
on different projects during 1951-56 is. indicated 
below: — 


Table 6. 


Statement summarising the five 

Tear Development Plan Programme of Himachal Pradesh. 




I95I-53 

*953-53 

*953-54 

*954-55 

Total for 5 
Years 
(*95*-5 6 ) 

i. P.W.D. Road/Bridges — 

(0) Construction of Motor Roads 


6,00 

*6,52 

22,36 

60,00 

(6) Mule Road 6' wide . . . . 

• 

2,10 

10,70 

**,7° 

3*.00 

(c) New Main Bridges . . 

. ’ 

3 ° 

4,93 

8,09 

16,50 

(d) Improvement of existing Roads 

•• 

60 

95 

85 

2,50 


Total . 

. ' ' . 

• 

* 

1,10,00 


a. Nationalised Road Transport . . . . . . . 3,45 2,95 1,80 10,00 

10,00 


Total 
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Table 6 — contd. 

Statement summarising the Five Tear Development Plan Programme of Himachal Pradesh— contd. 


Total for 

1951-52 1952-53 . 1954-55 5 y ea ” 

1953-54 I 951-50 


3. Agriculture and Rural Development — 

(a) Agriculture 

(1A ) Animal Husbandry 

(c) Forests .... 

( d) Co-operation . • 

(el Fisheries .... 






20,00 



•» 


22,40 


*,43 

9,91 

12,46 

59,o° 





15,00 


a 7 

18 

18 

1,00 

Total 

. 

. 

• 

1,25,40 


4. Irrigation & Power — 

(a) Irrigation Projects & Grow More Food .... 

(A) Power Projects . 

Total 


8o,oo 

13 . 5 ° 

93.50 


5. Industries 

6. Social Sendees — 

(a) Education. 

(A) Medical ....••••• '' 

(c) Public health 

(</) Water Supply • - • • 

Total 


23,00 

36.80 
18,10 

7,90 

30,00 

92.80 


Grand Total 


4 , 55 ,oo 


4 A Before expressing an opinion on the merits 'of 
the' Plan it will be well to remember that the entire 
State of Himachal Pradesh is a mountainous terrain 
and cultivation is carried on in valleys of varying 
dimensions separated from one another by mountain 
ranges. The economic life is related more or less en¬ 
tirely to the physical conditions and productivity of 
the soil of these valleys. Means of communication bet¬ 
ween valleys are difficult as they generally traverse 
high mountains or rivers which flow from and parallel 
to the mountain ranges. The State has vast poten¬ 
tialities for development. Natural sources like water, 
forests, minerals land at various altitudes suitable for 
plantation of fruit orchard etc. are available and man 
power is not wanting. But it has to be put to produc¬ 
tive use and this is really the object of the develop¬ 
ment plans. 

With this background it should not be difficult to 
understand that improvements in the means of com¬ 
munications and transport are the real life blood of the 
State. Unfortunately the existing facilities are both 
meagre and expensive. Moreover in the high altitudes, 
except for the areas adjoining the plains, railways are 
not a practical proposition. Hence the construction of 
roads is fundamentally necessary for the purpose of ex¬ 
ploiting the potential resources as well as for ensuring 
administrative unity and economy. No wonder, there¬ 
fore, that in the development plans of the State the 
roads occupy the most prominent place. It is propos¬ 
ed to construct 201 miles of through motorable roads 
and to improve 225 miles of the existing motorable roads 
In addition, 750 miles of through motorable roads will 
be aligned and cut to the specification of modern hill- 
roads to be gradually widened and improved into 
motorable roads. Some main permanent bridges on 
these roads will be constructed to. the specification of 
the final motorable roads. 

Electric Power.— The State has considerable poten- 
tialities for hydro-electric development. At the present 
moment, power is being generated at a few places only, 
though it can be produced at other places also 
at Very cheap cost. It is, therefore, proposed to mstal 
six new 100 k.w A. C. Sets in six different places at 
a cost of Rs. 8,20,000 and to extend electric connections 
to areas where there is no electricity at present at a 
cost of about Rs. 82 , 000 . These measures are expected 
to faster the development of small scale industries (such 
as woollen industries, food preservation industries and 
processing industries for forest products etc.) and there¬ 
fore to find employment for residents of distant places 
which are cut off from the plains during winter. Elec¬ 
tric power will also be utilised for pump-irrigation and 
for house-hold consumption in villages. These projects 
will also be commercially profitable in the sense that 
the total investment will result in a net profit of Rs. 

50—2 T. E, Com. 


58,000 per annum which will re-pay the invested amount 
in 15—16 years. 

Irrigation.—The State is still predominantly agricul¬ 
tural; over 90 per cent people subsist on agriculture. At 
present about 6,22,000 acres of land are under cultiva¬ 
tion of which only 1 , 13,732 acres are partially irrigated. 
The total food requirement of the present population, 
has been estimated at 56 lakh maunds of which only 42 
maunds are produced locally leaving a deficit of 14 
lakh maunds to be made up by importation. To wipe out 
this deficit and to make the State Self-sufficient in food 
grains it is proposed to bring under cultivation 1 lakh 
more acres of land atonce, the target being 7 lakh acres 
of land in the long run. Out of the total of 7 lakh acres, 
over 2 lakhs will be irrigated making a percentage of 
approximately 30 per cent. 

Water Supply in Rural and Urban Areas—Water is 
the most elementary necessity of life. Yet in most of 
the rural areas and in small towns separated from 
each other by long distances, water is extremely scarce. 
Even where water is available, there are no storage faci¬ 
lities and the water is contaminated by men and beasts. 
The development plan, therefore, provides for the im¬ 
provement in the distribution and storage of water sup¬ 
ply in the urban areas. It also aims at ensuring the 
supply of good drinking water in the rural areas at a 
cost of Rs. 4 lakhsjjer year half of which will be con¬ 
tributed by the State and the other half will be con¬ 
tributed by the villagers themselves in the form of free 
labour or cash. 

Agriculture .—For the purpose of making the state 
self-sufficient in food, it is also proposed to bring more 
lands under cultivation and to improve the quality and 
variety of crops. More emphasis will be laid on cash- 
crops and it is hoped that with improvements to the 
means of communications and transport the State will be 
able to build up a trade to the export of fruit and 
potatoes. 

The plan also provides for the development of indus¬ 
tries subsidiary to agriculture such as poultry farming 
and bee-keeping. 

Animal Husbandry .—The breed of cattle in Himachal 
Pradesh is poor and the facilities for medical aid rather 
inadequate considering that the Veterinary Hospitals 
are few and far between. In order to provide veteri¬ 
nary aid to livestock breeders, to improve the breed of 
cattle and to effect improvements to sheep-breeding on 
scientific lines, it is proposed to open 12 new hospitals 
at a cost of Rs. 8 , 23 , 000 . There is also provision for a 
sum of Rs. 6 , 35,800 to be spent on cattle breeding farms, 
Rs. 1 , 52,000 on sheep-breeding farms, Rs. 1 , 85,720 on the 
key-village scheme and Rs. 58,680 to be spent on educa¬ 
tion and research, 
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Industries .—Although factory industries will take tries. The course of development of each industry is 

some time to be* developed in the State, the plan pro- traced below: — 

vides for the development of certain small scale uns¬ 
table 7 


Industry 1951-52 

>952-53 

1953-54 

1954-55 

>955-56 

Total for 5 
Years 
(>95>-56) 


Rs. 

Rs. 

Rs. 

-7- 

Rs. 

Rs. 

1. Textile . . . . . , ' . 

3,12,000 

45,000 

45,000 

48,000 

4,50,000 

2. Sericulture. 

50,000 

15,000 

15, 000 

20,000 

1,00,000 

3. Wood working . , . 

1,20,000 

25,000 

30,000 

35,000 

2,10,000 

4. Sports 

65,000 

15,000 

20,000 

25,000 

1,25,000 

5. Basketry-ware 

23,000 

14,000 

15,000 

25,000 

77,000 

6 . Tanning & manufacture of leather goods 

40,000 

13,000 

14,000 

14,000 

81,000 

7. Blacksmithy & manufacture of metal articles 

1,01,000 

15,000 

20,000 

20,000 

1,56,000 

8. Pottery . 

1,10,000 

20,000 

25,000 

25,000 

1,80,000 

9. Tiles 

32,000 

4,000 

4,000 

4,000 

44,000 

to. Slates . 

22,000 

4,000 

4,000 

4,000 

34,000 

11 Miascellaneous industries. (Plaster of Paris Powder from barytes; 
strch; pickles & ropes). 

33,000 

8,000 

8,000 

8,000 

57,000 

12 . Hand -made paper & making of match and match boxes 

21,000 

5,000 

5,000 

5,000 

36,000 

13. Oil-milling .. 

22,000 

4,000 

4,000 

4,000 

34,000 

14. Small industrial power units . 


2,50,000 



2,50,000 

15. Mills for the production of woollen yarns required by the cottage 
industries. 

• • 

2,50,000 

• • 

■ ■ 

2,50,000 

16. Administrative 


• • 


■ - 

2,16,000 

23,00,000 


Forest .—Forests are of utmost importance to Hima¬ 
chal Pradesh not only because 3,358 4 square miles or 
32-1 per cent of the area of the State is under forest 
but also because it provides employment for nearly 5 
lakhs people and meets the requirements of the popu¬ 
lation in timber, fuel, minor forests produce and grazing 
and brousing to as many as 19J lakhs of animals. From 
the Government point of view they are the biggest 
source of income because almost one-fourth of the re¬ 
venue derived from all sources comes from forests. Un¬ 
fortunately, the policies adopted in the past left little 
incentive to the local population to embark on sound 
land management. Moreover, due to lack of communi¬ 
cations the inner ranges and their potentialities were 
never fully explored. These defects are now proposed 
to be removed by providing for: — 

(a) Sound land development and management at 
a cost of Rs. 40,01,000. 

(b) Improvement of grass land at a cost of Rs. 
4,92,000; 

(c) Raising the food potential at a cost of Rs. 
1,08,600; 

(d) Construction of roads and buildings at a cost 
of Rs. 9,98,220; and 

(e) The delimitation of forest boundaries at a cost 
of Rs. 2,79,000 during the planning period. It 
is also proposed to encourage tourist traffic 
for which purpose a sum of Rs. 15,000 is pro¬ 
posed to be spent in 5 years. 


several new clinics and for the up-grading of others. 
There is also a general provision for the purchase of 
medicines, instruments and mobile dispensaries. 

(b) Education .—In the sphere of education, the plan 
provides for the expansion and upgrading of several 
existing institutions as well as the starting of a number 
of new schools, especially in the rural areas. 

(c) Co-operations .—In order to help in the ameliora- 
ration of the economic, social and general condition of 
the people by voluntary effort, it is intended to start 
the following kinds of co-operative societies : — 

(i) Industrial Co-operatives. 

(ii) Better-living Co-operatives (including Housing). 

(iii) Stock-breeding Co-operatives. 

(iv) Central Co-operatives. 

(v) Fruit culture Co-operatives. 

In deciding upon these types of Societies, .due account 
has been taken of the local needs and possibilities. In 
order to inculcate and foster the spirit of self-help it is 
proposed to make grants to societies on a contributory 
basis, that is to say, subsidiary grants will be made on 
the basis of 40% in the first year, 30% in the second 
year, 20% in the third year, 10% in the fourth year and 
so on, after which the societies will be expected to be 
able to stand on their own legs. 


Fisheries .—The streams of Himachal Pradesh are rich 
in fish of all kinds. The district of Mandi, in particu¬ 
lar, is known for its trout. The existing arrangements 
for conservation and breeding are not satisfactory. 
These defects will be removed by providing 4 additional 
fry-rearing ponds and the appointment of additional 
staff at an estimated cost of Rs. 1 lakh during the plann¬ 
ing period. 

Nationalised Transport .—Like the roads, the develop¬ 
ment of transport is also very essential for the improve¬ 
ment in the economic and social conditions of the State. 
Besides, there are numerous beauty spots which should 
attract a number of visitors provided reasonable faci¬ 
lities are available. The Government has its own natio¬ 
nalised system of transport. It is only to be expanded 
to keep pace with developments envisaged in the plan. 
This will be done at an estimated cost of Rs. 10 lakhs. 

Social Services. —(a) Medical and Public Health .—The 
development programme provides for the opening of 


B. In order to implement the programme, a suitable 
machinery has been set up. It is realised that results 
arrived at cannot be achieved without enlisting public 
support and arousing mass enthusiasm. For this pur¬ 
pose, a Gram Panchayat in each Patwar Circle and a 
Jundicial Panchayat in each Kanungo Circle has been 
organised. There is a Primary School at the head 
quarters of each Gram Panchayat and a Middle School 
at the headquarters of a Judicial Panchayat. The head 
primary teacher acts as ex-officio Secretary of the Gram 
Panchayats and the Headmaster of the Middle School 
as the ex-officio Secretary of the Judicial Panchayat. 
The Gram Panchayat is an administrative organisation 
for development work at the village level. For economic 
functions correspondingly, there will be a multiple- 
purpose Co-opeartive Society, for the area covered by 
each Gram Panchayat. A farm of 10 acres will be at¬ 
tached to each Middle School which, besides giving 
practical agricultural education, will also provide free 
mid-day meals which, it is hoped, will go a long way 
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towards solving the problem of nutrition. Gram Pan- • Gram Panchayats. They will be guided in their work 
ehayats will build roads in rural areas and look after by State Planning and Development Organisations which 

'their maintenance. They will also construct minor irri- will extend every possible facility in carrying out ap- 

gation works in which 50% cost will be contributed by proved works. 

Government and 50% will be met by beneficiaries in 

the form of labour or cash. Thus, the administration C. The extent to which the Plan has been implement- 

will be de-centralised and the lowest unit will be the ed can be seen from the figures given be.low: — 

Table 8 

Statement showing the Progress of Development Expenditure in Himachal Pradesh 

(In thousand! of rupees.) 


Head of Development 


Expenditure proposed under the Progress of Development Expenditure 

Five Year Plan 


1951-52 1952-53 1953-54 For 5 Yrs.(i95i-56) 1951-52 1952-53 1953-54 1952*53 1953-54 

(Budget) (Account) (Budget) (Account) (Budget) 


Roads .... 



7,oo 

17,00 

40,00 

1,10,00 

7,64 

7,64 

17,00 

17,00 

40,00 

Power Projects 



• • 

2,36 

4,00 

13,50 

•• 


2,36 

2,36 

4,00 

Irrigation Projects . 



• • 

22,95 

22,95 

80,00 

• • 


13,00 

4,50 

20,00 

Agriculture . . . • . 



2,19 

3 > *4 

4 ,i 7 

28,00 

79 

79 

1,01 

84 

4,4* 

Animal Husbandry etc. 



79 

t .99 

8,01 

22,40 

43 

>5 

6,12 

7 

6,39 

Industries .... 



6 , 5 ° 

6,00 

4,75 

23,00 

•• 


9,43 

• • 

6,81 

Forests .... 



2,60 

8,74 

12,46 

59 ,oo 

2,11 

37 

6,00 

52 

1,04 

Fisheries .... 



27 

18 

18 

1,00 

23 

21 

25 

• • 

18 

Nationalised Transport 



50 

2,95 

2,95 

10,00 

50 

. . 5 

3,45 

20 

6,20 

Social Services.— 

(a) Medical & Public Health 






26,00 

38 


4,28 


5,42 

lb) Education . 



3.12 

9,38 

it,20 

36,00 

56 

31 

8,04 

6,31 

10,48 

,, (c) Co-operations 




4 ,f 2 

3,63 

15,00 


•• 

4,n 

3,79 

3,58 


Not*.—-F igures given in this table do not tally with the figures given in table No. 5. This is due partly to the confusion that still exists between two kinds of develop¬ 
ment expenditure {vie* expenditure falling within the Five Year Plan and the capital expenditure which is not included in the Plan but .sanctioned by the Government of 
India as a special case) and partly to the different methods of break-up expenditure adopted in different places. Table No. 5 is based on the Budget Speech while 
Table No. 8 is the abstract of the Progress Report submitted to the Planning Commission on the prescribed proforma. 


D. The figures given above are neither impression 
nor spectacular. On the contrary the progress of the 
development plans would appear to be rather tardy. 
It is not surprising considering that for the first two 
years there was much confusion and misunderstanding 
in regard to the object of the Plan and modes of its 
implementations. It will not be totally out of place here 
to mention that the Consolidated Development Plan of 
the State was issued only in May, 1953. 

Another difficulty that has been encountered in the 
implementation of the plan is that the administrative 


sanction have not been quickly forthcoming. As a mat¬ 
ter of fact in cases where the sanction of the Govern¬ 
ment of India was needed considerable delays have 
occurred. The non-availability of certain essential 
items as well as the derth of trained technical person¬ 
nel has also been responsible for delays in many cases. 
The Government has issued necessary directions to the 
departments concerned and it is hoped that all the tar¬ 
gets will be attained at the close of the planning period 

5. The following table will give an idea of the differ¬ 
ent sources of income of the Himachal Government: — 


Table 9 





v 

(In thousand of rupees) 

Principal Heads of Revenue 



1950-51 

* 95*-52 

*952-53 

* 953-54 




Rs. 

Rs. 

Rs. 

Rs. 

Land Revenue. 


• 

19,22 

19 ,>7 

* 9 , 4 * 

* 9,*6 

State Excise . . . . . 


• 

16,40 

15,07 

* 4,99 

* 6,53 

Stamps ......... 


• 

2,77 

3 ,oo 

3,49 

4,40 

Forests . ... 


• 

. 62,30 

63 ,J 3 

70,4* 

62,78 

Registration . . . . . ' . 


• 

27 

28 

37 

35 

Receipts under Motor Vehicles Act ..... 


• 

• 32 

36 

23 

24 

Other taxes and Duties . . . . . 


• 

. 1,28 ' 

1,08 

*,59 

*,50 



Total 

. 1,02,56 

1,02,09 

1,10,49 

1,04,96 

Debt Services 







Interest. . . . 

• 

• 

22,50 

50 

*5 

7 

- 


Total 

22,50 

50 

*5 

7 













Table—9— contd . 


(Thousand of ruppes^ 


.Principal Heads of Revenue 


1950-51 

1951-52 

1952-53 

• 953 - 54 ; 



Rs. 

Rs. 

Rs. 

Rs. 

Civil Administration, 

Administration of Justice . . ■ • • 


78 

77 

9 ° 

80 

Jails & Convict Settlements .... 


4 

2 

5 

5 

Police 


50 

4 

18 

•9 

Miscellaneous Departments .... 

. 

I 

I 

3 

5 


Total 

i ,33 

84 

1,18 

1,09 

Beneficent Departments. 

Education . . . • ■ • 

..... 

1,24 

1,62 

1,60 

1,67 

Medical ...... 

. . 

22 

20 

25 

23 

Public Health 


I 

15 

15 

I 

Agriculture ...... 

. 

45 

65 

4,95 

2,84 

Veterinary . . • 

• 

I 

I 

I 

I 

Co-operation ....... 


2 

2 

I 

I 

Industries & Supplies . 


17,63 

> 7,24 

24,30 

3«,74 

Civil Works. 

Total 

•9,58 

• 9,75 

31,27 

36 , 5 > 

Civil Works . . 

Miscellaneous. 


1 

I 

2,10 

2,16 

Stationery & Printing . • 

. 

5 

5 

4 

4 

Receipt from Road Transport Schemes 

. 

23,50 

27,00 

23,75 

30,00 

Contribution and Miscellaneous. 

Total 

23,55 

27,05 

23,79 

30,04 

Grants-in-aid from Central Government 

. 

• * 


90,00 

95 ,oo 

Extra-ordinary items. 

Extra-ordinary receipts . . • • 


• • 


2,84 

15,00 


Grand Total . 

1,72,22 

1,52,91 

2,63,00 

2,86,52 


B. It will be noticed that the greater part of the re¬ 
venue is derived from non-tax sources such as forests, 
industries, nationalised transport and grants-in-aid. 
Among these sources forests occupy the most important 
position only next to grants in. aid from the Centre In¬ 
dustries and the Nationalised transport service come 
next in order of importance. 


Among the taxes land revenue occupies the most im¬ 
portant position. The State exercises almost run a neck 
to neck race. 


C. The recommendations of the Finance Commission 
have had no effects whatsoever on the receipts of this 
State. Like all Part ‘C’ States, the capital Account of 
Himachal Pradesh is merged with that of the Union 
Government. It is not entitled to receive any portion of 
the proceeds of divisible taxes. It only receives grants- 
in-aid from the Centre to meet the revenue gap and for 
development purposes. The existing arrangement has 
apparently been approved by the Finance Commission. 
It should work satisfactorily so long as the gaps are not 
too wide and the Govt, of India has the ability and 
the willingness to meet them without jeopardising the 
progress of the Central Development Plans. 
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Table 10 


.6 (a) The following statement will show the relative significance of the different sources of income in comparison with total revenue. 


Source of revenue 

1950-51 

195 >- 5 ® 

- 

> 952-53 

> 953*54 





* 






Yield 

(000) 

Percentage 
of total 
revenue 

Yield 

(000) 

Percentage 
cl total 
revenue 

Yield 

(000) 

Percentage Expected Percentage 
of total yield of total 
revenue (ooo) revenue 

Land Revenue . . 

Rs. 

19,22 

11*2 

Rs. 

, 9>*7 

12-5 

Rs. 

> 9 , 4 > 

7-3 

Rs. 

19,16 

6-6 

State Excise ..... 

16,40 

9*5 

15>°7 

9'5 

> 4,99 

5-6 

> 6,53 

5-7 

Stamps . . . 

2,77 

1*6 

3,00 

i -9 

3,49 

>•3 

4,40 

>•5 

Forests . . . . ■ . 

62,30 

36-1 

63,13 

41*2 

70,41 

26-7 

62,78 

21-9 

Registration . . 

27 

•2 

28 

.2 

37 

•2 

35 

* I 

Receipt under Motor Vehicles Act 

32 

•2 

36 

•2 

23 

• I 

24 

* I 

Other Taxes & Duties 

1,28 

•7. 

1,08 

•6 

1.59 

•6 

1,50 

•5 

Industries & Supplies . . . . 

> 7,63 

10*2 

17,24 

11*2 

24 30 

9-2 

3 >, 7 > 

I I* I 

Receipt from Road Transport Schemes 

23,50 

13-6 

27,00 

17-6 

23,75 

9 - > 

30,00 

10*4 

Grants-in-aid ..... 

. 


•• 

• • 

90,00 

34 -a 

95 ,oo 

33 * > 

6 . (b) (») & (i) The following two 

Tax Revenue and Non-Tax Revenue. 

tables will show 

the relative significance of the different sources of income in comparison with 






Table i i 

Item of Tax Revenue 

>r^_Yield 



(In thousand of rupees) 

Source of Revenue 



Percetage of total 

revenue. 


Percentage of total 

tax revenue. 


1950-5 > 

>951-52 

>952-53 

>953-54 

> 950-5 > 

> 951-52 

1952-53 

>953-54 

1950-51 1951-52 

1952-53 

>953*54 

Land Revenue 

> 9,22 

>9, >7 

>9,4> 

19,16 

II l6 

> 2*5 

7*3 

6-6 48-0 

49‘5 

48.8 

45-8 

State Excise . 

16,40 

>5,07 

>4,99 

>6,53 

9*5 

9-8 

5-6 

5'7 4>*o 

39-o 

37-7 

39-5 

Stamps .... 

2.77 

3,00 

3,49 

4,40 

i*6 

>•9 

>•3 

>•5 6-9 

7’7 

3’7 

10*5 

Receipt under Motor Ve¬ 
hicles Act 

32 

36 

23 

24 

•2 

•2 

■ 1 

•1 -8 

•9 

•6 

•6 

Other Taxes 

1,28 

1,08 

>,59 

1,50 


•6 

•6 

•5 3’2 

3-o 

4-0 

3'5 

Total Tax Revenue . 

39,99 

35,68 

39,7> 

41,83 


. . 


.. 

•• 

•• 

•• 






Table 12 








Items of Non-Tax Revenue and 

their importance 





1950-51 


1951-52 



1952-53 


1953-54 


Source of Revenue 

Percen- Percen- 
Yield tage of tage of Yield 

(000) total Non-Tax (ooo) 

Revenue Revenue 

Percen- Percent ' Percen- Percen¬ 

tage of tage of Yield tage of tage of 
total Non-Tax (ooo) total Non-Tax 

Revenue Revenue Revenue Revenue 

Percen- 
Yield tage of 
(ooo) total 

Revenue 

Percen¬ 
tage of 
Non-Tax 
Revenue 

Forests .... 

Rs. 

62,30 

36’ 1 48-8 

Rs. 

63,13 

41-2 

56-4 

Rs. 

70-41 

26-7 32-4 

Rs. 

62,78 

21-9 

27-8 

Registration 

27 

•2 *2 

•28 

*2 

■3 

•37 

*2 *2 

*35 

* I 

*2 

Industries & Supplies . 

>7-63 

TO* 2 13 ’ 8 

> 7,24 

11*2 

15-4 

24,30 

9-2 II-1 

3 >, 7 > 

II* I 

14-1 

Receipts from Road Trans¬ 
port Schemes. 

23,50 

13-6 18-4 

27,00 

17-6 

24-1 

23,75 

9-1 10-9 

30,00 

10*4 

I 3‘2 

Grants-in-aid 


;. 

•• 

• • 


90,00 

34-2 41-4 

95 , 0 ° 

33 -i 

42-1 

Miscellaneous 

3,28 

>•9 2-5 

3-35 

2* I 

2-9 

8-15 

3'9 3‘7 

• 5,79 

2* I 

2*5 

Total . 

1,27,25 


1,11,78 



2,16,98 









6 . (b) (iii) Nil. 
(iv) .Nil. 
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1950-51 1951-52 1952-53 


Rs. Rs. Rs. 

(v) A.— Provincial .— 


(i) Taxes 

39.94,363 

35,64, 1 77' r 39,59,073 

(ii) 'Fees (Tobacco 

Vend Fee). 

4,637 

3,823 

”,927 

Total 

39,99,000 

35,68,000 

39,71,000 

B-Municipal .— 

(i) Taxes, cesses and 
rates. 

(it) Fees and Fines 

12,800 

3,100 

12,800 

2,100 

11,484 

5,315 

Total 

15,200 

14,900 

16,799 

C.— Panchayats .— 




Fees & Fines . 

3,43i 

5,972 

11,900 

Grand Total . 

40,17,631 

35,88,872 

39,99,699 


Table 13 

7. (A) The following table will show the trends in 
revenues from Principal Taxes. 

(In thousands of rupees). 



1950-51 

1951-52 

1952-53 

1 

, 1953-54 
[expected) 

1. Land Revenue 

19,22 

I 9 ,i 7 

i 9 , 4 i 

19,16 

2. State Excise 

16,40 

15,07 

14,99 

16,53 

3. Stamps 

2,77 

3 ,oo 

3,39 

4,40 

4. Receipts under Motor 

32 

36 

23 

24 

Vehicles Act. 

5. Other Taxes.—- 

(a) Entertainment Tax 

33 

42 

4 i 


(b) Taxation of sale on 

30 

64 

6l 

, „ 

Motor Spirit. 

(<) License for the sale 
of manufactured 

5 

4 

12 


tobacco. 


7. (B) Explanation of trends and indication of pros¬ 
pects, and Revenue. —The income from land revenue 
was more in 1952-53 than in 1951-52 partly on ac¬ 
count of more receipts from fixed collections as a re¬ 
sult of the completion of the settlement operations in 
certain areas of the Mahasu District and partly on ac¬ 
count of enhanced receipts under rates and cesses on 
land. 

The decrease of revenue in the budget estimates for 
1953-54 under this head may be attributed to a decrease 
under “Sale of Government Estates” due to temporary 
suspension of Nautor lands in connection with the re¬ 
habilitation of displaced persons from Bilaspur on ac¬ 
count of the submerging of their lands by water as a re¬ 
sult of reconstruction of Bhakra Dam. 

State Excise. —The chief items of receipts under this 
head are: — 

(a) Licence Fees 

(b) Duty 

(c) Profit on the sale of proceeds of excise opium. 


The licence fees are the proceeds of the annual auc¬ 
tion of licences for the sale of country spirits and ex¬ 
cise opium. They are subject to considerable varia¬ 
tions from year to year due to variation in annual quota 
competition and other allied factors. 

The various forms of duty are: — 

(i) Duty on Distillery Spirits; and 

(ii) Duty on Excise Opium. 


Their rates are determined by the Government keep¬ 
ing in view the general policy of gradual reduction of 
the consumption of these excisable articles without 
affecting the State finances adversely as far as possible. 

Excise opium is purchased by the State Government 
at the rate fixed from time to time by the Government 
of India and is sold to licencees at rates fixed by the 
State Government. The yield under this head tended 
to decline right upto 1952-53 due partly to lower bids 
in auction and partly to the decrease in the sanctioned 
quota of excise Opium. Excise revenue in 1953-54 is 
expected to increase partly because the cost price of 
excise opium has gone up and partly because the fees 
for poppy cultivation are expected to higher. 

Stamps. —Revenue under this head has gone up be¬ 
cause since the enforcement the Court Fees (Hima¬ 
chal Pradesh Amendment Act of 1952) the rates of 
stamp duty have increased. 

Forests.—’ 1 The main sources of receipt under this head 
are: — 

(i) Sale proceeds of timber, fire-wood, charcoal, 
bamboos and resin extracted departmental from 
forests. 

(ii) Sale proceeds of timber, fire-wood, bamboos and 

resin and minor produce worked out by con¬ 
sumers and revenue realised from resin and 
grass cutting leases. 

(iii) Revenue from drift and waif timber, and con¬ 
fiscated forests produce. 

(iv) Share of revenue from Zamindari forests not 
managed by Government in which Government 
has a share or has certain other rights. 

(v) Realisation from fines on Contractors, forfeiture 
of deposits and securities for non-fulfilment of 
agreement, fee for registration of timber pro¬ 
perty marks on rivers, rents on land and build¬ 
ings and water mills and compensation under 
section 68 of the Forest, Act. 

There was a sudden increase of revenue in 1952-53. 
This was chiefly due to (i) sale of stranding trees ins¬ 
tead of departmental exploitation of timber in Uttar- 
sal forests and Gunir blocks of upper Bushahr Divi¬ 
sion and (2) increased receipts from fines from forest 
offence cases and confiscation of forest produce from 
shared forests in the Sirmur District. In 1953-54 the 
revenue is expected to drop by about the same amount 
with which it increased in the preceding year. The 
main reasons are (a) stoppage of departmental exploita¬ 
tion of timber and carriage of most of sawn timber 
from the operations of 1952-53 to Doraha during the 
same year leaving little quantity for 1953-54. 

Registration. —Increase in the last two years may be 
said to be due to mainly to the registration of a larger 
number of documents than anticipated. 

Receipts Mnder Motor Vehicles Act. —The sudden de¬ 
crease of revenue under this head in 1952-53 was due 
to the fact that the permits to private careers were not 
issued as a result of nationalisation of transport in the 
State. On account of the same reason revenue in 
future years is not expected to increase. 

Other taxes and duties. —(a) Entertainment Tax. —In¬ 
crease of revenue due to increase in the number of 
cinemagoers. Further increases may be expected. 

(b) Tobacco Vend Fee. —Revenue under this head in¬ 
creased due to revision of rates of license fees. 

(c) Petrol tax. —Showed greater income due to in¬ 
crease in motor traffic, particularly on account of the 
opening of new roads. 

Interest and Debt Services. —There has been a subs¬ 
tantial fall in income under this head because the Gov¬ 
ernment Securities and shares etc. which the Govern¬ 
ment inherited from the merged States have now been 
transferred to the Government of India. 

Agriculture. —The main sources from which revenue 
under this head is derived are: — 

(1) Sale proceeds of produce from demonstration 
and experimental Agricultural Farms. 

(2) Income derived from the sale of plants and fruits 
etc., of Botanical and Other Public Gardens. 

(3) Receipts from Poultry. 

(4) Fisheries. 
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This head also includes grants from the Central Gov¬ 
ernment for intensive cultivation schemes. The sudden 
increase in income from these sources —agriculture in 
195-53 was largely due to receipts from new experi¬ 
mental and cultivation schemes besides the inclusion of 
provision for receipts from fisheries previously ac¬ 
counted for under industries and supplies. There was 
also an increased grant from the Central Government 
for the intensive cultivation schemes, in 1953-54 is like¬ 
ly to decrease on account of less returns being expected 
from the potato development schemes and a consequent 
reduction in the grant of the Central Government. 

Industries and Supplies. —The receipts under this Head 
consist of the following minor heads: — 

(1) Industries. 

(2) Recoveries of over-payments. 

(3) Collection of payment for services rendered. 

(4) Miscellaneous. 

The sub-head “Industries” base further five sub-heads 
as follows: — 

(a) Slate Quarries. 

(b) Sericulture; 

(c) Sale proceeds of Industrial Arts and Crafts 
at Mandi and Rampur; 

(d) Himachal Rosin and Turpentine Factory, 

(e) Nahan Foundry. 

The income under this head has been increasing since 
1952-53. This has been largely due to increased produc¬ 
tion in consequence of increase in the manufacturing 
capacity of the Himachal Rosin and Turpentine Fac¬ 
tory as well as the increase in the sale of the proceeds 
of Industrial Arts and Crafts at Mandi and Rampur. 
Slate Quarries are being run on contract basis and much 
increase in income is not expected in future years. In¬ 
come from Sericulture practically nil while the 
Nahan Foundry was taken over by the Central Govt, 
in 1952-53 and income from this source will in future 
be credited to the Govt, of India. 

Receipts from Road Transport Scheme. —The receipt 
under this head has been increasing and decreasing ac¬ 
cording to the number of vehicles put on the road. On 
account of the changes envisaged in the development 
plan the income from this source is expected to inrease 
in the years to come. 

Grants-in-aid from Central Government.— This head 
appeared in the State Budget for the first time in 1952- 
53, that is after the separation of the revenue budget 
of the State from the Central Budget. In 1952-53 the 
Govt, of India gave a lump sum grant of Rs. 90 lakhs 
for general purposes. The grant for 1953-54 has been 
determined with reference to the total estimated revenue 


of the State on the one hand and the following classes 
of estimated expenditure on the other: — 

(i) Normal recurring expenditure on administration 
etc. " 

(ii) Schemes pertaining to the Five Year Develop¬ 
ment Plan; 

(iii) Other approved schemes not included in the 
Five Year Development Plan but considered in¬ 
escapable. 

8 and 9. Nil. 

The chances of any new taxes being imposed in the 
near future are pretty remote. It is true that a 
large amount of money is needed for the implementa¬ 
tion of Development Plans but it is equally true that 
the people of Himachal Pradesh have tractically no 
saving which can be mopped up for this purpose. Any 
attempt at increasing the tax burdens at present is sure 
to have an adverse effect both on the propensity to save 
and willingness to invest. Of course, after planning has 
succeeded in improving the economic condition of the 
people, as it must, the time will be ripe'for reconsider^ 
ing this question. 

10. The financial powers of the Himachal ''Pradesh 
Government and the State Legislature have been great¬ 
ly circumscribed by the Government of Part ‘C’ States 
Act. All budget estimates, including proposals for fresh 
taxation, have to be approved by the Government of 
India before presentation to the State Assembly. Even 
after they have been discussed in the Assembly they 
are still subject to the approval of the President. It is 
only after he is pleased to give his assent that the bud¬ 
get proposals become an Act. 

So far the Himachal Pradesh Government has not in¬ 
troduced any new tax. In the case of taxes, such as, 
land revenue, motor taxation, entertainment tax etc. the 
relevant Acts of the Punjab have been made applicable 
here with suitable modifications. 

The present practice does not appdar to be quite 
satisfactory. It is true that the Government of India 
does not wish to tax the democracy too much by throw¬ 
ing temptations in its way. Nevertheless, it is equally 
true that democracy loses its charm if the legislative 
powers of the chosen representatives of the people are 
too greatly restricted. Hence, it would be in the fitness 
of things if the existing Act is suitably modified to give 
the legislatures and the Cabinet of Part ‘C’ States 
greater legislative and executive powers respectively. 

11. All receipts are credited to the Consolidated Fund 
of the Himachal Government and all disbursements from 
it are made under the orders of the Lieutenant Gover¬ 
nor. The accounts are maintained by the Financial Com¬ 
missioner and audited by the combined Accountant 
General, Punjab and Himachal Pradesh. The adminis¬ 
trative arrangements in each case are as follows: — 


Tax 

Set up at the Secretariat level and below. 

Assessment 

Appeals and 

Collection 

Revision 

Land Revenue 

Financial Commissioner. Collector (who is the 
Deputy Commissioner of each District). Assistant 
Collector ist Grade (who is the ist Class Magistrate 
enjoying the requisite powers). Assistant Collector 
2nd Grade (Tehsildar). Assistant Collector 3rd 
Grade (Naib-Tehsildar). 

Done by Local Gov¬ 
ernment through 
Settlement Offi¬ 
cers. 

Financial Com¬ 
missioner. 

Collectors 

State Excise 

Financial Commissioner. Excise & Taxation Officer. 
Collector (who is the Deputy Commissioner of the 
District). Excise Inspectors & Sub-Inspectors. 

Collector. 

Financial Com¬ 
missioner. 

Collector. 

Stamps 

Financial Commissioner, Assistant Secretary (Rev.) 
Collectors (Deputy Commissioner of Districts). 

Collector. 

Ditto. 

Ditto. 

Receipts under Motor 
Vehicles Act. 

Other Taxes. 

Chairman & Secretary Provincial Transport Autho¬ 
rity. 

Deputy Commis- Ditto, 

sioner or Treasury 

Officers. 

Treasury Offi¬ 
cer. 

(a) Entertainment Tax 

Financial Commissionr. (D.C. of the District) 

Collector. 

Ditto. 

Collector. 

(A) Taxation on sales 
of motor spirit. 

Financial Commissioner. Collector. 

Ditto. 

Ditto. 

Ditto. 

(c) Licence for the sale 
of manufactured to¬ 
bacco. 

Financial Commissioner. 

Ditto. 

Ditto 

Ditto. 

(d) Ghareri tax (Tax 
on animals realised 
by the Forest De¬ 
partment, 

Chief Conservator of Forests. Divisional 

Forest Officers, Rangers. 

Forest Department. 

Chief Conserva¬ 
tor of Forests. 

Forests Depart- 
partment. 

(<) Rahdari tax 

Ditto. 

Ditto. 

Ditto. 

Ditto. 

If) Grazing rates 

Ditto. 

Ditto. 

Ditto. 

Ditto. 
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It is said that old taxes are the best. Since almost 
all the taxes mentioned above are old they are paid by 
the people without demur. Nevertheless, some of the 
taxes collected by the Forest Department have come in 
for some criticism in recent years. They are said to fall 
heavily upon the poor graziers and shepherds. Since 
the income from forests forms the backbone of the re¬ 


venue of Himachal Pradesh, it is doubtful if these taxes 
can be abolished, especially during the planning period 
in which every available penny is required for nation- 
buiiding departments. The proceeds of the principal 
taxes and their cost of collection are summarised 
below: — 


Table 14 


Grow income (in ooos of rupees) Cost of collection (in ooos of rupees) Net Revenue (in ooos of rupees) Percentage of cost to Gross Income 



1950-31 

31-52 

5>53 

53-54 

50-51 

31-32 

52-53 

ss-54 

50-51 

51-52 

52-53 

53-54 

50*51 

51-52 

52-53 

53-54 

Land Revenue 

19,aa 

I 9 ,i 7 

19 , 4'1 

19,16 

6,34 

7,05 

8,66 

8,59 

12,88 

21,12 

xo ,75 

10,57 

32,9 

36*7 

44-6 

448 

State, Excise 

16,40 

15,07 

14,99 

16,53 

1,95 

1,71 

1,64 

*,72 

14,45 

13,36 

13,35 

14,81 

ii '9 

ii *3 

io-g 

10*4 

Stamps 

3.77 

3,oo 

3,49 

4,40 

10 

10 

9 

11 

2,67 

2.90 

3,40 

4,29 

3-6 

3*3 

2*5 

2*5 

Receipts under Motor 

32 

36 

«3 

24 

a 

2 

I 

7 

30 

34 

22 

17 

6-2 

5*5 

4*3 

29*1 

Vehicles Act. 

Other Taxes 

1,29 

1,08 

i ,59 

1,50 

4 

1 

I 

1 

1,24 

1.07 

1,58 

1.49 

3 ' 1 

*9 

'•6 

•6 


It is evident that the cost of collecting land revenue is the highest both in amount as well as in relation to gross income. As soon as the land reforms are completed 
the Government will apply its mind to this aspect of the matter. The cost of collection of other taxes appears to be quite reasonable. 


12. The tendency to avoid paying taxes is pretty com¬ 
mon. There is nothing wrong about it; every body has 
a right to stop using an article if he thinks the price 
to be prohibitive. Consumption taxes can be avoided 
unless they are imposed on absolute necessities of life. 
Entertainment tax is an other example of such taxes. 
The question of evasion is quite different. The tax- 
dodger is a criminal in the sense that he deprives the 
Government of a legitimate collection. 

In Himachal Pradesh the only tax which is known to 
be evaded on a large scale is excise on country liquor 
and opium. Increased illicit distillation and smuggling 
of opium in the past years has been a matter of deep 
concern to the Government. The excise department has 
now been re-organised and it is hoped that the clandes¬ 
tine activities of the distillers and smugglers will be 
completely stopped. 

Another well known method by which the tax-dog¬ 
ger succeeds in cheating the Government is by bribing 
the petty officials. The Government is straining every 
nerve to eradicate corruption from official life. Anti¬ 
corruption committees have been set up in each District 
and they are expected not only to launch propaganda 
against corruption but also to bring individual cases of 
corruption to the notice of the authorities concerned. 

13. A. Large powers have devolved upon the Local 
bodies as the outcome of recent constitutional changes 
in India. The range of functions which they are ex¬ 
pected to perform is indeed very wide and varied. The 
services like education (primary), medical aid, sanita¬ 
tion, improvements in the means of communication and 
transport, supply of water, light etc. which are being 
at present performed by the State Govt, really belong 
to the sphere of Local Bodies. The Municipal Com¬ 
mittees should be pursuaded to take over these res¬ 
ponsibilities from the State Govt. If they do so the State 
Govt, may consider the advisability of surrendering the 
tax on the sale of electricity, the entertainment tax, 
Motor Vehicles Tax etc. in their favour. The State 
Govt, may also reconsider the question of re-adjusting 
Land tax vis-a-vis Local Bodies. After all land taxes 
in other countries are exclusively left to the Local 
Bodies. There should be no difficulty in revising the 
Land Revenue in such a manner as to leave a fair mar¬ 
gin for local taxation in this country. 

B. The Local Finance Committee has also advised the 
Central Govt, to levy Terminal Taxes on passengers 
carried by railway, sea and air and to make over the 
proceeds of these taxes to the Local Bodies. The ad¬ 
vice is eminently sound and should go a long way in 
improving the financial condition of Local Bodies. It may 
not be totally out of place here to suggest that Local 
Bodies, especially the Municipalities, should tap the 
hitherto neglected sources of productive undertaking of 
a commercial nature such as monopoly of the sale of 
tobacco and of petrol, cinemas, public utility ser 
vices, sewage farms etc. All progressive municipalities 
in other countries have made a welcome increase in their 
resources by extending the sphere of Municipal trading 
and enterprise. There is no reason why the Local Bodies 
in India, and for that matter in Himachal Pradesh, 
should not emulate their example. Simultaneously with 


improvement in their financial condition their respon¬ 
sibility in respect of civic amenities must be compul¬ 
sorily increased so that the State Govt, can devote 
greater attention to bigger problems of national impor¬ 
tance. 

14. A. Just as the local bodies are expected to pro¬ 
vide civic amenities, the State Governments have also 
to look to the social need of the people and administer 
the nation-building departments like higher education, 
medical and public health and agricultural and indus¬ 
trial development. Unfortunately, the sources of in¬ 
come open to them are neither adequate not elastic. In 
the case of Himachal Pradesh, for example, the income 
is mainly derived from Forests, Land Revenue and Ex¬ 
cise duties. The yield from~ these sources has remained 
practically stationery while expenditure has increased 
very much during recent years. The burden of Land 
Revenue is already heavy and might be reduced. Like¬ 
wise, Excise Revenue must vanish sooner or later. Under 
the circumstances it is necessary to place additional 
sources of income at their disposal to enable them to 
discharge their duties and responsibilities. One such tax 
is the income tax. For administrative reasons it should 
continue to be collected by the Centre but the entire 
proceeds of the tax should be given back to the States. 
The Finance Commission’s Report, in our opinion, does 
not go far enough. At any rate it is not fair 
to the Part ‘C’ States which have had to share 
of the Income Tax at all. These States should also have 
a greater share of Custom duties, Estate Duty and other 
divisible taxes. 

B. Perhaps it may be advisable for the Centre to re¬ 
impose the State Tax to compensate for the loss of re¬ 
venue sustained in parting with the income of divi¬ 
sible taxes in favour of the State Governments. 

C. Much inconvenience and hardship are being caus¬ 
ed on account of wide disparities in the rates of certain 
State Taxes such as the Sales Tax, Excise duties and 
taxes on Betting, Gambling and Advertisements etc. 
The Govt, of India should use its good offices to bring 
about a Sort of uniformity so that trade and commerce 
are not diverted to unnatural channels. 

D. Another pertinent point which has been raised in 
connection with this State is the question of the imposi¬ 
tion of the Sales Tax. This tax now constitutes a very 
important source of income in other States and it is 
often suggested that the Government of Himachal Pra¬ 
desh should also adopt it as a means of augmenting its 
slender resources. In view of the far-reaching effects 
of the tax on all-India Trade, Inter-State Commerce, in¬ 
dustrial costs, and foreign trade etc., it has already 
caused wide-spread dissatisfaction and a spate of liti¬ 
gation in other States. But apart from these considera¬ 
tions, the volume of trade and commerce in this State 
is so small that the cost of collection may far exceed 
the yield of the tax. It is, therefore, neither expedient 
nor profitable, at any rate, not until such time as the 
flow of goods in and out of this State increases so much 
as to justify the imposition of this tax. Even then the 
trend of the markets shall have to be carefully watched. 
There is already a shift from the seller’s to the buyer’s 
market. If the tax .happens to fall on the producers, the 
very idea of the tax may be frustrated, 



There are no Municipal Corporations or District 
Boards in Himachal Pradesh. There are only 11 muni¬ 
cipalities which came into existence as a result of the 
enforcement of the Punjab Municipal Act III of 191t 
vide Government of India Gazette Notification No. 386- 
IV dated 25th December, 1948. There were also 153 


MEMORANDUM U 

General Note on Local Taxation 

Panchayats upto 31st July, 1953 on which date the old 
Panchayats were dissolved to enable fresh Panchayats 
to be constituted according to the Himachal Pradesh 
Panchayat Raj Act, 1953. 


1. (i) Municipalities. 

A. General Information. 

1948-49 • 949-50 


1950-51 1 95 •- 5 s ' 952-53 


..Number.8 8 

2 . Population.'• • • 34,812 34,800 42,8.3 42,000 4',476 

3. Total income from all sources .. 3 ,.2,976 4,' 9 ,602 5,78,500 6,29,700 7 ,C 9 ,c 2 3 

4. Total income from rates and taxes 2,62,928 3,96,646 5,42,700 5,51,600 5,98,232 

Rs. as. ps. Rs. as. ps. Rs. as. ps. Rs. as. ps. Rs. as. pt. 

900 12 1 o 13 8 o 15 o o 16 .5 9 

2 14 6 


5. Per capita incidence total income 
10. Per capita incidence of income from taxes 


783 11 60 12 11 


•3 


B. Details of Income 


I. Tax Revenue — 


(i) General Property Tax (Tax on houses & land) . . 

(ti) “Service” Taxes (water lighting, drainage conservancy, etc.) 
(it i) Local Fund Cesses . 

( iv ) Octroi & Terminal Taxes, 

Octroi 

Terminal . 

(r) Taxes on goods and passengers carried by roads or 
(t,i) Taxes on vehicles, animals and boats 
(vii) Profession Tax 
(tit) Theatre Tax 

(ix) Pilgrim Tax .... 

(xv) Town improvement and “betterment ” taxes 
(xi) Other taxes, cesses and rates . 


Total 


1948-49 1949-50 

Rs. Rs. 


1950-51 1951-52 1952-53 


Rs. 



Rs. 
4,500 


Rs. 40' 
6 


24,776 

30,666 

23,300 

21,too 

19 3 
••75 

2,33,274 

3,61,446 

5,02,500 

5 , 07,500 

6,65, 


20 

2,900 

5,400 

3,484 

3*953 

4,419 

1,900 

3 °° 

• • 


.. 

• • 

•• 

• •075 

50 

95 

12,100 

12,800 

11, 


2,62,053 3,96,646 5,42,700 5, 5 i, 600 7>o®> 


If. Non-Tax Revenue 

(a) Grants from Government.— 

(t) for roads & buildings 
(it) for education .... 
(in) for medical and public health purposes 


( 4 ) Fees, Fines etc. 
(c) Miscellaneous 


Total 


Total 


C. Details of Expenditure 

li) Administration . . • • * 

(it) Service’ (Water Supply, drainage conservation charges, lighting etc.) 

(iii) Medical and Public Health ....... 

{iv) Roads & Buildings . . . 

(a) Miscellaneous -. 


77 

774 


42,144 

16,978 

21,300 

53,200 

64,315 

859 

42,144 

16,978 

21,300 

53,200 

64,948 

1,680 

7,099 

2,494 

3,484 

3,100 

11,400 

2,100 

22,800 

5 , 

3,023 

50,923 

22,956 

35,800 

78,100 

73 . 

3 , 12,976 

4,19,602 

5,78,500 

6,29,700 

i ,80, 

32,399 
. 1,10,063 

3 i,u 5 

1,15,51 • 

67,800 

1 , 73,500 

1.13.200 

1.85.200 

i, 4259 — 

2,31426 

47 , *48 
21,228 

41,560 

24,909 

47.600 

29.600 

80,700 

2,01,200 

1,6425 

59,22 

2,10,838 

2,13,095 

3,18,300 

5,80,300 

5 , 97,33 


(ti) panchayats. 


1 . Number of panchayat 

2. Populations involved 
3 Total income ft ora a 

sources. 


50—2 T. E. Com./55 


A. General Information relating to Panchayats 
Which were in existence upto 31 st July’53 
153 _ 

(Figures not available ) 

Rs- 13,042 in 1951—52 (figures for sub¬ 
sequent years are not yet available) 

387 
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B. Details of income 


. Tax Revenue ...... 


194050 

Rs. 

Nil. 

1950-51 

Rs. 

Nil. 

1951-52 

Rs. 

Nil. 

1952-53 

Rs. 

Nil. 

. Non Tax Revenue .— 

(a) Grants rom Government for all purposes 

• -* t * * • 

1,014 

4,556 

M 

O 

O 

Not yet sanc¬ 
tioned. 

(A) Fees and Fines ..... 

» » « • . • . 

to,i6t 

3.43 1 

5,972 

11,900 


Total 

H.I75 

7.987 

13,042 

11,900 

(i) Administration 
(t'i) '‘Service” (wattr supply, etc.) 

(in) Medical and Public Health. 

(«,) Roads and Budding 
(v) Miscellaneous .... 

C. Details of Expenditure 

5.124 

3.3io 

5,720 

7,080 


Total . 

6,124 

3,3io 

5,720 

7,080 


2. A, The following Statement shows the Budgetary position of Municipalities in Himachal Pradesh. 


Income 


9 

No. of General 
Year Munici- Property 

palitie; Tax 

“Servi¬ 

ces” 

Tax 

water, 

iignting, 

drainage 

etc. 

Octroi 

and 

Terminal 

taxes 

Taxes 
on ve¬ 
hicles, 
animals 
and 
boats 
etc. 

Profes¬ 

sion 

Other 

Taxes 

Cesses 

and 

Fees 

Total 

Tax 

Revenue 

Total 

Non-Tax 

Revenue 

Total Re¬ 
venue 


I 2 

2 

4 

5 

6 

7 

8 

9 

10 

11 

1948-49 

... 8 

. • 

24,776 

2 , 33,274 


3,953 

50 

2,62,053 

50,923 

3,12,976 

• 949 -'.° 

...... 8 

• 

30,666 

3,61,446 

20 

4,419 

95 

3,96,646 

22,956 

4,19,602 

> 950 - 5 > 

.10 


23,300 

5,02,500 

2,MC0 

1,900 

12,100 

5,42,700 

35,800 

5,76,500 

i 95 t -52 

• . 10 

4,500 

21,100 

5,07,500 

5,400 

300 

12,800 

5 , 5 l, 6 oo 

78,100 

6,29,700 

1952-53 

6 

. . . . . 11 

6,184 

19,250 

6,65,404 

3,753 

• • 

11,484 

7,06,075 

73,948 

7,83,023 


Expenditure 





Administra¬ 

tion 

“Service” 
(water Taxes 
supply 
conservancy 
etc. 

Roads & Miscellaneous 
Buildings 

Total 

expenditure 

.Surplus( + ) 
or 

Deficit (—) 

t 

2 


13 

14 

15 

l6 

17 


18 

1948-49 



32,399 

1,10,063 

47,148 

21,228 

2,10,838 

+ 

1,02,138 

1919-50 

. 


3 i ,”5 

1 , 15 , 5 ” 

41,560 

24,909 

2,13,095 

+ 

2,06.507 

1930-51 

. 

• 

. 67,800 

1,72,500 

47,600 

29,600 

3,18,500 

+ 

2,60,000 

1951-52 



1,13,200 

1,85,200 

80,700 

2,0.5,200 

5,80,300 

+ 

49 , 4 °° 

1932-33 



1,42,598 

2,31,410 

1,64,219 

59,2*5 

5 , 97,443 

+ 

CO 

Cn 

Cn 

CO 

0 


B. The following Supplementary table shows the Financial position of the Municipalities of Himachal Pradesh 



Year 

No. of 
Munici¬ 
palities 

Total po¬ 
pulation 
covered 
by Muni¬ 
cipali¬ 
ties 

Total 

income 

Income 
per Mu¬ 
nicipality 
(average) 

Income 
per head 
of popu¬ 
lation 

Total 

expendi¬ 

ture 

Expenditure Expendi- 
per Mu- ture per 
nicipality head of 

(average) popula¬ 

tion 

1948- r 8 


8 

34,812 

Rs. 

3,12,976 

Rs. 

39,122 

Rs. 

89 

Rs. 

2,10,838 

Rs. 

26,355 

Ks. 

6 -o 

1949-50 


8 

34,813 

4,19,602 

52,452 

125 

2,1-3,095 

26,637 

b-i 

1930-51 

* 

• 10 

42,800 

5,78,500 

57,850 

13 5 

3,18,500 

31350 

7'4 

1931-52 


10 

42;ooo 

6,29,700 

62,970 

■ 4-9 

5,80,300 

58,030 

13-8 

1951-53 


. - 11 

•t 1,4/0 

7,80,023 

71 911 

18-8 

5 y 7,444 

54,313 ‘ 

144 
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C. The following points emerge from the study of tjie 
above two statements relating to the Budgetary position 
of the Municipalities: 

( 1 ) The resources of the Municipalities are limited 
although they have tended to increase in recent years, 
the increase of income per municipality'on the average 
being over 81 per cent during the last 5 years. 

( 2 ) The income per head of population served by the 
municipalities is also small, although it has increased 
by over 110 per cent, since 1948 - 49 . 

( 3 ) On the expenditure side there is an increase of 
expenditure per municipality from Rs. 26.355 to 
Rs. 54,313 that is an increase of over 100 per cent and 
an increase in expenditure per head of population 
several of over 140 per cent, during the last five years, 

( 4 ) There is a considerable amount of unspent balance 
each year showing that the municipalities are not even 
taking full advantage of the income available to them. 
The surplus left over each year and its proportion to 
total income is shown below: — 


Year 


Income 

Surplus 

Percentage 
of surplus 
to income 

1948-49 


Rs. 

■ 3.12,976 

Rs. 

1,02,138 

Rs. 

32 ‘6 

1949-50 

• ' • 

4,19,602 

2,06,507 

49-2 


year 


Percentage 


Year 

Incmc 

Surplci 

of surplus 
to income 

1966-51 

5,78,500 

2,60,000 

44-9 

1951-52 

6,29,70c 

49 , too 

. 7/8 

' 952-53 

7,83,023 

1,85,580 

23 '7 


( 5 ) The main source of revenue is taxes. The amount 
derived frbm Non-tax sources is less than 10 per cent 
jn_recent years. (Please see answer to question No. 3 ). 

(6) While the percentage of beneficient expenditure to 
total expenditure is steadily decreasing, the proportion 
of expenditure on administration to total expenditure 
has increased from 15-3 per cent, in 1948-49 to 23-8 
per cent, in 1952-53 i.e., an increase of over 56 per cent, 
in the last 5 years. (For detailed statistics please see 
answer to Question No. 6). 

( 7 ) Another important point to i.ote in connection 
with the working of Municipalities in this State is that 
they spend practically nothing on education and medi¬ 
cal aid. With the exception of the Solan Municipality 
which has made arrangements for water supply, others 
have taken no interest at all in any commercial enter¬ 
prise. 

C. The following table shows the budgetary position 
of Panchayats in Himachal Pradesh. 


Income Expenditure 


Surplus 

Fees & Fines Grant-in-aid Total Dtfi.ii[—) 


1949- 50 . ‘ 

1950 - 51 . . . . . . . . . ... 

1951- 52 . 

Rs. 

10,160 

3,43i 

5,972 

11,900 

Rs. 

1,014 

4,558 

7,070 

Not avail¬ 
able. 

Rs. Rk. 

11,174 6,123 

7,987 3,3io 

13,042 5,720 

•. . . 7,080 

Rs. 

5>°5i 

4,677 

7,322 

D. It is clear that while the Municipalities in Hima¬ 
chal Pradesh are poor in resources, the condition of the 
Panchayats is still worse. Analysing figures of income 

' and expenditure still further we find that the average 
income of a Panchayat per year is only Rs. 72 while 
the expenditure is about Rs. 36J as per table below:— 


No. of Panchyats Total income for 
four Years. 
( 1949-50 to 
1952 - 53 ) 

Average Income 
per Pahchayat for 
four Years (49-50 
to 52 - 53 ) 

Average Income 
per Panchayat 

per year 

Total expenditure 
for four years 
(49-50 to 
52 - 53 ) 

Average Expendi¬ 
ture per Panchayat 
for four years 

. (’ 49-50 to 52-53) 

Average expendi¬ 
ture per Panchayat 
per year 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

153 44,104 

288 

72 0 

22,334 

146 

3 fi ■ 5 


Moreover, while the major income of the Municipalities 
is derived from taxes, the Panchayats are depending ex¬ 
clusively upon Non-tax sources. There has, however, 
been a significant change in the components of the Non¬ 
tax revenue. Up to 1950 the income from grants-in-aid 
was 1/lQttrof the income accruing from fees, fines, etc. 
After 1950 the percentage of grants-in-aid to total re¬ 
venue is more than the income derived from other 
sources. 

Another point of considerable significance is that the 
Panchayats are not able to spend even whatever little 
they get. In 1949-50 there was a surplus of Rs. 5,051 

3. The relative significance of the various sources of revenue c 
table :— 

Statement showing the relative significance of the various 


against the total income of Rs. 11 . 174 . In 1950-51 al¬ 
though the income fell to Rs. 7 , 987 , there was a surplus 
of Rs. 4,677 and in 1951-52 there was a saving of 
Rs. 7,322 in an income of Rs. 13 , 042 . 

E. The Local Bodies in Himachal Pradesh are too 
small and un-enlightened to cater to the ordinary re¬ 
quirements of the citizens. It is, therefore, too much to 
expect that they would contemplate capital develop¬ 
ment on a large scale. At any rate, no plans have been 
drawn up so far although the Gram Panchayats have 
been made the nucleus of the provincial schemes of eco¬ 
nomic and social reforms. 

the Local Bodies in Himachal Pradesh is indicated in the following 
sources of Income Bodies of Local Bodies in Himachal Pradesh. 


1948-49 
Yield % of 
total re 


1949-50 
Yield % of 
total re- 


1950-5 » 

Yield % of 
total re- 


1951-52 
Yield % of 
total rt- 


, . < 952-53 
Yield % of 
total re 




venue 


venue 


venue 


venue 

venue 

Municipalities : 

Tax Revenue . . . 

Rs., 

2,62,670 

85-7 

3,96,646 

95-3 

5,42,700 

95 6 

5 , 5 i, 6 oo 

90-8 

7,06,075 90. 

Non Tax Revenue : 

Grants-iu-aid Fees, fines etc. 

42,144 

' 3-7 

16,978 

408 

21,300 

3-7 

53,2oo 

8-7 

6 

64,774 8- 

Fees, fine* etc. 

1,680 

•54 

2,494 

59 

3,100 

•54 

Q,IOO 

•34 

J 5,315 63 


3,06,494 


4 ,i 7 ,ii 8 


5,67,100 


6,06,900 


7,76,166—.. 4 






39& 


1948-49 

1 949 - 5 ° 

1950 - 5 ' 

1951-52 

1952-53 

Yield % of total 

Yield % of total 

Yield % of total 

Yield % of total 

Yield % of total 

revenue 

revenue 

revenue 

revenue 

revenue 


Panehayats : 

Tax Revenue . 

. 


Nil. 


Nil. ; 

m 

Nil. 


Nil. 


Nil. 

Non-Tax Revenue : 
Grants-in-aid 

- 


.. 

,. 

1,014 

9'°7 

4.556 

57-04 

7,070 

54-2 


Fees,, fines, etc. 

* 

. 


.. 

10,161 

90-9 

3.431 

' 42-9 

5,972 

45-7 



ll > l 75 7>987 I 3 >° 4 2 


N.B. Local Bodies in this State have not yet interested themselves in commercial enterprises. Hence there is no revenue from commercial transport or other, 
undertakings. 


4 . The Panehayats in Himachal Pradesh have not been 
allowed to impose any taxes so far Himachal Pradesh 
Panchayat Raj Act, 1953 a summary of which is given 
at the end of this note, has tried to improve the situation 
in this respect. The Municipalities, however, depend 
largely upon them. The taxes they employ are the 
General Property Tax i.e., the Tax on Houses and Lands 
the “Service” taxes i.e., the charge for water, lighting, 
drainage, conservancy, etc., Octroi, taxes on vehicles, 
animals and boats, etc. The Profession Tax and other 
taxes allowed by the Constitution such as the Local 


Fund Cess, the Road Tolls, the Theatre, Pilgrim and 
Town Improvement and Betterment Taxes, etc. have 
not yet been introduced and will not be introduced un¬ 
less the Local Bodies gain the confidence of the masses 
which they will not do unless they learn to use their 
resources properly and profitably. 

The Principal taxes imposed by the Municipalities in 
Himachal Pradesh are shown in the following table 
which is also intended to bring out the significance of 
each tax in the financial structure of these bodies: — 


Statement showing the Principal Taxes oj the Municipalities in Himachal Pradesh and their relatives significaence. 


1948-49 1949-50 1950-51 1951-52 1952-53 


General Property Tax 

“Service** Tax (water lighting , drainage, 24,776 
lonser vancy, etc.) 

Octroi acd Terminal Tax . . . 2,33,274 

Taxes on Vehicles, Animals etc. 

Profession Tax . . . . 3,953 

Other taxes Cesses & rates . • 50 

Total tax Revenue . . . 2,62,053 

Total Revenue (Tax plus Non-Tax) . 3,12,976 


7*8 

9 * 

30,666 

7*3 

7*7 

* 3,300 

74 T* 

89-0 

3,61,446 

86-i 

9 i’i 

5,02,500 



20 

•004 

•005 

2,goo 

1 * 


4 , 4 i 9 

I *0 

i*i 

1,900 

013 

•019 

97 

•02 

0-2 

12,100 


3,96,646 5 , 42 , 7 oo 

4 , 19,602 5 , 78,500 




4,500 

•71 

•fit 

6,184 

*79 

•87 

4 -o 

42 * 

21,100 

3*3 

3*8 

19,250 

2’4 

2-7 

86-8 

92*5 

5,07,500 

805 

92*0 

6,65,404 

95*3 

94*2 


*5 

5,400 

•85 

*97 

3,753 

•48 

•53 

•32 

•35 

300 

•04 

•05 




20 

a-2 

12,800 

20 

2-3 

11,484 

i*6 

i*6 


5,51,600 7,06,075 

6,29,700 7,80,023 


It will be noticed that Octroi 1 ? really the backbone 
of municipal finance in this State. Its yield has in¬ 
creased from Rs. 2 , 33,274 in 1948-49 to Rs. 6 , 65,404 in 
1951 - 53 , that is, an increase of over 180 per cent, in 5 
years. The importance of this tax can also be judged 
from the fact that in 1952-53 the income from this 
source was 85:3 per cent, of the total municipal re¬ 
venue and 94-2 per cent, of the total revenue derived 
from taxes. 


The next tax in point of yield is the “Services” tax. 
The figures given in the table, however, relate to only 
one municipality, viz., the Solan Municipality which is 
the only local body in the State to collect water and con¬ 
servancy taxes. In other places water and lighting are 
the concern on the P.W.D. Even in the case of the Solan. 
Municipality the significance of “service” taxes has been 
declining in recent years. In 1948 - 49 , the income from 
this sources was Rs. 24 , 776 . In 1952 - 53 , it was Rs. 19 , 250 . 
Thus the proportion of the yield of the tax to total 
revenue decreased from 7-8 per cent, to 2-4 per cent, 
between 1948-49 and 1952 - 53 . 

The General Property Tax was introduced by the 
Solan and Theog Municipalities for the first time in 
1951 - 52 . They are still the only two local bodies to 
have it. The income from this source was Rs. 4,500 in 

1951 - 52 , that is, -7 per cent, of the total revenue. In 

1952 - 53 , the amount of yield increased to Rs. 6,184 
which was about :8 per cent, of the total revenue of all 
municipalities. 

The income from taxes on vehicles (mostly hand carts) 
etc. has been increasing slightly in recent years. The im¬ 
portance of the Profession Tax gradually dwindled so 
much that it was comoletely abolished with effect from 
, 852 - 53 . 

There is absolutely no income from terminal taxes 
Actually under the Constitution the Local Bodies are- 
debarred from making use of these taxes. The Local 
Finance Enquiry Committee has expressed the view that 
Terminal Taxes would be less objectionable than Octroi 
which is admittedly an irksome obstacle to the free 
movement of goods. The recommendation is worth 
serious consideration. 


5 . A. Barring the efforts of two municipalities, viz.. 
the municipalities of Solan and Theog which introduced 
the General Property Tax in 1951 - 52 , no other munici¬ 
pality has thought of tapping additional sources of' 
revenue. 

B. Moreover, while analysing the budgetary position 
of local bodies (please see answer to question No. 2 ) it 
has been pointed out that they do not even spend all 
they get at present. Under the circumstances, it would 
be difficult for them to contemplate new taxes even 
to think of increasing the rigorous of the existing ones. 
Local bodies, can greatly add to the happiness of the 
people by providing civic amenities. Their success, how¬ 
ever, depends upon the quality of councillors and the 
manner in which they discharge their duties and obli¬ 
gations. If the so-called City Fathers of Himachal Pra¬ 
desh apply their mind seriously to this aspect of the 
matter they should not find it difficult to raise the re¬ 
quired revenues even if it means the imposition of 
fresh taxes. 

C. There are certain taxes which really belong to the 
domain of local bodies, i.e., the Entertainment Tax. 
Taxes in Betting, Gambling, Advertisements and Elec¬ 
tricity and Land Taxes etc. The State Governments 
should not find it difficult to part with them provided 
their responsibilities in respect of essentially local pro- 
serious consideration. 


D. The municipalities in particular will also do well 
to tap the hitherto neglected sources of productive 
undertakings of a commercial nature such as mono¬ 
poly of the sale of tobacco and of petrol, cinemas, pub¬ 
lic utility services like electricity local transport ser¬ 
vices, sewage farms and sale of manure etc. All pro¬ 
gressive municipalities in other countries have made a 
welcome increase in their income by extending the 
sphere of municipal trading and enterprise. This is a 
very fruitful source of income and, at the same time, 
provides opportunities for training and experience which 
might pave the way for private industrial development. 

6 . A. (i) The Municipal Committees in Himachal 
Pradesh have been set up according to the Punjab Muni¬ 
cipal Act III of 1911 , as amended by the Government of 



India Gazette Notification No. 386-IC dated the 25th 
December, 1948. They are second class municipalities 
according to the meaning of the aforesaid Act and func¬ 
tion under the overall supervision and control of the 
Lieut. Governor exercised, at the Secretariat level, 
through Assistant Secretary, Local Self Government as 
per sections 231-240 of the Municipal Act. 


(v) The procedure for assessing immoveable property 
is laid down in the Sections 63-75 and for Octroi and 
Terminal Taxes in Sections 76-78 of the Act. 

(vi) All taxes are collected through the Moharrir ex¬ 
cept the Octroi which is collected through a special staff 
headed by the Octroi Superintendent. 


/ ' 

(ii) Every committee elects, from time to time one of 
its own members to be President with the approval of 
the Lt. Governor. In the event of disagreement bet¬ 
ween members or if the post of President remains un¬ 
filled for over a month, the Lt. Governor has the right 
to appoint one of the members as President. Every com¬ 
mittee also appoints, with the approval of the Govern¬ 
ment, one of its members or any other person to be its 
Secretary. The Committee has the right to suspend, 
remove, dismiss or otherwise punish any person so ap¬ 
pointed. 

(iii) The powers of taxation are fully defined in the 
amended Act referred to above. A committee may at 
a special meeting, pass a resolution to propose the im¬ 
position of any tax provided that when the committee 
has officially settled its proposals it shall submit them 
together with the objections, if any made in this con¬ 
nection, to the Lt. Governor who after considering the 
proposals and the objections may either refuse the sanc¬ 
tion of the proposals or return them to the committee 
for further consideration or sanction them' without 
modification or with such modification not involving an 
increase of the amount to be imposed, as he deems fit. 
If the Lt. Governor sanctions the proposals, whether 
with or without modification, he shall notify the imposi¬ 
tion of the tax and shall, after notification, specify a 
date noteless than three months from the date of the 
notification on which the tax shall come into force. 


B. Panchayats. —(i) The Panchayats which existed till 
July 1953 were established on the lines of the Punjab 
Villages Panchayat Act XI of 1939 as amended by the 
Government of India Extraordinary Notification No. 
386-IB dated 25th December, 1948. 

(ii) The Panches were appointed by the Deputy Com¬ 
missioner from amongst the inhabitants of the Pancha¬ 
yats area duly nominated by the said inhabitants in a 
prescribed manner. The Lambardar of the Panchayat 
area used to be the ex-officio Panch. If there was more 
than one lambardar in the Panchayat area, the Deputy 
Commissioner appointed one such lambardar to be a 
Panch. The lambardar not appointed an ex-officio panch 
by the Deputy Commissioner was eligible for nomination, 
and appointed in the same manner as any other inhibit- 
ant of the area. Whenever a vacancy occurred by the 
death, resignation or removal of a panch, naibsarpanch 
or a sarpanch, a new panch, naib smrpanch or a sar- 
panch was appointed by the Deputy Commissioner or 
elected by the Panchayat as provided in the rules and 
the person so appointed or elected filled such vacancy 
for the unexpired remainder of the term for which such 
office holder would have otherwise continued in office. 

(iii) They were not allowed to impose taxes. 

(iv) The position has been changed as a result of the 
enactment of the Himachal Pradesh Panchayat Raj Act, 
1953, a summary of which is given at the end of this 
note. 


(iv) After this, the collection and administration of 

the tax are left entirely to the Secretary and other offi- (v) Figures given in the following tables relate to the 

cials o the Municipal Committee, subject to the local old Panchayats which have now been dissolved, 
supervision of the Deputy Commissioner of the District 

who also acts as a court of appeal according to Section C. An idea of the cost of tax administration can be 

84 of the Municipal Act. had from the table given below: — 


Expendi- % of ex- Expendi- % of Bene- 
ture on penditure ture on ficient Ex- 
Year Total Ex- Administ- on Admi- Beneficient penditure 


penditure ration nistration ervices to total 

to total 

' expenditure —expenditure 

1948- 49 .. 2,10,838 32,399 153 1,57,211 7- 

1949- 50 .2,13,093 31,115 14 6 1,57,071 773 8 

1950- 51.. . 3,18,500 67,800 21-3 2,21,100 69 3 

1951- 52 • ... 5,80,300 1,13,200 19-5 2,65,900 45-4 

1952- 53.. . . 5 , 97,443 1,42,598 23-8 3 , 95, 6 29 66-28 


The cost of tax-administration increased from 
Rs. 32,399 in 1948-49 to Rs. 1,42,598 i.e., an increase of 
about 340 per cent, in 5 years. During the same period 
the total expenditure increased from Rs. 210,838 (in 
1948-49) to Rs. 597,443 (in 1952-53) i.e., an increase of 
about 183 per cent. The increase in the cost of adminis¬ 
tration, therefore, has been quite out of proportion to the 
increase in the total expenditure. It is also highly 
significant that during the 5 years in which the propor¬ 
tion of expenditure on administration has increased by 
340 per cent., the percentage of expenditure on Bene¬ 
ficient Services has actually declind by about 7 per cent. 

D. No information is available regarding the arrears 
of taxes but it is presumed that, unlikely municipalities 
elsewhere, the amount of arrears is not appreciable in 
this State. Appeals against assessment and collection 
are also practically non-existent. 


E. Thus, looking from the tax-payers’ point of view, 
the municipal tax structure appears to be quite reason¬ 
able. The only tax which might be said to offend all 
canons of taxation, is Octroi. It is vexatious in ap¬ 
pearance and regressive in effect. The taxation En¬ 
quiry Committee of 1924 had suggested its replacement 
by some sort of sales tax. In all other countries, Octroi 
has practically disappeared from local finance and tax 
on property has come to occupy a more important place. 
In some States of India we have both Octroi and Sales 
Tax which makes the whole system of taxation look 
very oppressive to the tax payer. Sales Tax is, in our 
opinion, highly repugnant but, if for reasons of state, 
it has got to employed it should be in place of Octroi 
and never in addition to. it. 


7. The problem of tax evasion and avoidance has 
never been studied in the proper way. The informa¬ 
tion gathered from municipal officials, in this State, 
however, leads us to the conclusion that there is no 
attempt to cheat except perhaps in the case of Octroi 
Duties. Businessmen very often conceal articles of mer¬ 
chandise in beddings or suit cases. They also try to pass 
on brand new articles as part-worn. The officials are 
allowed to search all doubtful cases and if they perform 
their duties deligently and conscientiously there is no 
reason why anybody should be able to cross the Octroi 
post without paying the due tax. Of course, the danger 
of offending public feelings is there but it cannot be 
helped. Such dangers are implicit in regressive taxes 
such as Octroi duties. 


8 . A. The recommendations of the Local Finance En¬ 
quiry Committee have not yet been implemented in this 
State. There is nothing new in it; the views of most 
expert commitees have met the same fate all over India. 
The views of the Committee were, however, made 
known to the municipal committees by this Government 
soon after they were received from the Government of 
India. 


B. A summary of the important provisions of the 
Himachal Pradesh Panchayat Raj Act, 1953 is given 
below: — 

/. Obligatory Functions of the Panchayats. 

(1) Construction, repair, maintain, cleaning and 
lighting of public streets, 

(2) Providing of Medical relief: 








tcJ) Sanitation and taking of curative and preven¬ 
tive measures in respect of infectious and epi¬ 
demic diseases; 

( 4 ) Upkeep, protection and supervision of any build¬ 
ing or other property which may belong to the 
Gram Sabha or which be transferred to it for 
management; 

(5) Registering births, deaths and marriages, and 
maintenance of register of membership; 

( 6 ) Removal of encroachment on public streets, pub¬ 
lic places and property vested in Gram Sabha; 

(7) Regularising places for the disposal of the dead 
bodies of the human beings and animals and of 
other offensive matters; 

( 8 ) Regulation of meals, and markets within its 
area except those managed by the Government; 

(9) Establishing and maintaining of Primary schools 
for boys and girls; 

( 10 ) Establishment and management and care' of 
common grazing grounds and land for the com¬ 
mon benefit of the persons residing within its 
jurisdiction; 

(11) Constructions repair, and maintenance of pub¬ 
lic wells, tanks, ponds, for the supply of water 
for drinking and washing and bathing purposes 
and regulation of sources of water supply for 
drinking purposes. 

(12) Regulation of constructions of new building or 
the extension or other alteration of any . existing 
building; 

(13) Assisting the development of agriculture com¬ 
merce and industry; 

(14) Taking steps to prevent fire and rendering assis¬ 
tance in extinguishing fire and protecting life 
and property when fire occurs. 

(15) The administration of civil and criminal justice 
and selection of penal of persons for appoint¬ 
ment as Panchs of the Nyaya Panchayt accord¬ 
ing to the provisions of the act and the rules 
framed thereunder; 

(16) Maintenance of record relating to cattle censes, 

, population census and other statistics as may 

be prescribed; 

(17) Maternity and child welfare; 

(18) Allotment of places for securing manure; 

(19) Maintenance and control of waste water chan¬ 
nels and drinking places; 

(20) Managing the Panchayat Forests according to 
the rules made in this behalf; 

( 21 ) Maintenance of all such roads, water courses 
and hydro electric installation, the management 
of which has been undertaken by the Pancha- 
yats with the sanction of the State Government; 

(22) Necessary financial and labour contribution for 
the construction of public roads or the water 
courses within the Gram Sabha area under the 
development programme of the State Govern¬ 
ment; 

(23) Filling in of insanitary depression and levelling 
of land; and 

(24) Fulfiling any other obligation imposed by any 
law on Gram Sabha; 


H. Discretionary—Oonly Functions of the Panchayts. 

(i) Planting and maintaining tree at the sites of 
public streets and in other places; 

(ii) The improved breeding and medical treatment 
of cattle and prevention of diseases in them; 

(iii) Organising subject to rules prescribed a vil¬ 
lage voluntary force for watch and ward for 
assisting Gram Panchayat and Nyaya Panchayat 
m discharge of their functions and services of 
summon and n . lines issued by them; 

(iv) Assisting and advising agriculturists in the ob¬ 
taining and distribution among them of Govern¬ 
ment loans and in the repayment thereof in the 
liquidation of old debts and generally establish¬ 
ing of sound credit system according to law. 


(v) Development of co-operation and establishment 
of improved seed and stores; 

(vi) Relief against famine and other calamity; 

(vii) Making representation to the Tehsil Panchayat 
and Zilla Panchayat for performance by them 
of such functions in relation to area of Gram 
Sabha as is beyond the powers of Gram Sabha; 

(viii) Extention of Abadi; 

(ix) Establishment and maintenance of an Akhaba or 
club or other place for recreation and games; 

(x) Regulating the collection, removal and disposal 
of manures and sweepings; 

(xi) Prohibiting or regulating the curing tanning; 
and dyeing of skins within 220 yards of Abadi; 

(xii) Setting up organisation to promote goodwill 
and social harmony between different commu¬ 
nities; 

(xiii) Public radio sets and gramophones; ' 

(xiv) Any other measure of public utility calculated 
to promote moral and material well being or 
convenience of the villagers. 

(xv) Construction of food storage and the perfor¬ 
mance of any work, the expenditure on which 
is declared by the State Government or by the 
prescribed authority to be an appropriate 
charge on the Gram Sabha; 

III. Financial Powers. 

(A) A gram Panchayat, as prescribed and in respect 
of any area within its jurisdiction may enter into a 
contract with the State Government to collect any taxes 
or dues payable to the Government on being allowed 
by the State Government. Such collection charges may 
be prescribed or with all or any of the land owner who 
collect rent on his or their behalf on being allowed by 
the land owner such collection charges as may be pres¬ 
cribed. 

(B) The following money shall be credited to the 
Gram Fund; 

(1) Proceeds of any tax imposed under the Act; 

(2) All sums handed, over to Gram Sabha by the 
State Government; 

(3) The balance of any standing to the credit of the 
village Panchayat previously in existence under 
the Punjab Village Panchayat Act as applied 
to Himachal Pradesh. 

(4) All sums ordered by a court to be placed to the 
credit of Gram Fund. 

(5) All sums received under section 129 (Power to 
compound offences). 

(6) The sale proceeds of all dust, dirt, dung, or re¬ 
fuse including the dead bodies of the animals 
collected by the servants of Gram Panchayats. 

(7) Such portion of the rent of other proceeds of 
Nazul property as the State Govt, may direct 
to be placed to the credit of the Gram Fund. 

(8) Sums contributed to the Gram Fund by any 
Tehsil Panchayat, Zilla Panchayat, or other 
local authority; 

(9) All sums received by way of loan or gift. 

(10) Such other sums as may be assigned to the 
Gram Fund by any special or general order of 
the State Government. 

(11) All sums received by the Gram Panchayat from 
any individual or corporation or the State Govt, 
under section 26 or any other Law. 

(12) Sale proceeds of property vested in Gram Sabha; 
and 

(13) All licence fees collected by it. 

(C) With the sanction of the prescribed authority and 
subject to such conditions as may be prescribed a Gram 
Sabha may borrow money from the State Government 
to carry out any of the purposes of the Panchayat Raj 
Act. 

(D) A Gram Sabha may impo.se such taxes may be 
approved by the State Government and in such manner 
as may be prescribed. 

(E) The taxes under section 1. (above section) shall 
be imposed, assessed, and realised in such manner as 
may be prescribed. 



(F) The Gram Panchayat shall as prescribed arrange 
for the realisation of Taxes and dues, custody of its 
funds and maintenance of accounts. 


(G) A Nyaya Panchayat may impose a fine not ex¬ 
ceeding Rs. 100 but shall not inflict a sentence of im- 
prisonmeht either substantive or in default of payment 
of fine. 


(H) Can levy local rates at the rate of 20% of the 
land revenue. 


(I) A Zilla Panchayat may reduce or remit any tax 
payable by any person on grounds of poverty and lack 
of means. 

(J) Where any person reliable to pay any tax im¬ 
posed under the. Panchayat Raj Act is in default of 
making a payment of the tax the Panchayat which im¬ 
posed the tax may in its direction direct that in addition 
to the amount of the arrears a sum at the rate of five 
per cent, of the amount of the arrears for every day of 
default not exceeding the amount of the arrear shall 
be recovered from him by way of penalty provided that 
the penalty may for sufficient reasons to be recorded, be 
waived by the Panchayat imposing the tax. 



MEMORANDUM III 


General Note on Land Revenue 


1. A. In the preamble to the Note on State Taxation 
(Memorandum I it has been pointed out that Himachal 
Pradesh is a new State. It has sprung from the integra- 
of about 30 hills States of the Punjab, each of which 
had its own characteristic system of taxation and Land 
Revenue. Correct records of those systems are not now 
available nor are they strictly germane to our present 
purpose. All that we have to bear in mind is that in 
every one of the merged States Land Revenue was 
really the most important source of income and the 
other taxes played a very insignificant and a diminish¬ 
ing role. 


Name 

of 

Ur.it 



Year in which Setted 

Keonthal 





1914-15 —It was settled in 1914-1 5 
1948-49 — and re-settled in 

Koti 





1914-18 —It was settled in 1914-16 
1949-50 - and re-settled in 

Madhan 



. 

. 

1911 I 949 - 5 0 

Ratesh 



. 

. 

1949 

Ghund 

. 




1929-32 

Theog 

. 


. 


1931-32 

Dhami 

. 


. 


1916 


B. Even after the merger, Land Revenue has conti¬ 
nued to occupy an important place in the economy of 
the State as the sub-joined table will show: — 


(In thousands of rupe es) 



i 95 °- 5 l 

1951-52 

1952-53 

1953 -54 

Income from Land 

2 

19.17 

19,41 

fg,i 6 

Total Revenue of the year 

1,72,22 

1.52,91 

2,63,06 

2,86,52 

Total tax revenue of the year 

39-99 

38,68 

39,71 

41.83 

Percentage of Land Revenue 
to total revenue 
• 

II *2 

12-5 

7'3 

6-6 


C. The figures given above include cesses (Local rate 
and village Officers Cesses)* They show that land re¬ 
venue accounted for 11-2% of the total revenue in 1950- 
51 and 12-5% in 1951-52. These figures dropped to 7-3 
in 1952-53 and 6-6% in 1953-54 chiefly on account of the 
inclusion of tne Central subsidy in the revenue of the 
States which completely over-shadowed the income 
from tax sources. 

If we compare land revenue with the income from 
other taxes, we find that the former accounts for almost 
one half of the total tax revenue although the impor¬ 
tance of other tax items also is increasing day by day. 

D. Another significant point which emerges from the 
table given above is that although the yield from land 
revenue has remained fairly static on the whole, there 
was a tendency towards increase up to 1952-53 and a re¬ 
verse tendency thereafter. The upward trend in the 
years following 1949-50 was due to increase in income 
on account of the increased grants of Government waste 
lands (Nautor) made to persons possessing uneconomic 
holdings and to relieve congestion on the land. Another 
reason for the upward trend was additional income 
on account of the grant of occupancy and proprietory 
rights to persons cultivating Government lands for 
long period as tenants-at-will. The decrease after 1952c 
53 has been due to the suspension of grants of Nautor 
lands which was necessitated with, a view to reserving 
as much of land as possible for the displaced persons 
from Bilaspur on the completion of the Bhakra-Nangal 
Project. 

2. (i) Figures are not readily available. 

(ii) Information is not readily available. 

(ii) Figures are not readily available. 

2. B. Various units now comprising Himachal Pradesh 
were settled for different periods of time and settle¬ 
ment in some of the units has become overdue. Some 
units were not properly settled and on the formation of 
Himachal Pradesh, the first thought was given to car¬ 
rying out proper survey and settlement of such areas 
and at present settlement operations are being conduc¬ 
ted in Chamba District. 

Settlement took place in different areas at different 
times. The following statement will denote the year in 
which the various units were settled or resettled in the 
past: — 


Name of Unit 

Year in which settled 

Sirmur 

• 1 929“3 1 — 

Mandi 

. 1916 

Suket 

, 1924-25 

Chamba , . » 

. 1876 

Bag hat . , 

. 191° 


Baghal 



I 9°7 

Kunihar 



1924-25 

Kulhar 



1914-16 

Mangal 



195 ° 

Mehlog 



1910 

Beja 



1921 

Sangri 



1949 

Kumarsain 



1928 

Bushahr "1 Chini 



1918 ' 

>Rampur 



1914 

J Rohroo 



1913 

Delath 



1943 

Khaneti 



1904 

Balsan . * . 



1 949-50 

Darkoti 



1914 

Jubbal 



1907 

Rawingarh 



1948-49 

Dhadi 



1950 

Tharoch 



1950 

Bhajji 



1923-24 


As regards the variations of assessment it may be 
stated that the assessment rate is different arreas, and 
not unifrom 

3. After the formation of Himachal Pradesh, the fol¬ 
lowing main agrarian reforms were carried out: 

( 1 ) Conferment of status of Occupancy Tenants on 
Bethus. —Bethus were a class of down-trodden serfs 
mostly belonging to the Scheduled Castes. They were 
heheditary tillers of State Land most of which were 
under their possession from times immemorial. Their 
ancestors somehow acquired the land, broke and cleared 
it and built houses thereon. Immediately after the inte¬ 
gration of restwhile States into Himachal Pradesh rules 
were framed to confer occupancy and full proprietary 
rights on them. This has given the much desired re¬ 
lief to this class of tillers of soil. 

(2) Abolition of Ala Malkiyat. —In many units of mer¬ 
ged States, Ala Malkiyat supreme proprietorshop in 
all land vested in the State. This created various com¬ 
plications detrimental to the rights of enjoyment of 
the real profits to the holders thereof. For instance, law 
of escheats was indiscriminately pressed. The new set¬ 
up has now conceded this right to the holders. The re¬ 
sult is that the State claim for escheats is never pressed 
indiscriminately. The escheated land are being given 
to the holders on payment of nominal dues. The holders 
are thankful to the State for this act of benevolence. 
One consequence of the Ala Malikiyat Right vesting in 
the State was that no transfer could be made without 
the prior sanction of the Ruler of the State or the 
authority to whom he delegated this power. The re¬ 
sult was that the credit of the holder of the land in the 
money market was very much restricted. With the 
giving up of this right there are full proprietary rights 
in each proprietor with unlimited power of disposition 
and user. This is a healthy shift. 

(3) Rationalization of Levy of Cesses— The cesses 
levied in the various units were many and of extremely 
oppressive nature which varied from 2 per cent to 40 
per cent, on the land revenue demand. The cesses have 
now been rationalised at 225 per cent, of th land reve¬ 
nue on the basis of equity and uniformity. 

(4) Commutation of land revenue from kind into 
cash —The partly cash and partly kind demands were 
most oppressive in Chamba and certain parts of Mahasu 
districts. To afford summary relief to the cultivators, 
land revenue was commuted from kind into cash on the 
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basis of average money value of the demand for a short 
term of years. This has saved the people much oppres¬ 
sion at the hands of the petty village officials. 

(5) Nautor Rules, —It was but natural that the new 
State comprising many amalgamated political units 
should inherit diverse systems or in some cases no sys¬ 
tem at all relating to grant of nautors (that is Govern¬ 
ment Waste lands). As all the uncultivated land mostly 
belonged to the merging States, the erstwhile Rulers 
were very jealous of safeguarding the land against 
grants for cultivation so that it was saved for grant of 
jagirs to the sons and relatives of the Rulers. This was 
a great Block to the progress of the nation in the matter 
of food sufficiency. In order to give relief to the people, 
rules have now been framed liberalizing the grant of 
nautor lands to people having uneconomical holdings 
and to landless agricultural labour. This has brought 
several thousand acres of waste land under plough- 

( 6 ) Application of land laws. —Land laws in most of 
the units were most primitive unprogressive. Laws of 
inheritance and succession to real property recognised 
only limited collateral and agnate success. The law of 
escheat was based on the acquisitive instinct of the 
Rulers. The progressive laws in force in the adjoining 
province of the Punjab with certain modifications and 
restrictions to suit local conditions have now been ap¬ 
plied. There is no doubt that their adoption has proved a 
great landmark in the history of amelioration of the 
ignorant masses of this Pradesh. This uniformity in the 
law has now been attained by the application of the 
Punjab Land Laws Manuals to this Pradesh. 

(7) Record of Right and Assessment. —In many units 
of the integrated States, no assessment and records-of- 
rights based on scientific inquiry existed. This ques¬ 
tion was taken up early in right earnest. Settlement 
operations have been completed in Keonthal, Koti, Bal- 
son, Mangal, Dhadi, Sangri and Thrdach areas of Mahasu 
district. Now the cadestral survey is to progress in 
Chamba district. 

(8) Consolidation of Holdings— With a view to ame¬ 
liorate the condition of the peasantry a scheme for con¬ 
solidation of agricultural holdings is under considera¬ 
tion of the Government. A Bill providing for the con¬ 
solidation of holdings and prevention of fragmentation 
thereof, has been prepared and will be introduced in 
the next session of the State Legislature. 

(9) Security of tenure to the tenants. —With regard to 
security of tenure, provision has been made to the law 
that a tenant not having a right of occupancy or not 
holding for a fixed term under a contract or a decree 
or order of a competent authority shall not be liable 
to ejectment except on any one or more of the following 
grounds, namely: — 

(a) that he has used the land comprised to the 
tenancy in a manner which has rendered or 
renders it unfit for the purpose for which he 
held it; 

(b) that he, where rent is payable in kind, has fail¬ 
ed or fails without sufficient cause to cultivable 
or arrange for cultivation of the land comprised 
to his tenancy in the manner or to the extent 
customary in locality in which the land is 
situate; 

(c) that he, fails to pay rent regularly without 
sufficient cause; or 

(d) that he sublets the holding or a part thereof 
for profit without the consent in writing of the 
land-owner. 

Other measures taken to better the lot of tenants are 
that: — 

(i) the maximum limit of rent payable by a tenant 
has been fixed at 1 th of the total produce of the 
crop; 

(ii) restrictions have been placed an unauthorised 
ejectments of tenants; 

(ill) provision has been made for, restoration of pos¬ 
session to tenants ejected after 15-8-50 on ap¬ 
plication made within 6 months of the com¬ 
mencement of Himachal Pradesh Tenants 
(Rights & Restoration) Act, 1952; and 

(iv) provision has also been made to give tenants of 
not less than 3 years standing, in preference to 
other pre-emptors, the rights or pre-emption of 
a sale or fore-closure of the land to be exercised 
within one year from the date of sale or fore¬ 
closure. 

(10) Land Reform Legislative Measures. —A Bill to 
provide for the abolition of the big landed estates and 
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to reform the law relating to tenancy in the Himachal 
Pradesh was passed by the State Legislative Assembly 
in its last session held in June, 1953. This Bill seeks (i) 
to confer proprietary rights in land on the occupancy 
tenants who are also the tillers of the soil on payment 
of suitable compensation to the landlords (ii) to nx the 
maximum rent payable by tenants for any laftd held by 
them; (iii) to fix a ceiling for owing land as well as 
for holding tenancy: (iv) acquisition of bid landed es¬ 
tates above ceiling an payment of compensation; (v) to 
give land to those who have no land or too little of it, 
etc. 

4. Himachal Pradesh is at present governed by the 
Punjab Land Revenue Act, 1887. The rules made there¬ 
under are also applicable to this State. The following 
are the main features of this Act: — 

(a) The Act applies to the whole of Himachal 
Pradesh. 

(b) Except so far as may be necessary for the re¬ 
cord, recovery and administration of village 
cesses, nothing in this Act applies to land which 
is occupied as a site of a town or village and is 
not assessed to land revenue. 

(c) There are the following classes of Revenue Offi¬ 
cers entrusted with the Revenue Administration 
and enforcement of the said Act: — 

(i) Financial Commissioner—the Chief Con¬ 
trolling Revenue Authority. 

(ii) Collectors; and 

(iii) Assistant Collector of the 1st and II 
Grades. 

The Financial Commissioner exercises control 
over all the revenue officers subordinate to him, 

(d) The procedure of Revenue Officers, Revenua 
Courts, the hearing of appeals, review and re- 
vision petitions etc. is also governed by thi« 
Act. 

(e) Kanungos, Zaildars, Lambardars and other vil¬ 
lage Officers are appointed under this Act and 
the rules framed thereunder. 

(f) Preparation of records of rights, annual re¬ 
cords relating to land, assessments, special 
assessments, collection of land revenue, proce¬ 
dures to sales, recovery of other demands by 
revenue officers etc. are also regulated by this 
Act. 


The main features of the Himachal Pradesh Land 
Revenue Bill are as under: — 

(i) The Zaildari Agency in the State has been pro¬ 
posed to be abolished. 

(ii) Association of the Panchayats proposed to be 
constituted under the Himachal Pradesh Pan- 
chayat Raj Act with the Revenue Officer to 
determining disputes of possession of land. 

(iii) Deletion of the existing provision of recovery of 
arrars of land revenue by arrest and deten¬ 
tion of the defaulter. 

(iv) Provision for the resumption of remission and 
assignment of land revenue sanctioned prior to 
the enforcement of the new legislation. 

(v) Provision of proclamation of application for 
partition, 

(vi) Raising the limit of fine from Rs. 50 to Rs, 100 
for destruction, injury or removal of survey 
marks. 

(vii) Inclusion of Mukhtar to the definition of legal 
practitioner. 

(viii) Non presumption of truth to the entries made 
after 1st April, 1948 to record of rights or to 
any annual record whereby the land ia shown 

under self cultivation. 


3. A. The assessment is normally for a period of 40 
years. Various classes of soil are subject to different 
rates of assessment based on the net assets derived the 
reform in the past years. 


B. The procedure for calculating net assets Is that the 
expenses (viz. land revenue and cesses etc.) are deduc¬ 
ted from the total produce calculated on the average of 
a number of years and remainder is the net assets. 
Land revenue is then calculated which is generally 25 
per cent, of the remainder i.e., average net assets. The 
net assets are first determined on the basis of the produce 
obtained in kind from the land and then commuted to 
to cash according to the prices prevailing to the last 
20 ’ 25 years. 
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C. Irrigated lands as compared to uriirrigated ones 
are naturally subject to a heavier rate of assessment 
the net assets on such lands being higher than the 
other types. This system has been adopted in most of 
the units integrated into Himachal Pradesh and is opera¬ 
tive at present. 

D. Other forms of assessment viz. according to yield 
obtained in every crop have not been adopted as these 
are temporary assessments and the realisation cost are 
very high. In years of drought or other calamities re¬ 
sulting in set back in agricultural enterprises, relief is 
provided in the form of remissions and suspensions of 
land revenue. 

6 . ‘ Position with regard to Settlements has been dis¬ 
cussed in detail under item No. 2-B. 

1 There are certain units where the new settlement. is 
long overdue. After settlement operation in Chamba 
District are over, Mandi District will be taken up and 
thereafter the other two units viz., Mahasu and Sirmur 
Districts will be taken up. The work is being so ar¬ 
ranged that there will be uniformity in resettlement 
after the present operations. 

The reasons for our not being able to start settlement 
operations in all the areas where it has become due is 
the lack of funds and trained personnel. The work is 
being taken in hand as funds become available. 

7. The abolition of Zamindari in this State has been 
contemplated under the provisions of Himachal Pradesh 
Abolition Big Landed Estates and Land Reforms Bill 
1853. This bill fixes a limit on the quantity of land to 
be held by an owner-proprietor or a tenant. Accord¬ 
ing to the bill, no landowner or tenant shall possess 
land, the land revenue of which exceeds Rs. 125 per 
annum. Land in excess of this limit shall be taken over 
by the Government on payment of suitable compensa¬ 
tion. The land so taken over by the Government shall 
be utilised for distribution among the landless or such 
other persons who have very small holdings. 

& No experiment in co-operative farming has so far 
been conducted in the State, although the question is 
under serious consideration of the Government. No 
action in this behalf was taken by the then State Gov¬ 
ernments of the integrating States. The size of indivi¬ 
dual holdings is very small and in certain units it is 
about half an acre. The cultivators are consequently 
very poor and because of the additional handicaps of 
fragmented holdings and hilly terrain and rocky soil, 
they cannot even cultivate this much land efficiently 
with the result that the yields are very low and the cul¬ 
tivators poor. Co-operative farming has definite advan¬ 
tages under such circumstances. But before any com¬ 
pulsion can be introduced in this behalf an atmosphere 
has to be created to avoid any unhealthy criticism and 
opposition from the side of the cultivators, whereby 
they may willingly co-operate and come forward to the 
co-operative farming. Our Co-operative and agriculture 
Department would be carrying out this work and 
induce the cultivators to undertake co-operative farm¬ 
ing which would benefit them immensely. The State 
Government would surely grant various concessions in 
respect of such holdings at the proper time. 

It is still premature to assess the effects of these 
measures on the Land Revenue Policy of the State. 

9. No term as ‘Alienation of land revenue’ exists in 
the Land Revenue Act applied to Himachal Pradesh. 
This is perhaps covered by the term ‘Assignment of 
land Revenue’ under which the State Government ex¬ 
empts an individual or an institution like the temples, 
Mosques, Gurdwaras etc., from the payment of land 
revenue. 

Such assignments were made by the old States in 
favour of temples etc., and have been continued. Their 
amount is very small. 

10. There are detailed rules according to which the 
local Revenue Officers can proceed to prepare the state¬ 
ments of remissions of land revenue with a view to 


avoiding any delay in the grant of actual relief. Sus¬ 
pensions and remissions of land revenue are a great fac¬ 
tor on which the cultivators can safely depend at the 
time of abnormal circumstances. In cases where cir¬ 
cumstances become very unfavourable, Taccavi loans 
and other gratuitous reliefs, are granted to enable the 
farmers to tide over periods of acute distress. The 
figures of remission of land revenue for the years 1950 
51, 1951-52 and 1952-53 are given below: — 

Rs. 

1950 - 51 . . . ' , . , . . 2,765 11 4 

1951 - 52 ... . . . . . 1,065 4 1 

1952 - 53 • ■ • ■ . 3)5 11 7 6 

11. In addition tp land revenue, the following types 
of cesses are levied 1 in this State: — 

(a) Local rate @ 20% on the land revenue; 

(b) Village Officers @ 5% of land revenue and 
cesses. 

-> 

While the Local Rate goes to the local bodies (District 
Board), the Village Officers’ Cess is appropriated for 
payment to village Lambardars for collection of Land 
Revenue, 

,12. There is no distinction in the levy of assessment 
on the use of land for agricultural and non-agricultural 
purposes. Land Revenue at the time of settlement is 
assessed on the various classes of soil after taking into 
consideration the net assets obtained therefrom. On 
these lands, whether an Agricultural crop is obtained 
or a cash crop, is obtained, the levy remains the same 
as made at the time of settlement. 

The Land Revenue Act which governs the assessment 
applies to Agricultural land only and does not apply 
to land occupied as the site of a town or village, ex¬ 
cept for any agricultural land which is subject to 
assessment in a town or a village abadi. 

13. The lowest Village officer concerned with the re¬ 
venue administration is the village Lambardar. The 
Patwari prepares the Dhal Bhaehh (Rent Roll) and the 
Lamardar collects the Land Revenue and deposits it 
in the Government Treasury. 

Over and above the Patwari is the supervisory stall 
comprising of the Field Kanungo, Naib Tehsildar. Teh- 
sildar. Revenue Assistant and ultimately the Deputy 
Commissioner who is the Head of the local Administra¬ 
tion in a District. The entire Revenue Administration 
is under the Financial Commissioner who is the Chief 
Revenue Authority in the State. This system has been 
in vogue from times immemorial and is an efficient 
agency of carrying on revenue administration. 

A statement showing the cost of Administration as a 
percentage of land revenue is given below: — 


Statement showing the cost of Administration etc. in 
respect of Land Revenue in Himachal Pradesh 


1 

Year 


Income 
Rs. (000) 
(J) 

Cost of 

collection Percentage 
and ad- of (2) to 
ministra- (1) 

tion etc. 

(000) 

1950-51 


. 19,22 

Rs. 

6.34 

32*9 

1951-52 


' 9.17 

7.05 

36-8 

1952-53 

. 

i 9 . 4 « 

8,66 

44-6 

1953-54 

. 

19,16 

8,59 

44-8 

(Estimated) 




Evidently, the cost of administration as well as its 
percentage to the total yield from land revenue is in¬ 
creasing from year to year. In order to find out the 
exact cause of this increase in administrative cost in 
respect of Land Revenue we must break up the ex¬ 
penditure as under: — 


Head of expenditure 

1950 - 5 1 

%of total % of total 

expenditure 1951-52 expendi¬ 
ture 

1952-53- 

% of total 
expendi¬ 
ture 

0 

1953-54 

4 of total 
expendi¬ 
ture 

A Charges of Administration 

. 

.. 

• • 

• • 

.. 

-- 

• * 

B. Survey Settlement & Record Operations 

96,400 

15 1 1 , 49,000 

21 *1 

2 , 85,000 

32-9 

2 , 98,000 

34-7 

C. Land Records . . . . 

• 5,37,6oo 

84'9 5 , 20,100 

73-7 

5 , 44,800 

62-9 

5 , 25,700 

6 l *2 

D. Allowances to Dsitrict Village Officers 

. 

• • 35,900 

5-2 

36,000 

4-2 

33,600 

4*i 

R. Assignment & Compensation . . 

. 

.. 

• • 

IOO 

... 

IOO 

• • 

Total 

• 6 , 34 , 000 * 

7 , 05,000 


8 , 66,000 


8 , 59,000 





We see that the bulk of the expenditure (about 85 
per cent) is incurred on the maintenance of the Land 
Records Establishment and the survey and settlement 
operations account for the greater part of the remainder. 
We also find that while the cost of Settlement Opera¬ 
tions has increased from Rs. 94,400 in 1950-51 to 
Rs. 2,98,000 in 1953-54 i.e., by about 130 per cent, the ex¬ 
penses of the Land Record Establishment decreased 
from Rs. 5,37,600 to Rs. 5,25,700 i.e., by a little over 
2 per cent, during the same period. 


14. A general assessment of an area is made by Set¬ 
tlement Officer with the prior approval of the State 
Government. The Settlement Officer submits his pro¬ 
posals through the Financial Commissioner for sanc¬ 
tion of the local Government. The assessment l so ap¬ 
proved by the Local Government is then announced to 
the assessees by the Settlement Officer and they are ap¬ 
prised of the date from which it will take effect. The 
land owners can within thirty days from the date of 


announcement of the assessment can present a petltioii 
to the Settlement Officer, for consideration by the Finan¬ 
cial Commissioner. The assessment is then confirmed 
by the State Government after considering the objec¬ 
tions, if any. 

No judicial remedy is however open against such 
assessment. 

15. The following are the figures of arrears of land 
revenue at the close of the year 1951-52. 

Fixed land revenue Fluctuating demand Miscellaneous demand 


Rs. Rs. Rs. 

, 73,569 440=49? 1 . 47.822 

The arrears relate to the previous years and are not 
recent. 



MEMORANDUM IV 

Notes on Individual Taxes 


Land revenue 

Section I—Factual Background 


Section II Replies to Questions 

Question No. 143. 

Yes; the future land revenue policy of the country 
must be based on periodical settlements. Permanent 
settlements, wherever they were tried provided many 
headaches for the Government. They did not benefit 
either the people or the lands. 

Question No. 144. 

The present land revenue system in India is a great 
anachronism. The permanent determination of land 
revenue for a considerable part of India, an entire ab¬ 
sence of clarification in major provinces regarding the 
basis and the rate, an unprecedented amount of discre¬ 
tion to the executive, a facile belief that all the great 
difficulties inherent in the nature of a tax and on land 
can be solved by the simple process of giving unfet¬ 
tered powers to officers, a queer treatment of private 
improvements and limits regarding enhancement, these 
have been the besetting sins of the land revenue sys¬ 
tem in India. The Montago Chemsford Reforms led to 
some good changes; the advent of the Provincial 
autonomy meant, some more improvements. What is 
needed, however, is an entire overhauling of the system 
on modem lines with an income tax on every agricul¬ 
tural income and a flat low rate on land-holders. This 
is no where yet in sight. Pending radical reforms in 
land taxation, therefore, the existing system may be im¬ 
proved in the following ways: 

(i) Period of Guarantee. —The determination of a suit¬ 
able interval in between assessments is of considerable 
importance in periodical settlements. If the settlement 
is for an unduly long period, the justice of the original 
basis and rate can contribute little to an equitable sys¬ 
tem, for soon they will get out of date. At the same 
time, the great trouble and expense involved in connec¬ 
tion with settlement operations rule out any appoxima- 
tion to the annual income-tax basis. In India, before 
1921, 30 years were usually held to be the most desir¬ 
able period. In Punjab and C.P., however 20 years 
were the general rule. In the backward tracts still 
shorter periods were adopted. This was desirable be¬ 
cause in such tracts there were possibilities of radical 
changes in short times. With the advent of reforms in 
1919, there was a demand for a longer period of set¬ 
tlement from many quarters and both in the Punjab 
and U.P. the period was raised to 40 years. The Bom¬ 
bay Acts prescribe a revision of the settlement after 30 
years. Thirty years, in our opinion, except under very 
special circumstances, should be the maximum duration 
for the currency of a settlement, as economic conditions 
stablise an attempt should be made to reduce it to 25 
years. 

(ii) Scope of guarantee. —However, short the duration 
of a settlement and whatever the number of previous 
years taken into account to calculate a fair rent, it is 
certain that it will mean' great hardships in certain cases. 
Even if the conditions in the following period are on 
the whole similar to those which have been taken into 
account in fixing demands, there are bound to be some 
years when there may be a severe famine, flood or 
drought. To meet this contingency, remissions in case 
of an ordinary calamity and suspensions in case of an 
extraordinary one are essential. While this fact seems 
to have been recognised in theory, there is an all¬ 
round complaint tnat the relief given to the farmers in 
times of difficulties is tardy and inadequate. A sym¬ 
pathetic executive will do much to remove this com¬ 
plaint. But systems providing for automatic adjust¬ 
ment will be much better. 


In case of irrigated lands, the problem has been long 
ago partially provided for, notably in Madras and the 
Punjab. In Madras no revenue is charged upon irrigat¬ 
ed land the produce of which has not matured owing 
to failure of water supply. Punjab goes even further 
and allows a number of amendments of the assessment 
rate for every deficiency of produce. While a provision 
on Madras lines could be profitably inserted in the 
case of every province, the provision applying to parts 
of the Punjab require so elaborate inspection that they 
should be prescribed only in a province or tract where 


great and frequent fluctuations are likely. In all other 
cases discretion to the executive to reduce demand is all 
that can be done. 

The violent price fluctuations in prices since 1929 have 
also added to the difficulties of the parties concerned 
and it is suggested that a due allowance should be made 
for undue changes in price level in fixing Government 
demands from time to time. The recommendations 
made by the Punjab Land Revenue Committee in this 
behalf are worth consideration. Of course, the exact 
lines of the schemes operating in different areas will 
have to vary with the conditions in each province, per¬ 
haps even in different tracts in each province, and may 
have to be revised in the light of experience afterwards. 

(iii) Basis of Assessment. —The bases followed in 
different provinces are different and are seldom clearly 
defined. In the Punjab the basis of land revenue fixa¬ 
tion is the “net assets” which are so defined as to mean 
the nett rentals which land may fetch in the market. 
In U.P. the recorded cash rentals of land under ordi¬ 
nary crops and held by permanent and responsible 
tenants solely dependent on the land produce furnish the 
bases. In C. P. the demand on the rentals of the 
land-lord; but the rentals themselves are fixed by set¬ 
tlement Officers. In Bombay the process’ by which land 
revenue was fixed was mainly empirical up to 1939. The 
Act of 1939 lays down a number of factors which should 
be taken into account in fixing land revenue, the rental 
value being only one of these factors. The maximum 
revenue to be levied is fixed in terms of rental value. 
In Madras, the determinant is the net produce, i.e. 
gross produce minus cultivation expenses including the 
reward for the labour of the cultivator-owner. Thus we 
have a medley of bases. The need of bringing about 
some order out of this confusion by selecting one uni¬ 
form basis is imperative. 

It would have been an ideal thing if agricultural in¬ 
come could be computed on the same basis as the non- 
agricultural income which is subjected to income-tax. 
This is, however, impossible, especially in this country 
where the people are illiterate and seldom keep accounts. 
The holdings are small and much of the produce is rais¬ 
ed for family consumption only. 

The only basis which appears to us both feasible as 
well as desirable is that of rental value or annual value. 
In all provinces, increasing attention has been paid to 
annual values at the time of the revision of the settle¬ 
ment. In some provinces, as we have seen, rent has 
already been laid down as the determinant of revenue 
demand. 


While suggesting rental value as the basis of asses¬ 
sment we are not completely oblivious of its short-com¬ 
ings. For instance, we know that the functions of the 
landlord and the capitalist are not as separate in this 
country as in England and, therefore, it is difficult to 
determine annual value to a fair measure of accuracy. 
We are also aware that the rent is often paid in kind. 
In spite of these limitations we feel that if proper pre¬ 
cautions are taken rental value should still serve as a 
fairer basis than other conceivable basis. An accurate 
record of leases must be kept and all transactions 
which look suspicious must be carefully weeded out. 
Controlled or customary rents are as good a basis of 
taxation and no vain stringings to find out rent that 
would have prevailed under conditions of perfect com¬ 
petition are needed. Precaution must be taken in cases 
where the pressure of land is so great that tenants 
offered to hire them at rates which would leave th e m 
less than the wages of permanent agricultural labour¬ 
ers. Some discount should also be made in this case 
in deducting annual value from market value. While 
this discretion will have to be left to the Settlement Offi¬ 
cers, it should be made clear to them that the only 
purpose of this freedom is to obtain correctly the real 
annual value and not to enable them, as at present to 
impose their concept of equity and justice on land re¬ 
venue demand. 

(iv) Incentive to Production. —(a) The object may per¬ 
haps be served by exempting the small farmers from 
the payment of land revenue as well as by the gene¬ 
rous treatment of improvements in land at the time of 
the revision of settlements. 

. (b) While no reliefs in respect of voluntary shifts 
in production' seem to be desirable, it may be necessary 
to provide certain inducements in the form of modera¬ 
tion of the revenue demand if it is in the broader in¬ 
terest of the country for farmer to switch over from cash 



Stop to food Crops and vice versa. The better method 
of achieving the same and would be to give subsidies 
to persuade the farmers to fall in line with a pre-deter- 
mined national policy. 


(c) The question of the treatment of increases in in¬ 
come due to private improvements is a complicated one. 
While it is fairly clear that the rise in income due to 
good fortune or due to public improvements should be 
taxed, many persons have recommended exemption in 
favour of improvement brought about by private volun¬ 
tary effort. In our opinion exemptions in respect of im¬ 
provements are unjustified whether such improvements 
result from private or public activity. We. are, how¬ 
ever, conscious of the urgent need of improvement in 
agriculture to day. We, therefore, suggest that exemp¬ 
tions may be allowed for the next 30 years and the posi¬ 
tion may be reviewed again thereafter in the light of 
the Conditions then prevailing. 

(v) Payment in kind .—This has often been advocated, 
as a means of emancipating the farmers from the 
clutches of the money-lenders. In our opinion the posi¬ 
tion of the cultivator vis-a-vis creditor is much better 
to-day. Payment in kind may be advantageous to the 
parties concerned when times are more or less normal. 
During abnormal conditions when price-changes are 
both steep and violent, the question of paying in kind 
creates enormous complications. The idea of providing 
for payment in kind either partially or in full is there¬ 
fore not supported. 

(vi) Uniformity between States .—The broad princi¬ 
ples should be the same. Rates of assessment and pro¬ 
vision for remissions, rebates and exemptions, etc., 
should be left to the State Governments to fix in the 
light Of local conditions. 


Question No. 161* 

(i) Agricultural lands in rural areas should not pay 
land revenue if it is used for non-agricultural purposes 
continuously for say 5 to 10 years. It should, however, 
continue to pay the land revenue if the diversion is 
temporary. 

(ii) In such cases the land should be taken off the 
revenue records. Being in urban area it will be sub¬ 
ject to some sort of an immoveable property tax. 

(iii) Such cases can be covered by an immoveable 
property tax to be imposed by State Government the 
proceeds of which may be given back to the different 
areas (area local bodies) in proportion to their respec¬ 
tive collections. 

Question No. 152. 

As far as this State is concerned, the arrangements 
are known to be quite satisfactory. Of course, there is 
a tendency to saddle the staff, particularly at the vil¬ 
lage level, with extra development duties. This should 
be avoided because the average village official has 
neither the training nor the aptitude for this kind of 
work. It would be better to train a special staff for 
development duties and post them in different villages 
or groups of villages for the performance of certain 
specified duties only. 

Question No. 153. 

Not in this State. The local bodies so far have not 
shown much of life or activity. If they do, there should 
be no difficulty in assigning either the whole or a part 
of the land tax to them provided they relieve the State 
Government of some of the responsibilities which fail 
within the jurisdiction of local bodies. 


Question No. 145. 


Question No. 154. 


In our opinion, apart from any changes in rental 
value that may have taken place, the question of limit 
of enhancement of revenue demand and the problem of 
improvements, ought to receive proper consideration. As 
regards the limits of enhancement, various provinces 
have thought fit either by statute or executive rules to 
lay down some limits to the enhancement that can be 
made in the original demands of resettlement. This 
provision is essential, at any rate for some time to 
to come, and we would suggest a ceiling of 25 per cent, 
at each settlement in order to ensure a better standard 
of life to the farmer and to provide proper incentives 
for improvements in land. 

Like-wise, as already suggested in reply to question 
144 above, permanent improvements resulting from pri¬ 
vate activity should also be exempted from the enhance¬ 
ment of further taxation for the next 25 to 30 years. 


(i) Land revenue (and not annual value) should be 
the basis of the levy of land cesses. 

(ii) The Amount of the cess should be percentage of 
land revenue. No further graduation seems to be 
called for. 

(iii) The land cesses should be completely transfer¬ 
red to the local bodies to be spent by them at their 
discretion. 

Section III— Other Remarks 
Nil 


STATE EXCISE 

Section I Factual Background 


Question No. 146. 

In eases like this' a varying surcharge on the old rates 
should, in our opinion meet the situation. It should be 
fixed in proportion to the changes in rental value since 
the last assessment took place. If a uniform system is 
adopted, disparities of all kinds should disappear. 

Question No. 150. 

(i) Although in a secular State assignment of land 
revenue for religious purposes should not be encourag¬ 
ed, the forces of custom and tradition cannot be easily 
brushed aside. Under such circumstances, some sort of 
allehation of land revenue in the existing forms will 
have to continue. As a safeguard against the revenue 
from religious institutions being squandered for other 
than religious purposes it is suggested that all places 
of worship should be brought under the effective control 
of State Governments. 


(u) No land revenue should be charged on Govern¬ 
ment property leased or transferred to the educational 
and bona fide charitable institutions. The case of co¬ 
operative societies is, however, slightly different. While 
the mutual benefit societies may not pay any land reve¬ 
nue, there is no reason why those that make and distri¬ 
bute profits (derived from the cultivation of land) should 
be exempted from the payment of land revenue but 
concessions could be given even to them. 


(iii) As regards suspensions and remissions, we have 
already pointed out in answering question No. 144 thal 
adequate provision must be made in the law to provide 
immediate and effective relief to the farmers in times 
of famines and floods. The Officers on the spot should 
b© fiivBn wide powers to act on such occasions in anti* 
Cipation of Government sanction. 


I. Of the three common exercisable articles, namely, 
Liquor, Opium, and Charas, the last named has been 
declared a substance, the possession of which, in any 
quantity in Himachal Pradesh, is an offence. For the 
rest, the provision of the Punjab Excise Act, 1914 and 
the Opium Act 1878 have been enforced in the State. 


2. Copies of the relevant Acts together with the rules 
framed by the Punjab Government which have been 
applied by this Government to the territories of Hima¬ 
chal Pradesh mutatis mutandis are available in volumes 
I and II of the Punjab Excise Manual which is a priced 
publication. 


3. (a) Income under Excise and Opium Act is derived 
by this State from two main sources:— (1) Excice duty; 
and (2) Contract Money. 

The Excise Duty on liquor and opium are increased 
by the State from year to year and during the last four 
years the duty on country spirits has been increased 
from Rs. 16-4-0 to Rs. 18-12-0 per Lp. Gallon, in respect 
of plain country spirit. Same is the case in respect of 
plain and other kinds of country spirits. As regards 
the duty on Indian made foreign liquor, a duty has 
been fixed at Rs. 56-0-0 per Lp. Gallon as prevailing in 
the States of Punjab, Delhi and PEPSU. It may be 
observed here that our duty on country liquor, although 
at par with a rates prevailing in the Kohistan Ilaqua of 
the PEPSU Government are somewhat lower than the 
rates prevailing in the Punjab. At present the Punjab 
Government is charging the duty at the rate of Rs. 22 
per Lp. Gallon on plain country spirit. The policy of 
this Government is to gradually increase the rate of duty 
so as to bring it at par with the Punjab rates. But 
all this can be achieved only slowly and gradually. Any 
immediate or abrupt increase in the rate of duty can¬ 
not only tend to decrease the sale of liquor and ad¬ 
versely affect the revenues of the Govt, but also can 
lead to illicit distillation. 
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(b) As regards opium, the rate of duty has been 
increased from Rs. 63-2-0 to Rs. 63-15-0 during the 
course of the last four years. The same are the rates 
in Punjab and PEPSU. 

(c) As regards the Contract Money, it depends 
upon various factors prevailing at the time of excise 
auction, such as: — 

(i) the Contract Money of the preceding year; 

(ii) the general economic condition of the people 
and • 

(iii) the sale price of liquor, etc. 

(d) It has been observed that on the whole during 
the last two years there has been some fall in the re¬ 
venue derived from this source. This has happened 
not. only in Himachal Pradesh but similar falls of re¬ 
venues have also been experienced by Punjab and 
Pepsu. 

4. At present the Financial Commissioner of Himachal 
Pradesh is the Head of the Excise Department and 
mainly responsible for its working. He is assisted by 
the Excise and Taxation Officer at the Headquarters 
and about 29 Sub-Inspectors and 5 Inspectors in the filed 
whose work is also supervised by the Collector (Deputy 
Commissioners) in the Districts. 

5. The administration charges of the Department are 
not very high as compared with figures of revenue col¬ 
lected by it, especially if it is remembered that the 
Excise staff is also responsible for the assessment and 


collection of other taxes, such as the Tobacco Vend 
Fee, the Motor Spirits Tax and the Entertainment Tax. 
Figures of income and expenditure are given below: 


Year 

Income 
Rs. (000) 

Percentage 
Expenditure of Expen- 
Rs. (000) diture to 
gross in¬ 
come 

1949-50 

" 5.99 

2,06 

12-8 

1950-51 

. 16,40 

"»95 

11 '9 

1951-52 

i 5»">7 

". 7 " 

11 '3 

' 958-53 ■ • • 

" 4.99 

1,64 

109 

" 953-54 

(Estimated) 

16,53 

1,72 

io*4 


The cost of collection is not only low but it is also 
gradually decreasing while the income is slightly on 
the increase. 

6 . The following figures will give an idea of the pro¬ 
gress of the different types of receipts which contribute 
Excise * Revenue: — 



"949-5° 

"95°-5" 

1951-52 

"952*53 

1953-54 

(estimated) 

Country Spirits: 

Duty on Distillery spirits. 

"3.81,734 

534,728 

5 , 90,271 

4,92,432 

5,35,°°o 

License Fees for the sale of Distillery spirits .... 


742,253 

654,450 

5,77,5i8 

6 , 00,000 

Receipts from outstill and other systems. 


21,220 

23,950 

30,429 

27,000 

Miscellaneous. 

5,612 

1,200 

6,748 

6,560 

6,000 

Total 

13 , 89,346 

12 , 99,401 

12,75,423 

11 , 06,939 

11 , 68,000 

Opium 

Cost price of excise opium ...... 

22,425 

73,229 

75,720 

74,357 

71,000 

License fee for the sale of opium (wholesale and retail) 

1 39,3 "9 

296,135 

5 , 08,812 

207,078 

314,000 

Fees for Poppy cultivation ....... 

1,360 

1,24 

",5"4 

1,382 

1,000 

Duty on excise opium ....... 

1 TTTPV 

ii",97» 

98,760 

96,480 

96,000 

Total 

163,104 

482,459 

684,806 

379,305 

428,000 

Hemp and other Drugs ... .... 

Fines confiscations and Miscellaneous. 

•• 


112 

•• 

• • 

Fines, forfeitures .. 

9,77° 

9,424 

10,162 

3,840 

1,000 

Recoveries of overpayment, arrears. Collection of payment for 
service rendered. 

39,2ii 

7,°98 

3,519 

2,483 

3,000 

Total 

48,981 

16,522 

13,681 

6,323 

4,000 

Deduct Refund ......... 


2,880 

",233 

, . 

1,000 

Grand Total . 

"5,99,779 

16 , 40,502 

15 , 07,789 

14,9,567 

16 , 53,000 


Evidently, the major portion of the revenue comes 
from the Duty on distillery spirit. But income from 
this source is rapidly declining. It fell from Rs. 13,81 
734 in 1949-50 to Rs. 4,92,432 in 1952-53, which is a 
decrease of Rs. 64-3% in three years. The same trend 
is visible in income from the License fee for the sale 
of country spirit, although in this case the income 
decreased only by about 22% between 1949-50 to 1952- 
53. Considering that the Govt, is aiming at gradual 
prohibition, this tendency is not at all surprising. 


8 . Evasion is only known to take place in the case 
of country liquor. The best known method is illicit 
distillation. Strong measures are being adopted to stop 
it. Contractors are also known to adulterate liquor 
with water. Strict supervision on the part of the Excise 
Staff and frequent surprise raids can go a long way in 
discouraging this practice. 

Section II—Replies to Questions 


The income from Opium has been much more fitful. 
Receipts in respect of cost of opium increased from 
Rs. 22,425 in 1949-50 to Rs. 75,720 in 1951-52, i.e., an 
increase of over 237% in two years but they have been 
falling gradually ever since, likewise, income from the 
License fee for the sale of opium having increased from 
Rs. 1,39,319 in 1949-50 to Rs. 5,08,812 in 1951-52, dropped 
to Rs. 2,07,078 in 1952-53. Future expectations are not 
very bright either. 

7. There are no arrears worth the name. 


Question No. 135. 

A- The main feature of the system of the levy of Ex¬ 
cise Duties in this State is “Maximum revenue from 
Minimum sales”. With the decrease of quantity of 
spirit allowed for sale in any particular year, the duties 
are also gradually increased from year to year. Ex¬ 
cept for the Country Spirit, the Excise Duties in this 
State are the same as in force in Punjab and PEPSU, 
because, as far as possible, the three neighbouring States 
viz., Punjab, PEPSU and Himachal Pradesh work on a 
common policy on Excise levies. 
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Relinquishmet of revenue is only allowed on spirits 
and alcoholic medical preparations imported for re¬ 
search work and for the use of Government/Local bodies 
Hospital, dispensaries, and other charitable institutions. 
The revenue involved in this case is not very large. 

As regards uniformity, it is desired that in the matter 
of State Excise duties there should be uniformity at 
least between the contiguous States. 

B. Excise duty on spirituous medical aul toilet pre¬ 
parations is levied in this State at the rates recom¬ 
mended by the Government of India as a result of the 
recommendations of the Excise Expert Committee. 

Section III— Other Remarks 
Nil. 

STAMPS DUTIES 

Section 1—Factual Background 

1. This tax is imposed under the Indian Stamp Act II 
of 1899 as amended by the Government of India Notifi¬ 
cation No. 386-IB, dated the 25th December, 1948. 

2. The Act was changed in 1952 as a result of the 
promulgation of the Indian Stamp (Himachal Pradesh 
Amendment) Act, 1952. 

3. The new rates of duty are laid down in the amend¬ 
ed Act referred to above. 

4. The Tax is administered by the Financial Com¬ 
missioner through the Assistant Secretary (Revenue) in 
the Secretariat and the Deputy Commissioners, acting 
as Collectors, in the Districts. The Financial Commis¬ 
sioner also acts as the final court of appeal. 

5. Separate accounts of the cost of collection and ad¬ 
ministration are not maintained. It is, however, known 
that expenditure booked under this head is of two 
kinds: 

(a) Charges for the sale of stamps, i.e., commission 
or discount allowed to licensed stamp vendors 
on the sale of stamps; and 

(b) The manufacturing cost of stamps supplied 
from the Central Stamp Store (Nasik) which is 
debited to this head. 

It also includes over head charges to cover a portion 
of the cost of maintenance of the stores and individual 
charges connected with the supply of stamps, namely, 
the cost of packing boxes and other packing material 
and cartage of consignments from the Central Stamp 
Stores to the Railway Station (Nasik Road). 

Expenditure, during the last four years for which 
figures are available, has remained more or less fixed, 
although there has been a substantial increase in in¬ 
come as the following figures will show: — 


Year 

Receipts 

Cost of 
collection 1 

% of cost 

Of collection 
Receipts 

1950-51 

277 

IO 

3-7 

1951-52 

300 

10 

33 

1952-53 • . • 

349 

9 

2'5 

1953-54 

440 

II 

2 - 5 . 

(Estimated) 




6 . Income from non-judicial and 
given below: — 

judicial 

stamps is 


Non-judi- 

Judicial 

Total 

Year 

cial 

Rs. ( 000 ) 

Rs. ( 000 ) 

Rs. ( 000 ) 

1950-51 

. 


2,77 

1951-52 

. 

•• 

3,00 

t952-53 

82 

2,67 

3,49 

1953-54 

(Estimated) 

1.36 

3>°4 

4,40 


Receipts from non-judicial stamps have been increas¬ 
ed partly on account of the revision of the rates of 
stamp duty as a result of the enforcement of the Court 


Fees (Himachal Pradesh Amendment) Act which effect 
from January, 1953 and partly on account of greater 
income from fines and penalties. Increase in receipts 
from judicial stamps has been apparently due to the 
increase in litigation. 

7 No arrears in connection with this tax are known. 
Refunds are allowed in respect of excess charges or 
on account of the return of stamps which are spoiled 
or are not required for use. 

8 . Evasion is not known (Please also see answer to 
Question No. 165 in Section II.) 

Section III— Replies to Questions 
Question No. 162. 

The following documents which are in vogue in this 
State do not find place in Schedule I of the Stamp Act: 

(i) Instrument of Maintenance; and 

(ii) Instrument of Marriage. 

No. (i) is generally executed by husbands who, accord¬ 
ing to the local custom, divorce their wives and agree 
to pay to the divorced wife some fixed sum per annum or 
per month. It is not covered by another document in 
the Schedule to the Act and should be included m it. 
The rate of duty fixed for Security Bond No. 57) would 
be suitable for this kind of instrument for the reason 
that the instrument would include a clause to the pay¬ 
ment for the life time of the divorced wife or until 
her remarriage, a fixed sum annually or monthly. The 
duty for an instrument of Security Bond is as under: — 

(a) where the amount secured does not exceed 
Rs. 1,000 the same duty as a Bond No. 15 for 
the amount secured. (This is annas twelve 

per cent, up to 500 rupees and Rupee one per 
cent, for amounts exceeding Rs. 500 and not ex¬ 
ceeding Rs. 1,000 and so on. 

(b) In any other case—Rs. 10. 

No. (ii) is generally executed by a man accepting a 
woman as his wife or a woman agreeing to become 
wife of a man, not by the recognised custom of marriage 
but in accordance with a recognised local custom pre¬ 
vailing in some areas of this State, called ‘Jhanjrara’ or 
‘Chadar Andazi’. It should also be included in the Sche¬ 
dule to the Stamp Act, since there is document men¬ 
tioned therein to cover this kind of instrument. The 
rate of duty prescribed for an instrument of Divorce 
(No. 29) would be suitable for an instrument of Marriage 
mentioned above. The rate of duty for an instrument 
of Divorce is Rs. 20. 


Rate of Stamp duty leviable under the Stamp Act are 
of two types, i.e. certain documents are liable to flat or 
fixed rates of duty, viz. Adoption Deed. Agreement, 
Power of Attorney and certain others are liable to ad 
valorem duty on the basis of the value or consideration 
of the property transferred or money secured, such as 
conveyance Mortgage Deed, Bond, Security Bond etc. 
The rates of duty are fixed according to the amount 
of benefits accruing on account of the execution of par¬ 
ticular kind of document to parties to the transaction 
which is more or less according to the degree of the 
benefits or the value of the property transferred or loan 
secured. There seems to be no necessity to vary the 
present arrangements of fixation of duty. 

The rates of stamp-duty have been enhanced only 
recently by the Indian Stamp (Himachal Pradesh Amend¬ 
ment) Act, 1952 and brought at par with those prevail¬ 
ing in the neighbouring Part A States, viz. the Punjab. 

Paragraph 3 of Question No. 162. 

The rates of stamp-duty do vary from State to State 
because under entry 63 of the State List of the Seventh 
Schedule to the Constitution of India, the power to fix 
rates of stamp-duty on certain kinds of instruments has 
been given to the State Governments. If uniformity 
in the rates to a certain degree is desired the State Govt, 
should be authorised to increase or decrease the rates 
within a certain specified limit of surcharge to be 
levied in addition to the rates of surcharge by the Cen¬ 
tral Act. 


Question No. 163. 

No Stamp-duty is levied in this State on transactions 
in forward or futures markets. There are no such mar¬ 
kets or stock-exchanges in this State, No experience in 
this behalf has been gained in this State and it is conse¬ 
quently not possible to comment on the utility of levy of 
stamp-duty on transactions effected in such markets. 
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Question No. 164. 

It would not be feasible to collect taxes in the shape 
of stamps on the sale of goods or other similar trans¬ 
actions. The introduction in the Punjab of the system 
of collection of tax. on Passengers and goods carried by 
motor vehicles, by means of stamps, has aroused consi¬ 
derable resentment among the owners of motor-trans¬ 
port companies in that State inasmuch as it presents 
much trouble and inconvenience to these people in issu- 
. ing tickets and keeping accounts of recovery of this 
tax. This type of direct taxation is one the fact of 
it, pinching to the layman and must so far as practic¬ 
able, be avoided. There are certain other ways open to 
the State to levy indirect taxes, for instance, the tax im¬ 
posed on passengers and goods carried by motor vehi¬ 
cles, could very well be included in the tax on motor 
vehicles, which it is within the power of a State Govt, to 
levy. Such a tax could be easily recovered in the 
shape of stamps as the number of persons affected 
would be considerably small as compared to a direct 
tax like the one referred to above. Similar problems 
would arise if this system of taxation is extended to the 
sale of goods. 


Question No. 165. 

Evasion of stamp-duty is generally resorted to in cases 
of instruments liable to stamp-duty ad valorem. For 
instance, in the instruments of Gift (No. 33) and Set¬ 
tlement (No. 58) which are one-sided transactions made 
voluntarily and without consideration, the executants 
with a view to escape the payment of full stamp-duty 
and registration fees, generally try to undervalue the 
property conveyed by means of such instruments. The 
value “as set forth in such instrument” has to be ac¬ 
cepted by the registering or other authority before whom 
it is produced and there is no power with authorities 
to force the executant to set forth the “true value” of 
the property under transaction, despite the fact that 
section 27 of the Act enjoins upon every executant of 
such a document to set forth “fully and truly” the con¬ 
sideration, if any, an intentional misstatement of which 
renders the executant or the person concerned, liable 
under section 64 to be punished with fine which may 
extend to Rs. 5,000. There is no power with the autho¬ 
rities to proceed to determine the true value of property 
in cases of this kind where people try to evade payment 
of full duty. 

To remedy this defect, the word “value” and the word 
“consideration” occuring in section 27 and Articles 28, 
33, and 58 of the Schedule to the Stamp Act, should 
be defined in the Act itself and should' be taken to 
mean “the market value of the property at the time 
of execution that could be fetched if the property was 
put to sale in the open market.” The word “value” 
occurring in the Stamp Act has already been held by 
the Madras and Allahabad High Courts to mean “mar¬ 
ket value” vide cases cited as “2 Allahabad, 664” and 
“Queen Empress Vos. Venkatarayudu” (1889) 12 Madras, 
27”. This finds further support from a recent decision 
of the Madras High Court reported as “AIR (37) 1950 
Madras, 738”. If such a provision defining the words 
“value” and “consideration” is incorporated in the Stamp 
Act, it would make the law more easy to understand and 
easy to act upon and would at the same time ensure 
smooth working thereof besides checking unnecessary 
leakage of stamp-revenue of the State. 


Section III— Other Remarks 

Nil 


COURT FEES (REGISTRATION) 

Section No. I— Factual Background 

1. It is levied according to the Court Fees Act VII of 
1870 made applicable to this State vide Gazette Notifi¬ 
cation 386-IB dated the 26th December, 1948. 

2. The Act has been further amended by the Court 
Fees (Himachal Pradesh Amendment) Act, 1952. 

3. Revised rates of fees for the registration of differ¬ 
ent types of documents are given in the amended Act 
referred to above. 

4. The work of registration is done by the Revenue 
staff working under the administrative control of the 
Directive of Land Records in his capacity as ex-officio 
Inspector General of Registration. Appeals lie with the 
Financial Commissioner. 

5. Due to the circumstances explained in para. 4 
above the cost of administration is very small, What 


is still better, the cost of collection is decreasing while 
the income is increasing:— 


Year 

Receipts 

Cost of 
collection 

% of cost 
of collec¬ 
tion to 
gross re¬ 
ceipts. 

1950-51 

Rs. ( 000 ) 
27 

Rs. ( 000 ) 
11 

4°'7 

1951-52 . . 

. 28 

6 

21 4 

1958-53 

37 

2 

5'4 

1953-54 

(Estimated) 

35 

3 

8-5 


6. Receipts under this head include payment for: — 

(a) Registering documents; 

(b) Copies of registered documents; and 

(c) searching records, etc. 

As we have seen in para. 5 above, they have been 
steadily increasing due to the registration of a larger 
number of documents every year. 

7. There are no arrears. 

8. Evasion is nil. 

Section II— Replies to Questions 
Question No. 166. 

The rates of court-fee. differ from State to State be¬ 
cause power to fix and very rates has been given to 
the State Governments under the Constitution. State 
Govt, according to the local circumstances, vary these 
rates whenever necessary. This done either to raise 
additional revenue or to remove gaps between income 
and expenditure. Since financial positions are different 
States, it is not possible for then to ensure uniformity 
in rates of court-fees. It is however, felt that 
the rates should not be exorbitant and should be 
fixed keeping in view the power of the people affected 
by this taxation to pay them easily. Such considera¬ 
tions, have, however, to be set aside in times of finan¬ 
cial stringency and Govt, is sometimes forced to levy 
taxes even at abnormal rates. They may perhaps not 
be much force in the argument that there should be 
uniformity in the rates of court-fees throughout the 
country on account of great diversity of economic posi¬ 
tions of the people of different States. 

Question No. 167. 

The Court-Fees Act, 1870, has been recently amend¬ 
ed in its application to Himachal Pradesh by the Court- 
Fees (Himachal Pradesh Amendment) Act, 1952. The 
rates of court-fees in the Schedules have been revised 
and brought at par with Punjab rates. There are no 
suggestions regarding additions, alterations or amend¬ 
ments of the two schedules to the Court-fees Act and 
the rates of levy thereunder. 

Section III— Other Remarks 
Nil 


ENTERTAINMENT TAX 

Section I— Factual Background 

1. The Punjab Entertainment Duty Act, 1936 and the 
rules made thereunder are applicable to this State also. 
They are contained in Part II of the Punjab Tax Manual 
Volume I. 

2. There has been no change in the Law since 1948 
when the Act for the first item was imposed. 

3. The rates of entertainment duty in force at pre¬ 
sent are given below: — 
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Where the payment—for admission to entertainments excluding 
the amount of duty N .P.with 213 does not exceeds Rs. A. P. 

four annas 0-1-0 

exceeds four annas but does not exceed eight annas 0-2-0 

exceeds eight annas but does not exceed one rupee 0-4-0 

exceeds one rupee but does not exceed two rupees 0-8-0 

exceeds two rupees but does not exceed three rupees 0-12-0 

exceeds three rupees but does not exceed four rupees 1-0-0 

exceeds four rupees but does not exceed five rupees 1-4-0 

exceeds five rupees but does not exceed seven rupees 
and eight annas. 1-14-0 


exceeds seven rupees and eight annas but does not 
exceed ten rupees. 

For every five rupees or parj there of in excess of the 
first ten rupees in addition to the payment on the 
first ten rupees. 

2-8-0 

1-8-0 

4 . The State excise Staff looks after the works. 

5 . Therefore, the cost of administration of this is nil. 

6. The income realised ana credited under 
during the years 1949 to 1953 are as under 

this head 

Year 

Revenues 

1949-50 . . . . . • ■ • 

20,548 

1950-5 1 • • .. 

32,927 

! 95*-52 ■ • • . 

41,906 

* 952-53 .. 

40,726 


It will be seen that the income has been steadily in¬ 
creasing during the last four years, presumably on ac¬ 
count of the increase in the number of cinema-goers. 
Similar increase may be expected in the years to come. 

7. There are no arrears of tax. 

8 . The question of the evasion of the tax has never 
been properly studied but experience goes to show that 
the proprietors of entertainment houses usually allow 
their friends and relatives to enter^ their premises with¬ 
out paying the tax. The same privilege in often extend 
to'the owners of buildings as well as the local officials, 
especially those belonging to the Excise, Police and Judi¬ 
cial Department. The Government have shown much 
strictness in receipt years and the extent of the evil 
has been greatly reduced. 

Section II— Replies to Questions 

Question No. 172. 

It is not possible to agree with the view of the Cine¬ 
matograph Industry Enquiry Committee that the enter¬ 
tainment tax falls on the industry. The Tax has proved a 
good source of income to, local bodies except in backward 
areas but even in such places the stage of diminishing 
returns has not yet been reached. 

We are also unable to agree with regard to uniformity 
in rates because like all taxes, the rates of entertain¬ 
ment tax must also vary with the taxable capacity of 
the persons living in different areas. 

Question No. 173. 

the character and the nature of shows for purposes 
of exemption are contained in the Punjab Tax Manual 
Volume I, u/s 7(1) and (2) The present system is satis¬ 
factory. 

Question No. 174. 

The extent of evasion Is not known. The rules at 
present in force are sufficiently strong and comprehen¬ 
sive. Under Section 4 the Punjab Tax Manual, Volume I 
(also applicable to Himachal Pradesh) even complimen¬ 
tary tickets are taxable. Nevertheless, strict supervi¬ 
sion on the part of the Excise staff alone can stop mal¬ 
practices. 

Question No. 175. 

As regards the extension of the scope of application 
of the tax, as already pointed out vide reply to Ques¬ 
tion 172 ante, the people of this Pradesh are socially 
and culturally backward, therefore, the scope for other 
varieties of entertainment tax is practically non¬ 
existent. 

Section III— Other Remarks 
Nil 


TOBACCO VEND FEES 

Section I— Factual Background 

1. It is levied in accordance with the Punjab Tobacco 
Vend fees Act, V of 1934 extended to Himachal Pradesh 
vide Govt, of India Notification No. 386-IB, dated the 
25th December, 1948. The Act and the rules made 
thereunder are contained in Part I of the Punjab Excise 
Manual, Vol. I. 

2. There has been no change in the Law since 1948. 

3 . A license fee for a period for exceeding one year 
for holding a license is charged as under: — 


Rs. 


(i) FormT.i . . . 

*28 

(ii) FormT.2. . 

96 

(iii) FormT.3 . 

. . . 20 

(iv) Form T.4 

. . *2 


(Hawker’s 


licence.) 


4. The Excise Staff is responsible for its collection. 

5. Hence there is no separate cost of collection in res¬ 
pect of this particular tax. 

6 . The revenue realised under this head is ’ given 
below: — 


Year Amount collected. 

Rs. 

1949 - 50 . . 15.497 

1950- 5 1 • • • • ■ • • 4. 6 37 

* 95*"52 • • • • • . • • 3.823 

1952-53 • .. ".937 


Thus it is clear that after having reached the peak 
in 1949-50, the income in 1950-51 suddenly declined to 
Rs. 4,637 and to 3823 in 1951-52 i.e., a fall of over 75% 
between 1949-50 and 1951-52. In 1952253 the income 
again shot up to Rs. 11,927 i.e., by about 221% within 
a year. Income in future years is expected to range 
between Rs. 12,000 and Rs. 15,000 per year. 

7. There are no arrears. 

8 . The extent of evasion is not known, but it can¬ 
not be substantial. 

Section II— Replies to Questions 

No question pertains to this Tax. 

Section III— Other Remarks 
Nil 


TAX ON THE SALE OF MOTOR SPIRITS 

Section I— Factual Background 

This tax is imposed according to the Punjab Motor 
Spirits Act, 1936, the details of which are contained in 
Part III of the Punjab Tax Manual, Volume I. 

2. There has been no changes in Law since 1948 when 
the Act was first applied to this State. 

3. The Tax is charged at As. 3 per Imperial Gallon 
on the retail price of motor spirits. 

4. The duty is collected by the Excise Staff. 

5. Hence there is no separate cost of collection in res¬ 
pect of this tax. 

6 . The revenue collected under this Act has been as 
under:— 

1949-50 1950-5! 1951-52 * 952-53 

Rs. Rs. Rs. Rs. 

39,869 30,399 63,576 60 629 

■ But for a slight decrease in 1950-51, the income from 
this source has been increasing, the increase between 
1950-51 and 1951-52 being the highest so far i.e., for 
over 109% within a year. Considering the rapid im¬ 
provement in the means of transport which are taking 
place now-a-days, it will not be wrong to presume that 
income from this source will increase substantially in 
the years to come. 

7. There are no arrears. 

8 . There is no evasion of the tax. 


53—2 T. E. Com. 
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Section II— Replies to Questions 

There is no question dealing specifically with this 
Tax. 

Section III— Other Remarks. 

Nil 

MOTOR VEHICLE TAX 

Section I— Factual Background 

1. The tax is imposed according to Motor vehicles Act, 
IV of 1939 and the Punjab Motor Vehicles Act, IV of 
1924. Up to 1952-53 the Budget figures only indicated 


receipts under the Provincial Motor Vehicles Taxation 
Act. Proceeds from the Indian Vehicles Act were shown 
under other sub-heads. This practice was discontinued 
with effect from 1953-54, when the receipts under the two 
Acts came to be shown separately. 


2. No amendements to the Act have been made since 
1948 and none are contemplated just at present. 


3. The rates of levy were, however, carged on 7th 
August, 1951, vide Himachal Pradesh Government Noti¬ 
fication No. J-96-93/50.I. The rates which are now in 
vogue are reproduced as under - .— 



Minimum rate per 
passenger per mile 

Maximum rate per 
passenger per mile 

Freight (personal 
luggage) 


Lower 

Class 

Upper 

class 

Lower 

class 

Upper 

class 


Rs. as. p. 

Rs. as. p. 

Rs. as. p. 

Rs. as. p. 


(1) For all metalled roads in the plains . 

. . . 006 

008 

0 0 7 

0 0 10 

Half the maximum 
lower class fare per 
mile per maund. 

(2) For all un-metalled roads in the plains 

. . . 008 

0 011 

009 

OIO 

Ditto. 

(3) For all metalled roads in the hills . 

. . . 0 0 II 

0 1 3 

OIO 

016 

Ditto. 

(4) For all un-metalled roads in the hills 

. . . OIO 

0 1 6 

0 i 3 

0 i 9 

Ditto. 


(5) Fare rates for the hire of stages carriages when 
used as contract carriages shall be on the basis of seats 
in a vehicles and the distance actually run. 

Free detention shall be fixed as follows: 

(i) Where the mileage does not exceed one hun¬ 
dred miles 6 hours. 

(ii) For journeys exceeding one hundred miles 12 
hours. 

(iii) For journeys exceeding two hundred miles 24 
hours. 

(iv) For detention exceeding these limits the charge 
shall be Rs. 1-4-0 per hour. 

(6) Each lower i class passenger is entitled to carry 30 
lbs. and each upper class passenger 60 lbs. of personal 
luggage without payment. 

(7) Dogs will be allowed In the upper class compart¬ 
ment only when carried on the owner’s lap. When car¬ 
ried in the lower class compartment they shall be in 
charge of some one travelling in that compartment 
(other than the conductor) and be charged at one lower 
class fare. For every dog thus charged, one passen¬ 
ger shall be carried less. 

(8) Children up to 3 years of age, if carried on the lap, 
shall be free, while children above three and under 
twelve years, shall be charged full fares if a whole seat 
is occupied If two children occupy one seat they shall 
each pay half fare. 


(2) (a) for all metalled roads in 
the hills. 


Whole truck per mile 
(b) For all unmetalled roads 
in the hills. 

Whole truck per mile 


004 non-bulky goods. 

006 bulky goods. 
006 Personal luggage. 
160 

006 eon-bulky goods. 
009 bulky goods. 
007 personal luggage. 
1 8 o 


Notes.— (i) Non-bulky goods shall be deemed to includ 
grain, Potatoes and vegetables in sacks, kerosine oil, petrol and 
lubracating oils in containers and similar goods which occupy 
tivecomparatively less space in relation to their weight. 

(2) Bulky goods includes passengers’ luggage, furniture fruit 
and vegetables in basket and other goods which occupy a compara- 
ly larger space in relation to their weight. 

C —Contract Carriages 

Fare per mile 
Rs. as. p. 

1 (a) For all metalled roads in the plains . .090 

(b) For all un-metalled roads in the hills . o 10 o 

2 (a) For all metalled roads in the hills . . . o 11 o 

(b) For all un-metalled roads in the hills . „ o 12 o 


Note- In taxi cabs, the front and rear seat fares will be fixed 
Executive order. 


by 


(9) Cycles when carried on stage carriages, shall be 
charged at half fare of a lower class passenger. 

(10) On Pathankot-Kulu-Manali Road, the front seat 
(seat next to the driver) shall be considered as an upper 
class seat. On all other hill roads the fare for front 
seat shall be as for an upper class seat. 

Note.—( i) The fares shall be maximum subject to the condition that where 
the fare on any stage works out at 1/2 anna or over but less than one anna it shall 
be raised to the full anna and where it is less than 1/2 anna it shall be disregarded. 

(2) An upper class passenger means a passenger who occupies a seat declared 
as upper class by the Board of Inspection constituted. under Rule 3(10) of the 
Punjab Motor Vehicles Rules, 1940, as applied to Himachal Pradesn, or by a 
Joint Board of Inspection. 


B —Public Carriers 


Freight rate per maund per 
mile 

Rs. a. p. 

(1) (a) for all metalled roads in 003 on-bulky goods, 
the plains. 004 Bulky goods. 

004 Personal luggage. 
Whole truck per mile . 140 


(b) For all unmetalled roads 
in the plains. 


004 Non-bulky goods. 
005 bulky goods. 
005 personal luggage. 


4. The tax is administered by the General Manager, 
Himachal Pradesh Government Transport in his capa¬ 
city as Secretary of the Provincial Transport Authority. 
His pay and allowances are charged to the Transport 
Department. The cost of office establishment and the 
travelling allowances of the non-official members of the 
Advisory Body of the Provincial Transport Authority 
are paid out of the income from the Motor Vehicles Tax. 

5. The cost of collection during the last four years is 
indicated in the sub joined table. 


Year 

Income in 
thousands 
of rupees 

Cost of 

collection 

in 

thousands 
of rupees 

Percentage 
of cost 
collection 
to 

income 

1950-51 

32 

2 

6*2 

1951-52 . . ' . 

36 

2 

5 - 5 

• 952-53 • 

23 

I 

4 - 3 

•953-54 (estimated) 

24 

7 

29 •! 



The receipts have been more or less fixed up to 1952-53. 
In 1953-54 they are expected to increase by about 
Rs. 6,000 due to: — 

(a) the creation of additional posts under "other 
than 5 Year Development Plan”; 

(b) more provision for the travelling allowance of 
the members of the Provincial Transport Autho¬ 
rity owing to the proposed holding of four meet¬ 
ings of the Authority instead of two at present; 
and 

(c) the inclusion of contingent charges such as 
badges, stationery, furniture, etc. as in result 
the separation of the office of the Provincial 
Transport Authority from the Secretariat. 

6 . The receipts increased up to 1951-52 and suddenly 
dropped thereafter because most of the operators and 
owners of private vehicles disposed of their vehicles on 
account of the restrictions on the issue of route permits 
as a consequence of Nationalisation of Transport in the 
State. 

Section II— Replies to Questions 

Question No. 168. 

The present policy of motor vehicles taxation is vague 
and purposeless. Different taxes are imposed by differ¬ 
ent authorities according to their financial needs regard¬ 
less of their repercussions on the transport system or the 
mptor industry. The Motor Vehicles Taxation Enquiry 
Committee rightly held that there could be no scientific 
system of taxation designed to promote the develop¬ 
ment of cheap, rapid and efficient transport so long as 
each taxing authority is mainly concerned with collect¬ 
ing as much revenue as possible from the motor vehi¬ 
cles users. 

The Indian Roads and Transport Development Asso¬ 
ciation has urged the need for recognizing the principle 
that while the Central Government should be responsi¬ 
ble for the provision, maintenance and development of 
roads, the motor transport operators should be respon¬ 
sible for the running of the vehicles. Taking the analogy 
of railways, ports and canals, none of which has been 
built out of current revenues it has argued that the 
National Road Plan should also be financed from loans 
and not from tax revenue. There is a great deal of 
truth in what it says. 

The Association has, however, not demanded the abo¬ 
lition of all taxes on motor vehicles; it has merely asked 
for their simplification and proper integration. Broadly, 
the Association has suggested that all non-Central taxes, 
such as Sales Tax on Vehicles and Accessories, while 
Tax, Octroi, etc. should be abolished. The Central taxes 
should consist of two elements (a) “duty element” for 
general revenues based on the same rate as for essen¬ 
tial commodities and (b) “development element” to 
produce sufficient income for the development of the 
road transport industry on a long term plan. The 
’‘duty element” which should be earmarked for the Cen¬ 
tral Exchequer, should consist of an import duty on 
imported cars, tyres, etc. on the same scale as for essen¬ 
tial commodities (say about 30%) and import duty on im¬ 
ported public carriers and their accessories on the same 
scales as for railway imports (which is above 15% on 
the average). The “development element” should con¬ 
sist of Excise Duty on tyres, a fuel tax on motor spirit 
in addition to an import duty as recommended under 
the “duty element”. 


These recommendations are sure to evolve some order 
out the present chaos. The only snag in accepting them 
would be the opposition of the States which would pro¬ 
bably not agree to surrender a source of income which 
has proved so helpful to them. Under the circumstances 
there seem to be only two ways out of the difficulty, 
uiz., 

(i) a part of the income accruing to the Govern¬ 
ment of India from the two types of taxes re¬ 
commended by the Roads and Transport Deve¬ 
lopment Association may be returned to the 
provinces; and 

(ii) that while the Central Government may collect 
the duty included in the “duty elem.ent” defin¬ 
ed above, the Provincial Governments should 
be restricted to the imposition of two taxes only, 
namely, States Fuel Tax (which should not ex¬ 
ceed As. 6 a gallon as recommended by the 
Motor Vehicles Taxation Enquiry Committee) 
and the States Motor Vehicles Tax which should 
be more or less the same in all provinces. 

This suggestion implies that the Provincial Govern¬ 
ment would not levy any other tax on motor transport 
not even Sales Tax and Octroi Duty. 


In our opinion, the first alternative would lead to 
speedier development of roads and the road transport 
system, especially if two other recommendations of the 
Association are also accepted, namely: — 

(i) The administration of roads should be in the 
hands of a powerful organization—a body simi¬ 
lar to the Railway Board. 

(ii) There should be a single non-lapsable Road 
Fund for financing road works in the country. 

Question No. 169. 

If the recommendations made in para. 168 above are 
accepted, the portion retained by the Central Govern¬ 
ment, or at any rate a substantial part of it, should be 
earmarked for road building purposes. 

Question No. 170. 

No, 

Question No. 171. 

In this respect also the Indian Road and Transport 
Development Association has given a valuable lead. It 
has suggested that taxes on road transport should come 
from the interest for whose benefits roads are required, 
namely, owners of agricultural lands, carters, owners of 
animal drawn vehicles, motor transport users and the 
general community. Although the Association insists 
that, in assessing the incidence of taxation, the relative 
damage caused to road services by the concerned inter¬ 
rests should be taken into account, it recognizes that it 
would not be fair to throw on the cart, the poor man’s 
vehicles anything more than a nominal burden. The 
apportionment of the cost of road maintenance should 
be, in our opinion, on the basis of 60% to 70% for motor 
transport and the rest for the general community. 

Section III— Other Remarks 
Nil 

TAX CATEGORY No. 15 IN ANNEXURE IV-A 

(a) General Property Tax 

(b) Urban Immovable Property Tax 

(c) Service Taxes 
Section I— Factual Background 

1. Taxes of this category are imposed in accordance 
with the Punjab Municipal Act as applied to this State. 

The General Property Tax was not known till 1951-52 
in which year the Municipal Committees of Solan and 
Theog used it for the first time to augment their finan¬ 
cial resources. The Service Taxes are levied only by 
the Solan Municipality. The Immovable Property Tax 
iB Still unknown in Himachal Pradesh. 

2. There have been no changes in the Act or the rules 
made thereunder since 1948 and no changes are contem¬ 
plated. 

3. The rates of levy differ from committee to com¬ 
mittee. according to local conditions but on the whole 
the Schedules of rates prevailing in the Punjab are 
adhered to. 

4. These taxes have been levied by the Municipalities 
with the approval of the State Govt- The procedure 
for control and supervision is laid down in sections 231 
to 240 of the Municipal Act referred to above. 

5. The Committees do not maintain different accounts 
for the cost of collecting different taxes. The staff is 
frequently inefficient and ill-paid. Local influences also 
go a long way in determining the amount and mode of 
assessment and collection. 

6. The income from N this source amounted to Rs. 4,500 
in 1951-52 and to Rs. 6,184 in 1952-53. Unless other Muni¬ 
cipalities follow the example of Solan and Theog, the 
rates are not likely to increase appreciably for a long 
time to come. 

7. The arrears of tax are not high. 

8. Evasion with the connivance and complicity of the 
municipal staff is fairly wide spread. It can be stopped 
only when the quality of the municipal staff improves. 

Section II— Replies to Questions. 

Question No. 200. 

There is undoubetedly a certain amount of duplica¬ 
tion in property taxation in India today. What is worse, 
practices differ so widely from province to province. In 



*fhe States of Punjab and Bombay, an urban immov¬ 
able property tax levied by the State Government for 
Provincial purposes. In Bombay, the tax is levied only 
in the 3 cities of Bombay, Ahmedabad and Poona. In 
Punjab it is levied in all district headquarter towns. 
Owing to the super-imposition of this tax over the local 
property tax, municipalities in the areas concerned And 
it difficult to increase the rates of their house tax. This 
state of affairs appears to be highly unsatisfactory. 
According to the Local Finance Enquiry Committee, 
property tax seems to be particularly suitable for ex¬ 
ploitation by the Local Bodies and we whole-heartedly 
agree with this view. In our opinion such State Gov¬ 
ernments as are levying these taxes, should withdraw 
from the field, of course, on the condition that an equi¬ 
valent local tax is compulsorily imposed by the Munici¬ 
palities. 

In view of differences in the taxable capacity of the 
people living in different areas uniformity in rates will 
not be desirable. Nevertheless it would be better if 
maximum and minimum limits are laid down in the Acts. 

As regards the basis of assessment, “Annual Rental 
Values” of lands and buildings is preferred to the less 
certain basis of capital value. 


Question No. 201. 

We agree with the recommendations of the Local 
Finance Enquiry Committee in so far as they say that 
“There should be no change from the well-tried basis 
of the rent to the more or less uncertain basis of capital 
value”. This principle, in our opinion, is so sound that 
we do not agree with the latter part of the recommenda¬ 
tion in this behalf. To be more precise, we are of 
opinion that even those Municipalities which are at 
present adapting capital value as the basis of assess¬ 
ment should be persuaded to switch over to the annual 
rental value for the purpose of calculating the rate of 
tax. 


Question No. 202. 

Yes; this seems to be at present the only way to make 
the Municipalities Act properly. However, the power 
intended to be given to State Governments should only 
be exercised when a Municipality has refused to listen 
to their advice tendered in a proper manner. 

In case the urban immovable property tax is levied 
by the State Governments, the following principles 
should be borne in mind. 

(1) The assessment should be made by expert valuers 
either singly or as a board. These experts may be em¬ 
ployed as part-time paid servants and their remuneration 
may be fixed as a percentage of realisation. The tax¬ 
payers should have the right to ask the local bodies (and 
finally the courts) to review the assessment if they are 
not satisfied by the decision of the expert valuers. At the 
same time, the local bodies should also have the right 
to review the assessment periodically in the light of 
changed circumstances. 


It may be emphasised that in countries where this 
form of taxation has been tried complications have 
arisen on account of faulty administration. This de¬ 
ficiency is due in part to certain inherent difficulties. 
For example, the assessors frequently assess identical 
values at different rates. This mistake is some time 
genuine. In majority of cases, however, extraneous in¬ 
fluences are responsible for wide disparities in the 
amount payable by different citizens and this naturally 
creates resentment and heart-burning. Property taxa¬ 
tion will never succeed unless the system of assessment 
is just and equitable. 

Recommendations made by the Local Finance Enquiry 
Committee in para. 279 of the report in this behalf ap¬ 
pear to be sound and workable. 

(2) The rates of duty should be uniform within the 
State boundaries or, if differences between different 
areas in the same Province are very wide, the tax rate 
should be uniform within any given taxing district. 

(3) The rates may be progressive provided, of course, 
the system of assessment is satisfactory, otherwise a 
uniform rate of tax is preferred. 

(4) No exemption should be permitted except in cases 
fully defined in the Act. 


Question No. 203. 

The common assumptions underlying the general 
property tax are: 

(1) that ownership of property is a satisfactory 
measure of ability to pay or benefits received as 
the basis of taxation; 

(2) that all types of property will be listed and 
assessed uniformly for taxation; and 

(3) that the tax will be collected. 

To avoid partially and corruption, exemption should 
be kept as low as possible. In cases where the tax is 
employed by Local Bodies, all cases of exemption must 
be subject to the approval and review of the Provincial 
Government. 

In case of educational and charitable institutions, 
exemption may be given if the State Government is 
satisfied that the property supposed to be used for chari¬ 
table purposes is being really used as such. The list of 
institutions so exempted should be subject to periodical 
review in order to see whether the exemption given in 
each case is justified or not. 

No exemptions seem to be necessary in favour of tlje 
Co-operative Housing Societies. 

In view of the fact that the major portion of the ser¬ 
vices rendered by local bodies such as maintenance of 
roads, street repairs, fire brigade, street lighting, drain¬ 
age etc. have to be performed whether the building re¬ 
mains occupied or not, there seems no justification for 
giving full relief to the owner of an unoccupied build¬ 
ing. In such cases, however, 50% of the tax may be 
remitted provided the building remains vacant for 90 
consecutive days in a year. 

Regarding new buildings, no exemptions seem to be 
called for except perhaps, in towns suffering from acute 
shortage of accommodation. 

Question No. 204. 

Consistently with the idea of ability to pay, the pro¬ 
perty tax should be progressive as far as possible. 
Nevertheless, in view of the difficulties pointed out in 
answer to Question No. 202 above, a beginning should 
be made with uniform rates of tax. As and when the 
municipal valuers gain full experience as well as the con¬ 
fidence of the people, the uniform rates may be replaced 
by a progressive rate structure. 

Question No. 205. 

To start with, the local bodies in urban areas only 
should be empowered to levy property tax. In course 
of time, the powers may also be extended to the Pan- 
chayats if they show signs of virility and real earnest¬ 
ness in their civic duties and responsibilities. 

Question No. 206. 

We cannot improve upon the findings of the Local 
Finance Enquiry Committee which were evidently 
arrived at after the investigation of numerous issues 
involved. 

Question No. 207. 

The service tax also should be uniform throughout. It 
is, however, possible that different areas within the 
jurisdiction of the Municipality are not equally well 
developed and the amenities provided in one area have 
not yet been extended to the others. In such special 
cases, special service taxes may be imposed only in the 
areas which have benefited from municipal activity. 

Regarding the principle of assessment, the “Cost of 
Service” principle, however, equitable in theory, is not 
capable of practical application. 

Regarding property and service taxes vis-a-vis post¬ 
trust properties, Railway property, other properties of 
the Central Government and the properties of the State 
Governments, we are entirely in agreement with the 
recommendations of the Local Finance Enquiry Com¬ 
mittee. 

CATEGORY No. 17 IN ANNEXURE TV-A 

(a) Octroi 

(b) Terminal taxes 

Section I— Factual Background 

1. As is well known, the present Constitution of India 
does not allow local bodies to impose Terminal Taxes. 
Octroi duties are, however, permitted and imposed in 
accordance with the Punjab Municipal Act which was 
made applicable to this State in 1948. 





2. There has beeft ho amendment of Law since and 
none is contemplated. 

3 . The rates of levy from committee to committee in 
the light of local conditions. The schedules of rates 
are drawn up with the approval of the State Govern¬ 
ment which must also sanction changes thereafter. 

In some Municipalities, goods belonging to the Govt, 
are exempted from the payment of octroi even though 
they may belong to commercial departments. This does 
not seem to be desirable because it unnecessarily inflat¬ 
es the profits of Govt, commercial undertakings at the 
expense of local bodies. Schedules are being revised so 
as to remove these exemptions. 

4. Every Municipality has its own octroi staff which 
works under .the administrative control of the octroi 
Supdt. maintain separate record of expenses in respect 
of this tax. 

5. Committees .—Figures for 1952-53 are reproduced 
below : — 

Details of income and expenditure from Octroi for the 
year 1952-53 


Name of the Local Body 

Income 

Cost of 
collection 

Percentage 

of 

cost of 
collection 
to gross 
income 

i. Solan Municipal Committee 

Ij 20,000 

15.974 

13 ' 3 % 

a. Theog S.T.C. . 

45,000 

10,828 

24% 

3. Rampur S.T.C. 

40,000 

5.650 

i 4 't% 

4. Narkanda N.A.C. 

6,000 

2,225 

37 % 

5. Arki N.A.C. . . 

5 » 5 °° 

Collected 

through 

contrac¬ 

tors. 


6. Mandi M.C. . 

75,ooo 

13,000 

17 ’ 4 % 

, 7. Jogindemagar S.T.C. 

20,000 

3,903 

i 9 -t% 

8. Sundernagar S.T.C. 

18 000 

6 , 5 t 3 

36-1% 

g. Chamba M.C. 

1,04,000 

14,360 

13 - 8 % 

10. Nahan M.C. . 

1,10,000 

11,946 

18-i% 

11. Paonta S.T.C. 

12,000 

5,624 

46-8% 

Total 

5.55.500 

90,123 

16 -2% 


It will be noticed that the cost of collection varies 
between 46:8 per cent in the case of municipalities such 
as Paonta and 13-3% for municipalities like Solan. 
The average percentage of cost of collection to gross 
income works out to about 16-2 which is not excessive. 


6 . Receipts during the last five years were: — 


Year 

Receipts 

1948-49 . 

. 2,33,274 

1949-50 . 

• • 3 , 61,446 

1950-51 . 

• 5.02,500 

1951-52 

• • 5,07,500 

1952-53 • • • • • 

• • 5,55,50° 

They have gone up from Rs. 

2,33,274 in 1948-49 


Rs. 5,55,403 in 1952-53, i.e., an increase of. over 185% 
in five years which is very good indeed, also consider¬ 
ing that during the same period the total income from 
all sources increased by 149% and the yield of taxes only 
increased by 169%. This phenominal increase in re¬ 
venue from octroi is evidently due to the greater move¬ 
ment of goods in consequence of rapid improvements 
in the means of communications and transport that have 
taken place in recent years. For the same reason, fur¬ 
ther increases may be expected in the years to come. 

7. Octroi duties are collected on the spot except in 
the case of goods belonging to the big reputable firms 
which .are cleared through octroi posts after exchanging 
certain signatures. Such firms always keep a substan¬ 
tial deposit with municipalities as earnest money and 
promptly settle their accounts at the end of each month. 
The question of arrears, therefore, does not arise. Of 
course, refunds are permitted in respect of articles of 
merchandies which remain unsold provided the refunds 
are claimed within a specified time. 


■ 8. Evasion is practised on a very large scale. Articles 
of merchandise are skilfully concealed in beddings or 
suit cases. Some articles are declared as samples; 
others as partly used. Some business men are also 
known to evade taxation by bribing the octroi and the 
police staff. The Municipal Act gives. the staff wide 
powers of interogatiori and search. If they perform their 
duties honestly and conscientiously the extent of evasion 
can be greatly reduced. 

Section II— Replies to Questions 
Question No. 209. 

Municipalities in this State levy octroi duties only. 
Actually this source of income is their mainstay and 
the«cost of collection is not unnecessarily heavy, except, 
perhaps in remote regions situated at high altitude. The 
people have been used to this form of taxation for a 
long time. The business men do not seem to mind pay- 
in a the tax because they can easily shift it on to the con¬ 
sumers in the form of high prices. Of course it is true 
that the duties cause much charge in to the non-com¬ 
mercial travellers who do not relish searching inqui¬ 
sitions regarding their property but this cannot be help¬ 
ed SO long as attempts are iriade to evade payment. 

On the whole, the existing arrangements appear to be 
quite satisfactory although, theoretically, the terminal 
taxes, may have more to commend themselves. 

It is possible for octroi duties and terminal taxes to 
exist side by side so long as one does not mind putting 
. additional burdens on the tax payers. So far as this 
State is concerned, terminal tax will neither be paying 
for popular. 

Question No. 210. 

Octroi duties have been found to be quite suitable 
so far and there Will be no point in abolishing them des¬ 
pite their, inherent defects. 

Moreover, there is no sales tax in this State and none 
is contemplated. As a matter of fact, considering the 
geographical situation and the small- rate of business 
turn-over, it is extremely doubtful if such a tax will 
even be productive. Under the circumstances, the ques¬ 
tion of imposing surcharge on sales tax to make up for 
the loss of octroi revenue does not arise. 

Question No. 211. 

The sting of octroi duties lies partly in its incidence 
on the poor and partly in the embarrassing procedure of 
collection. The first defect can be removed if the rates 
of tax on articles of every-day life are kept as low as 
possible. It will not be possible to remove the proce¬ 
dural sting until the masses become more alive to their 
civic responsibilities. In other words, the simplification 
of the process of collection will have to wait until the 
degree and extent of evasion show signs of improve¬ 
ment. 

To prevent the evasion of octroi duty on post parcels, 
the post office should render every assistance to the 
Municipalities. 

Question No. 212. 

The provisions of the Punjab Municipal Act have been 
found to be quite satisfactory in application to this Pro¬ 
vince. There are practically no complaints of any kind. 
No inconvenience is caused even to the big business 
firms which are allowed to clear their goods through 
octroi posts after signing certain documents. The ac¬ 
counts are settled month by month. In view of the 
meagre resources of the Municipalities, it will be wrong 
to except them to provide warehousing facilities. It is, 
therefore, suggested that the example of Himachal Pra¬ 
desh Municipalities may be emulated in other provinces 
where no such facilities exist at present. The goods of 
reputable firms should be cleared quickly on the condi¬ 
tion that they deposit a certain amount in advance and 
agree to honour municipal bills on presentation with¬ 
out raising supercilious objections. Rebates on prompt 
payment are not recommended. On the contrary it is 
suggested that a penal interest of-say 5% be charged on 
arrears. 

Question No. 213. 

In general ad valorem duties should be employed. In 
the case of cheap and bulky articles, the rate of tax 
may be fixed according to maundage. 

Question No. 214, 

It may be possible but is not recommended. 

Question No. 215. 

No. 







TAX CATEGORY NO. 22 
Taxes on vehicles, animals and boats. 

Section I— Factual Background 

1 . They are levied under the Punjab Municipal Act as 
applied to Himachal Pradesh. 

2. The rules in respect of this Act have not been 
changed and no amendments are contemplated. 

3 . The rates vary from committee to committee and 
are fixed the approval of the local Government. 

4. The administration is the same as in the case of 
other municipal taxes. Rates for different types of 
vehicles are fixed with the approval of the State Govern¬ 
ment and licences are issued on payment of dues. 

5. Municipal Committees do not maintain separate 
accounts in respect of the cost of. collection and assess¬ 
ment for different taxes but it is presumed that the cost 
of administration in respect of this particular tax can¬ 
not be high. 

6 . The income from this source, although relatively 
small, has been increasing by leaps and bounds as the 
figures given below will show :— 


,949-50 . 

Year 



Receipts 

Rs. 

. 20 

1950-51 • 

. 

• 

• 

2,900 

1951-52 . 

, 

• 

• 

5,400 

1952-53 • 

. 

• 

. 

3.753 


The vehicles on which the tax is commonly paid are 
handcrafts and such as unprecedented increase in 
revenue in such a short time is an indication of the 
improvement in internal trade as a result of the exten¬ 
sion of road transport facilities. 

7. There are no arrears of the tax. 

8 . There is no evasion. 

Section ii—Replies to Questions 

Question No. 216. 

There is no scope for the imposition of any tax on 
inland waterways in this State. Of course in Provinces 
where river navigation has attained a fair measure of 


success, the desirability of taxing river transport may 
be considered. It may be pointed out, however, that 
river transport in this country is still in a state of in¬ 
fancy. It is necessary to develop it as much as possible 
and, therefore nothing should be done by the Govern¬ 
ment to discourage an enterprise which has not shown 
any promise so far. 

Section III— Other Remarks 
Nil. 


PROFESSION TAX 

Section I— Factual Background 

This Tax was employed by some municipalities after 
the application of the Punjab Municipal Act to Hima¬ 
chal Pradesh in 1948. It was found to be unpopular 
and the yield dwindled gradually so much so that the 
tax was abolished in 1951-52. This action was presu¬ 
mably consistent with the recommendations of the Local 
Financial Enquiry Committee which suggested that 
local bodies which raise a substantial portion of their 
revenue from octroi duties need not make use of the 
Profession Tax at all. 

Since the tax has since been discontinued further de¬ 
tails seem to be unnecessary. 


Section II— Replies to Question 
Question No. 220. 

The present limit of Rs. 250 appears to be rather 
low. It should be raised to Rs. 1,000 wherever the pro¬ 
fession tax is imposed. 

This tax is particularly suited to urban municipalities 
especially those which belong to the first class. 

It should only be imposed when property taxes are 
not being levied. No compulsion seems to be necessary 
except where even other taxes are not being levied. 

In our State the tax has little scope. As a matter of 
fact the income from this source dwindled so much that 
the tax was given up 3 years ago. 

Section III— Other Remarks 
Nil. 



MEMORANDUM V 

Answers to some of the questions not dealt with in Memo. IV. 


PART I—THE TAX SYSTEM 

Question No. 1. 

(1) A tax is not an end in itself; it is always a means 
to an end, and the end is (or ought to be) the maximisa¬ 
tion of collective welfare through the satisfaction of 
human wants. Since this satisfaction of wants depends 
on production or output it follows that the tax policy 
should aim at the maximisation of output or what might 
more appropriately be called the “production optimum”. 
The problem of production is inevitably linked up with 
the availability of resources and the conditions for maxi-' 
misation of output is that with any given system of pro¬ 
duction it should be impossible, by reallocating factors, to 
increase the output of one product without diminishing 
that of another. This criterion is perhaps not much more 
than a precise way of stating the oft-quoted maximum 
condition of equi-marginal return to factors. 


Having accepted the satisfaction of wants as our goal 
we shall have to choose the set-up which will maximise 
statisfaction. And here we are up against the difficulty 
of comparing one person’s satisfaction with that of an¬ 
other. The only way out of the tangle of incomparability 
of Utilities is by the route of compensation. If a particular 
re-distribution of products will make the first individual 
so much better off than he was that he can compensate 
the second man and still remain better off than he was 
initially, then both much agree that the change would 
be an improvement. The maximisation of satisfaction, 
“the utility optimum”, may hence to formulated precise¬ 
ly in a manner parallel to the “production optimum”. 
Utility is maximised when it is impossible to increase the 
satisfaction of one individual when diminishing the satis¬ 
faction of another after full allowance has been made 
for compensation. “The utility optimum” clearly takes 
us up to a higher stage in defining the course of policy 
because it brings us into‘view of the final goal which is 
real income and not real output. It does so by eliminat¬ 
ing the degrees of freedom which otherwise exist in the 
organisation of production. 

We also know that the “production maximum” can 
only be reached with a technically correct allocation of 
factors. In practice there are many reasons why it is 
often difficult to realise this allocation. For instance, 
monopolistic control of market may impose an obstacle 
or an inadequate education system may prevent the best 
use of the nation’s talent, etc. Technical obstacles of this 
nature are very amenable to treatment by fiscal means, 
through the use of particular taxes or the development of 
partiular types of expenditure. Moreover, on the plane 
Of the relations of the public finance as a whole to the 
economy as a whole, fiscal policy can be directed both 
to making the public the supporting and balancing fac¬ 
tor in the economy and for influencing the activities of 
the private sector in a direction appropriate to the cri¬ 
teria of policy. 


Besides these fundamental needs of man in society, 
there are also other psychological and social needs which, 
although less fundamental, are deeply ingrained in the 
ideology of particular societies and of which consequently 
the economist must be aware when he is devising the 
policy implementation. An example of such a strand of 
policy, which is peculiarly strong in Great Britain, is 
the idea of social justice expressed in the present genera¬ 
tion by a demand for the redistribution of income. The 
economist has an important duty to perform in respect 
of this policy; he is responsible for reporting to the 
community on progress, e.g. on the effects of any particu¬ 
lar measure of redistribution on the production and 
utility optima respectively. Policy of this type, if carried 
to extremes, may considerably conflict with the pursuit 
of optima. Armed with the economist report it is for the 
Government to take responsibility for deciding between 
conflicting ends. 


will be ripe for thinking out a process of its correct distri¬ 
bution. Thus, although for countries like U.S.A., objective 
(a) is by far the most important at the present stage of 
their economic development, the less fortunate (economi¬ 
cally) countries should concentrate all their attention on 
the attainment of the optima of production and utility 
before they allow the conception of social justice to 
influence their fiscal policies. 


It may not be totally out of plaee in this connection 
to point out that even in some of the richer countries 
of the West the tax burden has become so heavy than 
it is not enough merely to view taxation problems from 
the point of equitable distribution of the tax burden. 
The effects of taxation on saving and investments or on 
capital formation have become important and fiscal 
policy has come to be regarded as an agency for foster¬ 
ing the formation of capital in the country. In other 
words, the State has begun to realise that it should not 
be concerned merely with the revising of a given revenue 
but to see that in so doing it does not dry up the springs 
of economic activity which generate the incomes to be 
taxed. Equity in the sense of distribution of income has 
to be tempered with efficiency in the sense of the total 
income to be distributed. 


Objective (c) is intended to meet extraordinary situa¬ 
tions as those experienced during and after a global war 
or during trade cycles, while objective (d) is of special 
importance only to those countries whose prosperity 
depends largely on a favourable balance of trade either 
eternally or during a particular phase of economic evolu¬ 
tion. In all such cases the tax policy can be modified to 
suit a particularly subsidiary aim in view not forgetting 
at the same time that fiscal policy can at best supplement 
but not suppliant other devises which are often employed 
for the attainment of similar ends such as monetary 
management and direct control (by rationing, direction 
and conscription, etc.). 


Viewed in this perspective the policies followed in 
India before and after the dawn of Independence have 
been vague, purposeless and conflicting. The British 
Finance Ministers of India were merely concerned with 
raising revenue to meet the cost of the various Govern¬ 
ment Departments. A balanced Budget was in their 
opinion an indiction of sound finance. Any deficit, on the 
°ther hand, was a sign of weakness and economic in¬ 
stability. This policy was pursued throughout the long 
period of war with the result that the tax burdens in¬ 
creased enormously without much effect either on the 
production or the distribution of wealth in the country 


In the last war period financial policy was directed 
to the achievement of two objectives, viz., .. 

(1) to ensure that withdrawal of surplus purchasing 
power through taxation and borrowing; and 

(2) to ensure an expansion of industrial activity with 
a view to maintaining employment and in co mes. 


In 1947 Mr. Liaquat Ali came to control the public 
purse and he immediately introduced conceptions which 
were hitherto unknown in Indian Public Finance. His 
Budget aimed at : — 

(i) toning down disparities in income by high taxes: 
ana 

(ii) bettering the lot of the common man by giving 
him relief from the burdens of taxation. 


These are the view of Mrs. Ursula Hicks regarding the 
goal of fiscal policy with which we fully agree. 

Having regard to the principles enunciated above, ob¬ 
jective (b), viz., encouragement of incentives to work, to 
save and to invest appears to be the most important, 
especially in a thickly populated country, with a very 
low level of national income, such as India. Poverty, it 
is said, is the cause of the poverty of the poor. If, there¬ 
fore, a backward country wishes to prosper it must first 
throw off the yoke of poverty by inducing the highest 
productive endeavour through savings and investment 
It is only when the size of the proverbial cake (of na¬ 
tional wealth) attains a respectable size that the time 


.. T .° give a concrete shape to his ideas to exemption 
limit of income-tax was raised and the rates of tax 
payable on high incomes were enhanced. The Duty on 
u abolished. The result of'the new taxes imposed 

by Mr. Liaquat Ali was to depress industries at a time 
when other factors such as rising costs, labour troubles 
and political unsettlement had created acute problems 
There was thus a deep sense of despair and frustration 
m the business world. Lack of confidence sapped initia¬ 
te and enterprise and led to reduction in the number 
°« applications for the issue of new capital. The abolition 
of the Salt Tax did not help the poor because, an account 
of reasons which are quite well known now, the con- 
sumers were really required to pay more for the salt 
than they did before the duty was abolished. 
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The subsequent financial policy has had two main 
objectives, viz.,— 

(i) giving an incentive to industry to increase the 
volume of production $nd an incentive to the 
investing class to save and invest by tax con¬ 
cessions ; and 

(ii) preventing the accrual of additional purchasing 
power by balancing the Budget and mopping up 
surplus purchasing power in the hands of the 
people by borrowing and by the stimulation of 
savings. 


to the fact that while the sources of income open to the 
Central Government are elastic and expansible, tne 
sources on which the States rely for their income are 
comparatively dry and rigid. Considering the nature of 
functions that the State Governments have to perform, 
it should not be difficult to appreciate that the States 
should be put in possession of more funds to enable 
them to perform the multifarious duties expected of them. 
This can be done either by transferring some of the 
existing taxes to the States or, better still, by increasing 
the volume of grants-in-aid especially in favour of the 
backward States. 


Unfortunately this policy has not yielded very satis¬ 
factory results. Since it has synchronized with the period 
of economic development under the Five-Year Plan, some 
improvement in production has undoubtedly taken place. 
Nevertheless, there has been no check on prices and, 
what is absolutely unheard of in the history of planning 
in any country, the volume of unemployment has assum¬ 
ed a larger proportion. All this calls for a quick reorienta¬ 
tion of our economic policy. 

The question of the reform of the tax structure is not 
a simple one in view of the nature of the conflicting 
claims involved. Some persons are of opinion that the 
Five Year Development Plan requires money which must 
be raised from taxes. Others point to the example of 
U.S.A. and say that'her present state of prosperity is 
due to the low level of taxation. In our opinion, India 
is still an underdeveloped country and she should, in the 
long run, gain more by a relatively low level of taxation 
than by high rates of taxes. This view takes into account 
the imperative need of private enterprise being fully 
pressed into service for development purposes. Perhaps 
the suggested course of action will entail an immediate 
loss of revenue to the State Exchequer (and possible 
adjustments in the finances of the Plan) but the ultimate 
increase in production and employment which will result 
from such a policy will amply justify the temporary 
sacrifice of revenue. 

.Another striking feature of the present structure of 
taxation in India is the relatively narrow range of popu¬ 
lation affected by it to any appreciable extent. This is 
neither just nor desirable. Both in the interest of justice 
and revenue, it would be desirable to have a fair degree 
of variety in taxes so that everybody with taxable 
income or resources may be made, on some account or 
the other, to pay something for the general purposes 
of the community. Such variety would lend elasticity and 
flexibility to the tax system and even out its burdens 
over the people. 

The Government of India is, at present, depending 
almost exclusively on Income Tax and Custom Duties. 
Income Tax has already been strained to the utmost. 
Personal Income Tax presses heavily on married men 
and especially on those who have large families to 
support. The tax on corporate profits also has been 
pushed to the breaking point. These profits, as we all 
know, when distributed as dividends, are the necessary 
reward to the many millions of stockholders whose 
investments have provided the equity capital upon which 
our whole industrial system has been built. Without ade¬ 
quate dividends to justify continuing investments, we 
should have to look to a drying up of our traditional 
pattern of formation and expansion of industry. To the 
extent that corporate profits are not distributed as 
dividends they constitute additional capital for expansion 
by existing successful companies. Thus, whether distri¬ 
buted or retained, reasonable legitimate profits are a 
part of the foundation of our whole economic system 
and excessive rates of tax can do grave damage to the 
economy as a whole. 

The yield from customs is unreliable since it is liable 
to considerable fluctuations depending upon the state 
of international trade. Hence, there is clearly a strong 
case for the broadening of the • tax-base, that is, for 
developing new sources of revenue so that even when 
some of the pipe lines of public revenue tend to give a 
reduced yield, there may be others showing a compen¬ 
satory tendency. A well-conceived multi-faced tax system 
would also render the task of achieving equity in taxa¬ 
tion easier. 

While pleading for broadening the base of the tax 
structure it is not our intention to suggest that new 
taxes should be imposed in addition to the existing ones. 
All that is desired to be emphasised is that the pinch and 
uncertainties of some of the existing taxes be reduced 
by resorting to fresh taxes to be imposed on those who 
do not now contribute enough to the revenues of the 
State, although they have the ability to do so. The distri¬ 
bution of the tax burdens in this fashion will bring more 
money to the Government without in any way affecting 
the propensity to save and invest. It is also a fact that 
the revenues of the Government of India have been grow¬ 
ing faster than the revenues of the States. This is due 


Lastly, in any discussion of this nature, the basic fact 
that fiscal theories should be attuned to certain funda¬ 
mental issues should be kept in view. For India, these 
issues are clear and conclusive, viz., the urgency ol 
accelerating the pace of our economic progress under the 
given democratic set-up and the role of private capital 
and enterprise in stimulating the tempo of our economic 
progress. No fiscal policy that may tend to retard this 
progress by operating as a dead-weight on the natural 
growth of a balanced economy should be adopted by the 
Government. On the other hand, the minds of our 
people should also be prepared to submit to taxes of any 
reasonable amount and variety so as to enable the 
Government to discharge its obligations as a Welfare 
State to which we are now wedded. 

The above analysis is based on the assumption that 
much of our present misfortunate is due to poverty which 
can be greatly reduced by planned production and con¬ 
sumption of wealth. There are some persons, however, 
who would attribute the backwardness of the country 
mainly to the concentration of wealth in a few hands and 
the inequalities resulting therefrom. If this view is 
accepted, the emphasis should be on the reduction of in¬ 
equalities rather than on the increase of wealth. This 
approach, in our opinion, seems to be wrong. The num¬ 
ber of the so-called rich persons in this country is so 
small compared to the number of the poor that even 
if the wealth of the former is distributed among the 
latter, the increase in the level of income per capita 
would not be at all substantial. We know, for instance, 
that only 8.5 lakh people out of a total population of 
36 crores pay income-tax. Assuming that those who do 
not pay income-tax are poor, we may reasonably infer 
that only .25 per cent of the total population is rich. If 
the aggregate income of this .25 per cent is distributed 
equally among the sector constituting 99.75 per cent, the 
gain of the latter will be very small indeed. On the other 
hand, the effects of fiscal measures which may be adopted 
to secure this end may well be disastrous to trade and 
industry. Therefore, as we have said m one Of the 
preceding paragraphs, the present stage of economic 
development & this country demands concentration of 
efforts on steps which would stimulate increased eco¬ 
nomic and industrial activity in the country leading to 
all-round increase in income of all sections of the society, 
and, with it, the living standard of the people. As soon 
as the country becomes prosperous and the people have 
enough to eat and drink, the cry for equitable distribu¬ 
tion of wealth will automatically lose much of its force. 

Question No. 2 . 

This question has been discussed at length by the 
theoratical Economists and some of the criteria suggested 
by them are given below: 

(i) "The Cost of Service ” Theory.—According to it, the 
basis of tax payment is the services of the State to the 
individual. Proceeding on the anology of individual deal¬ 
ings, it argues that just as to be fair in his transactions 
the seller ought not to charge the buyer anything above 
the cost price of the commodity or the service, so to 
achieve justice in taxation, the State must take from 
every subject by way of taxation the cost of its services 
to him. This theory attracts us at first sight both because 
of its apparent simplicity and its conformity with the 
practices of a commercial age. But. its application is 
frought with the gravest difficulties. In the first place 
many State services, especially the security services, are 
so general, that it is impossible to ascribe specific costs 
to individuals. Secondly, a modern State has to undertake 
more expenses on behalf of the aged, the weak, the 
children and the women. Therefore the principle of charg¬ 
ing according to cost will lead us to regressive and un¬ 
equal taxation. Under it the weak will be punished and 
the rich will contribute much less than they should. This 
does not mean that the principle of cost of service is 
perfectly useless. In certain cases, as for instance extra 
taxes in specially pressure zones, this principle is rightly 
observed. This rule is also widely obeyed in fixing 
charges for the services of the commercial departments 
run by the States. 

(ii) Benefit Principle or “Give and Take’’ Theory .— 
This is often greatly misunderstood and misrepresented 
by those who say that the amount of taxation imposed 
on an individual must equal the value of the benefits he 
receives from the services of the State. The worth of 
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State services to an individual is incalculable. Even the 
lowliest among us enjoy a considerable consumer’s sur¬ 
plus in their relations with the State. What the theory 
really implies is that the total tax burden should be so 
distributed among the citizens that each of them pays 
that proportion of the total State expenses which his 
benefits bear to total benefits. 

The basis of the theory is wrong and incompatible' 
with modern ideas. The advantages that a person derives 
from the police State are not confined to the revenues 
which he enjoys under it. They also include the much 
more valuable protection of the person and the invalu¬ 
able cultural life made possible by the- existence of the 
State. Moreover, the advantages of free cultural facilities 
like education, museums, libraries, exhibitions, etc., 
accrue only to those who are capable of benefiting by 
them. The extent of the advantages varies widely even 
among those few and is again a question of individual 
capacity, industry and luck. Many of these benefits are 
purely psychological and are not reflected in any increase 
of earning power. The task of apply the benefit theory 
in this sphere has, therefore, to be given up as hopeless. 
Of course, there are certain social services whose benefits 
to particular individuals can be easily ascertained e.g. 
with regard to the Old Age Pensions or unemployment 
allowance etc., there can be no difficulty in measuring 
the advantages to any individual. But to think of the 
application of the theory here will appear funny. 

The benefit theory, though inadmissible into the entire 
field of taxation, finds its just application in case of 
some taxes e.g. where the actions of the State benefit a 
particular section of the people, the State is justified in 
charging the individual benefited the full value of its 


to reduce the discomfort, the misery and the sacrifice 
imposed by taxation to a minimum. The purpose of the 
State is to maximise the aggregate welfare of the people. 
Since tax measures cannot further well-being in any 
way, the least they can do is to cause the least incon¬ 
venience. This requires that the marginal sacrifices borne 
by all tax-payers should be equal. Assuming that the 
relation between wealth and welfare is uniform for all 
tax-payers, this would demand that the higher grades of 
income should be so lopped off as to reduce them to the 
level of the lower ones before the latter are touched. 
The only snag would be that the application of this 
proposal will have a very adverse effect on production. 
The hope of financial gain is the most powerful incentive 
for work. For the maximisation of the National dividend, 
it is absolutely essential that every additional dose of 
effort must have some remuneration. To deny this record 
will be to sap the most important root of wealth. The tax 
system must, therefore, leave the higher incomes higher. 
Of course, it is very difficult to say exactly how much 
inequality will produce the best result. Even from the 
point of view of the desire and ability to save, some sort 
of inequality is desirable. Most of the savings in our 
present society are automatic, made by the rich because 
of the excess of their incomes over their customary 
standard of life. If their earnings are reduced it will be 
their savings not their expenditure, that will have to 
bear the brunt of reduction. The people benefited under 
the tax system are more likely to spend excess of their 
income rather than save it. Thus, any taxation leading 
to less inequality will affect the supply of capital adverse¬ 
ly. Of "course, the amount of capital saved by companies 
are the result of entirely different considerations and are 
less liable to decrease with decreases in equality. 


benefits. This principle is particularly suitable for local 
taxation. Most of the services the local bodies render are 
economic in character and can be exactly measured. 
The services are rendered and charged for according to 
the benefit principle. 

(iii) Ability Theory of Taxation .—It commands the 
greatest measure of agreement today. It lays down that 
each person should contribute to the State coffers in 
proportion to his ability. Though a part of its great 
appeal is due to the pleasant vagueness of the word 
“ability” and the consequent possibility of attaching 
many meanings to it, much of it stands on more solid 
ground. Ability is the ideal ethical basis of taxation and 
fits in so well with the modern conception of the State 
that it commands spontaneous and almost universal 
allegiance. 

This theory can be studied both in relation to produc¬ 
tion and on the definition of faculty as the native or 
acquired power of production. While the native power 
varies with individuals, the acquired power increases 
with an increase in the amount of property or income. 
In simple language, it means that the State should take 
into account the greater opportunity to make more money 
that riches confer on an individual. Hence the correct 
tax system should imply a progressive tax on property 
or income. While accepting the fundamental assumptions 
underlining the theory, it cannot be denied that it has 
little application in practice because it lays down no 
quantitative measure. It hints at the necessity of some 
progression in the tax system but as to the degree of 
progression we ought to achieve, it furnished no clue. 
The element of potential faculty being immeasurable, 
this must necessarily be so. 

Viewed from the consumption side the ability theory 
leads us to the conception of sacrifice. Ability, in its 
fullest sense, includes not only the power of production 
but also the capacity of enjoying its consequences. The 
essence of the sacrifice theory is that all taxation, since 
it means deprivation of money, involves some sacrifice. 
The idea of sacrifice, however, connotes something nega¬ 
tive i.e. something wrested under compulsion. It, there¬ 
fore, does not fit in with the modern positive concept 
of the State. Nevertheless, it cannot be completely abon- 
doned, because it is so far the only means of imparting 
justice to the tax system. 

The problem of justice is really the problem of equat¬ 
ing sacrifices and is achieved by taking into considera¬ 
tion the marginal utility of money to different persons. 

Having accepted sacrifice (based on the marginal 
utility of money) as a correct measure of ability, we shall 
still have to decide whether equal sacrifice or minimum 
sacrifice will serve our purpose. If we accept the former 
(equal sacrifice), the money burden of taxation should 
be so distributed that the real burden on tax-payers is 
equal. In other words, the Government should take more 
in the form of tax from those who have more money and 
less from those who have less of it. The actual rate of 
increase in taxation will depend on an assumed rate of 
diminution in the marginal utility of money. On the 
other hand, if we adopt minimum sacrifice as the basis of 
taxation, the tax system will have to be so devised es 
54—2 T. E, Cow./SS 


It must be noted that the principle of minimum sacri¬ 
fice is only a corollary from the principle of the realisa¬ 
tion of the greatest good of the greatest number. Where 
the two seem to be in conflict, the second must prevail. 
Prohibitive rate on intoxicants, a tariff policy with a 
view to future rapid industrial developments and other 
such measures designed to promote collective welfare 
can be justified even when they violate the least sacri¬ 
fice principle. There is also the question of administra¬ 
tive practicability. An excellant and ideally just tax 
system, if incapable of enforcement, may lead not only 
to public irritation and ill-feeling but may even defeat 
its own aim. On the contrary, measures looking less 
just but capable of being properly administered will 
prove juster in the end. 

Having regard to the considerations set out above, it 
is extremely difficult to prescribe a system of taxation 
which will be equitable in theory and practice. The best 
way is to proceed by a method of trial and error, a bold¬ 
ness in experimentation, combined with the scientific 
spirit of watching carefully and improving readily accord¬ 
ing to the needs of the country at different times. 

While there is little agreement in regard to the inter¬ 
pretation of the principle of equi-marginal sacrifice, 
which is universally accepted as the basis of taxation, 
there is no difference of opinion about the fact that 
every tax system must have the following three features: 

(1) A certain minimum income required essential for 
sustence should be exempted from taxation. This princi¬ 
ple can be translated into practice by imposing indirect 
taxes on articles of luxury only. Unfortunately many 
indirect taxes levied at present (such as the Sales Tax, 
Octroi duties etc.) seem to lose sight of this fact. 

(2) The windfall or unearned incomes should be taxes 
as highly as possible. Even when they accrue to the 
poorer classes, their deprivation will mean little pain and 
no injustice because they are always unexpected and 
undeserved. It is a pity that these incomes are not 
properly covered by the Indian Income Tax Act. 

(3) The rates of taxation should be steeply graduated, 
the exact rate of progression being evolved by the pro¬ 
cess of trial and error in a way that the propensity to 
save and invest is not unduly affected. In this respect 
also the Income-Tax rates are capable of much improve¬ 
ment. 

The present system of taxation in India is undoubtedly 
the product of the method of trial and error suggested 
above. It has, however, developed certain features which 
make it look rather inequitable. According to the esti¬ 
mates prepared by the Planning Commission about 28% 
of the total tax revenue comes from direct taxation 
which directly affects only about half of one per Cent of 
the working force in the country. Another 17 per cent 
is accounted for by import duties, a considerable part 
of which is derived from taxation of commodities like 
motor vehicles, motor spirit and oils, high quality 
tobacco, silk and silk manufactures, liquors and wines 
etc., which affect but a relatively small section of the 
population. A large proportion of the excise duties cm 
tobacco and doth, which .yield shout 8 >r c «t “ 
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the total tax revenue, is also probably paid by a limited 
number of consumers who use the better yarieties. Given 
the structure of incomes in the country it is of course 
inevitable that the coverage of direct taxation should 
be narrow; it is also right that an element of progression 
should be introduced through higher taxes on commodi¬ 
ties, which relatively to the general pattern of consump¬ 
tion of the community may be regarded as luxuries. In 
fact, ways and means for raising the revenue from these 
sources must be constantly explored. But if as much as 
one-third or more of total tax revenue is derived from 
certain limited strata of society, it implies that the 
burden of taxation spread over the rest of the community 
is correspondingly higher and that relatively small in¬ 
creases in the rates of taxation on the latter will help 
to add significantly to total tax revenue. It might also 
be remembered that, on the whole, the burden of taxes 
on the poor is much more than on the rich and even 
among the rich classes the concessions made during 
recent years have benefited the highest income groups 
and people whose incomes range between Es. 10,000 and 
Rs. 15,000 have had no substantial relief, in spite of the 
absence of any personal or dependents’ allowances and 
the fact that they cannot evade income-tax by the 
methods open to business men of higher incomes. The 
Taxation Enquiry Committee of 1924-25 calculated the 
burden of taxation borne by different classes of people 
in the community. The present Commission should also 
investigate the same matter in greater details and should 
try to take the lead off the shoulders of those who are 
groaning under it and put it on the persons who have so 
far escaped with a comparatively lighter burden. 

Question No. 3. 

The Indian Tax system, in our opinion, does not con¬ 
form strictly to the ability principle. Just to take a few 
examples, we find that during the last few years, the 
high prices of agricultural products and higher wages 
have increased the income of the cultivators and the 
industrial workers relatively more than that of persons 
belonging to what is termed the “middle class”. The 
burden of the increased direct and indirect taxation has 
fallen to a much greater extent on this “middle class” 
than on the cultivators and industrial workers, thereby 
violating the principle of ability to pay. It has been 
calculated that a person belonging to the so called 
“middle class” spends 18 to 20 per cent of his income to 
meet the bills of the Central and the State Governments. 
This shows a high degree of taxation which is sufficient 
to break the back of the “middle class”, the backbone 
of the Nation. Likewise, it has been estimated that the 
incidence of taxation of urban population is nearly two- 
thirds and on the rural population one-third of the total. 
If there is any truth in these estimates, they show a 
serious defect in the tax structure of the country. It is 
very desirable that the tax burdens should be redistri¬ 
buted according to the principle of contemporary equi¬ 
marginal sacrifice. It would not be right to make any 
off-hand suggestions in this respect. The Commission 
should try to find out the exact nature of burdens borne 
by different types of people and see how the necessary 
adjustments can be brought about. A similar task was 
performed by the Committee of 1924-25, but, in view 
of the shift in national incomes and the enormous in¬ 
crease of taxation during and after the war, their findings 
have become stale. 

Question No. 4. 

As pointed out in answers to questions Nos. 1, 2 and 
3 above, the present system of taxation in India is 
not just in the sense that the taxes paid by different 
persons are not related to their taxable capacity. This 
is so because the Central and the State Governments in 
India have not followed any systematic and rational 
policy of taxation. They have often followed the line 
of least resistence on the model of trial and error. This 
has resulted in a lop-sided tax system and a very high 
bufden on' the urban consumer who is the least organised 
member of society and a comparatively higher one on the 
new wealthy class which has sprung up during and 
after the Second World War. Moreover, the black- 
marketeers and the profiteers have escaped their share 
of taxation as the Government could not locate them. 
The tax-evaders have escaped taxation because the 
defective Government machinery could not catch them. 
On the other hand, the honest citizens who have not 
concealed their incomes, the consumers who are not pro¬ 
perly organised, and certain sections of industry which 
are scrupulously honest, have suffered undue hardships. It 
is doubtful if the Taxation Enquiry Commission would 
be able to estimate the extent of loss of revenue due to 
the anti-social elements but they should certainly recom¬ 
mend suitable measures for tightening up of the ad¬ 
ministrative machinery so that further leakage of 
revenue through illegal means might become well-nigh 
impossible. 

Question No. 5. 

In one of his Budget speaches, India’s Finance Minister, 
Mr. Chintaman Deshmukh, pointed Out that the propor¬ 
tion of taxation to the total National income was only 


7 per cent in India as against 9.5 per cent in the Philip¬ 
pines, 14.4 per cent in Brazil, 15.5 per cent in Cuba, 16 
per cent in Egypt and 21.5 per cent in Ceylon. His impli¬ 
cation was that there is still some scope for increasing 
the level of taxation in India. Considering that accord¬ 
ing to Mr. Colin Clark 25 per cent of the National 
Income is the ceiling of the taxable capacity of a Nation 
in normal years, the percentage contributed by the 
people of India at present will appear to be very small. 
The conclusion, however, does not appear to be quite 
justified. Mr. Clark’s estimate was really intended for 
highly developed industrial countries and not for a back¬ 
ward country like India. In this country, a vast majority 
of people get a small income and they are compelled 
to consume most, if not all of it, and their propensity 
to save is almost nil. It is only a small section of the 
people who save some part of their income and have 
the ability to pay direct taxes. This very considerably 
reduces the limit of taxable capacity of the people in 
real terms has been considerably reduced by the high 
level of prices as is evident from the rising tempo of 
unemployment, persistent inflation, high point budget 
deficits and deficits in the balance Of payments. 

This Government is, therefore, unable to suggest 
further increase in tax burdens except, perhaps, in 
respect of Estate Duty and the Salt Tax. The Estate Duty 
has just been accepted as a new source of income by 
the Central Legislature and this Government fully 
endorses the decision. For reasons given in Q. No. 124, 
we would also like the Salt Tax to be re-imposed. This 
Government would also wish the burdens of existing 
taxes to be more evenly distributed so that the classes 
that have already suffered get sufficient inducement for 
saving and investment. 


Question No. 6. 

The proportion of direct and indirect taxes in the 
Indian tax structure is indicated below : — 



1938-39 

1948-49 

1949-50 

1950-51 

1951-52 

1952-53 

1 953-54 

Direct 

22.9 

50-2 

45 'i 

42*8 

38*6 

39-6 

37*6 

Taxes 

Indirect 

Taxes 

77 " 1 

488 

54*9 

47*2 

61.4 

60 '4 

62*4 


It is clear that before the Second World War the 
Central Government depended largely on commodity 
taxation for the bulk of its tax-revenue. To-day more 
reliance is being placed on direct taxes and the addition 
of the Estate Duty to the tax structure of the country 
confirms this belief. As a result of this shift in the 
relative importance of commodity taxes and of income- 
tax, the regressiveness of the former may be said to have 
considerably toned down. It is interesting to note in 
this connection that a similar tendency is visible in other 
important countries of the world. 


U.S.A. 

53 

47 

86 

14 

U.K. . 

55 

45 

63 

37 

Canada 

33 

67 

63 

37 

Australia 

. 22 

78 

66 

34 


Comparing these figures with those of India one 
might easily argue that since the bulk of revenues m 
India is still derived from indirect taxes, her case is not 
on all fours with other countries. This argument will 
lose force if it is remembered that India differs from 
other countries in being still predominently agricultural. 
Therefore, the scope for direct taxation is not very great. 
Moreover, one must not forget another great advantage 
which the Custom Duties, by far the largest source of 
indirect taxation, have conferred upon this country. They 
have helped the local industry to prosper and have there¬ 
by led to an increase in the yield of other taxes such as 
income-tax, railway freight and fares, excise duties, etc. 
So long as we adopt a protectionist policy, the pre¬ 
ponderance of custom duties in the revenue system 
cannot be over-shadowed. Similarly, excise duties, which 
contribute so much to provincial revenues, have tended 
to discourage the consumption of articles which public 
opinion regards as injurious to the health and morals of 
the community. 

The National Planning Committee, emphasising the 
need of Direct Taxes, expressed the view that “If 
Democracy would like to be real and effective, it must 
prefer Direct Taxation as then only will be citizen be¬ 
come fully conscious of the burdens of-modern Govern¬ 
ment and exercise his vote, the symbol of his sovereign 
authority, more intelligently than is commonly the case . 


1938-39 '949-50 

Direct Indirect Direct Indirect 
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Opinions like this, which are incidentally based more 
on politicial than on economic considerations, have a 
tendency to suppress the grave dangers which might 
arise from an indiscriminate use of income-tax as a 
source of taxation. In a private enterprise economy, a 
progressive income-tax has a tendency to weaken the 
inducement to invest since it narrows the difference bet¬ 
ween the prospective rate of profit and the cost of invest¬ 
ment. It discourage more particularly the risky types of 
investment because if such an investment is successful 
the State will take a larger share than it would take on 
the smaller but more certain income from a safer invest¬ 
ment. Death Duties also have a tendency to discourage 
thrift and usually lead to the dissipation or resources 
which could otherwise have been used for creative pur¬ 
poses. 

As we have said so aften before, the tax system must 
be such as will stimulate industrial development, afford 
incentives for expansion and for the adoption of new 
methods of production. Industrial expansion usually 
takes place out of accumulated reserves and it is, there¬ 
fore, suggested that if the yield of direct taxes is intended 
to be increased, a diflferenciation must be made between 
distributable profits which are individual income and 
undistributed profits ploughed back to reserve which 
constitute industrial capital. While a high rate of taxa¬ 
tion may be imposed on the former to tone down in¬ 
equalities in income distribution, a lower rate of taxation 
may be imposed on the latter to conserve industrial 
capital for future expansion. 

We have, however, expressed the view that income-tax 
has almost been stressed to the uttermost. In that case 
greater reliance may have to be placed on indirect 
taxation. Should that necessity ever arise, more taxes 
should be levied on articles of comfort and luxury only 
to avoid the charge of regressiveness. In a properly con¬ 
trolled economy this kind of commodity taxation should 
release small savings for development purposes. 

Question No. 7. 

So far as the Central Government is concerned the 
Non-Tax Revenue is insignificant and there is not much 
scope for increase unless the principal industries of the 
country are nationalised. The same appears to be the 
position of Parts A and B States. The position of the 
Part C States is slightly different. Non-tax sources in 
these States occupy a fairly important place and there 
is considerable scope for improvement provided the 
targets relating to forests, irrigation and electricity 'are 
hit within the prescribed period. 

Question No. 8. 

This view seems to be in conformity with the practice 
followed by this Government. The revenues of Part C 
States are so small that they cannot afford to ear-mark 
any portion of it for any specific purpose. Of course, as 
State sponsored industires increase and prosper, the 
desirability of seggregating their finances from the 
general revenues may be considered. 

So far as the Central undertakings such as railways 
are concerned, it is perhaps desirable to allocate the 
receipts from such sources for developing those enter¬ 
prises only. 

Question No. 9. 

This Government imposes cesses on land revenue only. 
The rates are given in answer to Q. No. 11 in Memo¬ 
randum III (Note on Land Revenue). 

There seems to be no harm in imposing special cesses 
for. specific purposes. On the contrary, such impositions 
may sometimes produce very good results. For instance, 
it may not be possible for the Government of small 
States to transfers land revenue completely to the local 
bodies but if the latter are allowed to levy cesses on land 
much improvement in their financial position may be 
brought about. The cess recently imposed by the Govern¬ 
ment of India on the textile industry with a view to 
protecting the hand-loom industry is another good 
example in point. But while imposing these cesses the 
taxable capacity of the person or industry, as the case 
may be, must be invariably borne in mind. A cess impos¬ 
ed without regard to this consideration can only dis¬ 
courage saving and depress the rate of investments. 

Question No. 10. 

Figures relating to the important commercial and 
industrial undertakings of this State have been supplied 
separately. 

Thy only undertaking for which this Government can 
take full credit is the Nationalised Transport Company 
which has developed so much within such a short period 
and makes such a welcome contribution to the revenues 


of the State. The number of such undertakings can be 
multiplied in this State as elsewhere provided the over¬ 
all financial position allows the deversion of funds for 
such purposes. 

Government enterprises have, however, come in for 
much criticism on account of their high administrative 
costs and the high rates for goods and services they 
aften charge. No enterprise should be sponsored by the 
Government unless it can be run on strictly commercial 
and competitive lines. If this condition cannot be 
guaranteed it is best to leave the enterprise to a private 
joint-stock company or a business corporation which 
might have the Government as one of its active partners. 

Question No. 11. 

In this State, the net surplus accruing from State 
undertakings is credited to general revenues. It cannot 
be otherwise because every penny that is available is 
required for the discharge of its obligations as a welfare 
State. 

As the number of such undertakings increases or when 
the financial position of the State improves it would 
perhaps be desirable to plough back a certain portion 
of the profit in the industry itself, after making a fixed 
contribution to the State, as in the case of railways. 

Question No. 12. 

(i) Income; and 

(ii) rural or urban residence. 

Question No. 13. 

No. 

* (a) Please see replies to Questions Nos. 2 and 3 ante. 

(b) The per capita taxation in the nine Part A States 
of India is as follows : — 


Bombay . 

. Rs. 

12 

12 

10 

(Rs. 

10 

0 

9 ) 

West Bengal 

. Rs. 

II 

10 

i 

(Rs. 

6 

5 

9 ) 

Madras . 

. Rs. 

7 

12 

6 

(Rs. 

6 

5 

«) 

Madhya Pradesh 

. Rs. 

7 

8 

ii 

(Rs. 

6 

4 

«) 

Assam 

. Rs. 

7 

7 

4 

(Rs. 

5 

9 

°) 

Punjab . 

. Rs. 

7 

i 

4 

(Rs. 

5 

14 

«) 

Uttar Pradesh . 

. Rs. 

7 

i 

4 

(Rs. 

5 

13 

i) 

Bihar 

. Rs. 

5 

3 

10 

(Rs. 

4 

12 

4 ) 

Orissa 

. Rs. 

4 

*5 

i 

(Rs. 

3 

12 

8 ) 


N.B.—Figure* in brackets represent per capita taxation exclusive of State ihare 
Centrally collected taxes. 


Question No. 11. 

Yes; trends have been indicated in Qs. Nos., 2 and 3. 
Extent is a matter of detailed study and investigation 
and it is expected that the Taxation Enquiry Commis¬ 
sion would throw authentic light on the subject. 

Question No. 15. 

We are not aware of it. 


Question No. 16. 

Some people are in the habit of linking the idea of 
taxable capacity with the nature of public expenditure. 
They justify the high level of taxation in Great Britain 
on the ground that a large proportion of public income 
is devoted to social security. They decry the expenditure 
of the Government of India because the major portion 
is absorbed by the Defence Services, Debt Services and 
Civil Administration, all of which are uproductive. This 
criticism is valid so long as it suggests that there is 
much scope for economy in respect of these items. But 
any idea that taxes, which are not ploughed back to 
any emeliorative purpose for the good' of the people in 
terns of concrete material benefit and economic ad¬ 
vantages have no social or moral justification whatever. 
It must be clearly remembered that there is a' consider¬ 
able difference between Government and business 
finance in their respective operational aspects. A busi¬ 
ness man takes into consideration the need and advis¬ 
ability of expenditure almost exclusively in terms of its 
income-bearing capacity, while Government expenditure 
is designed to promote general welfare where no direct 
or immediate return in terms of revenue is assured. Even 
though Government may spend to support the economy 
and to promote business prosperity, the increment of 
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National income thus created does not go into Govern¬ 
ment coffers unless, of course, it is pumped out by the 
Government in the shape of tax from the individual. So, 
what the Government is called upon to do, is to finance 
improvements of a general nature and activities for 
which financial return is uncertain or long delayed. 
Taxation from this point of view, does not yield itself 
to an appraisal entirely by a commercial yard-stick as 
other important considerations of political, social or even 
moral significance may be evolved. For an underdevloped 
country like India, committed to an accelerated pace of 
economic progress, carefully determined by a compre¬ 
hensive plan of National reconstruction, while the 
requirements of to-morrow must be as important as the 
exigencies of to-day as determining factors, the justi¬ 
fiability or otherwise of any taxation measure must 
essentially depend on whether they are basically consis¬ 
tent with or conductive to the attainment of the funda¬ 
mental objective of integrated progress. 

Judging by these standards, the burden of Indian Taxa¬ 
tion cannot be regarded as oppresive just because the 
Government expenditure does hot lead to an increase in 
immediate tangible benefits. True that the defence 
expenditure eats up almost a half of the total revenue 
of the Government of India, but this cannot be helped 
in the present state of world tension in general and the 
Indo-Pakistan relations in particular. Moreover, the army 
in India has been nationalised. The items of their pay 
and allowances and expenditure on their clothing, food 
or housing remain within the country itself. It is, no 
more than so much redistribution of the country’s wealth. 
Similarly, in pre-Independence days it was habitual for 
the people to complain about the burden of taxation in 
view of the fact that much of the income was spent on 
interest charges. Things are very different to-day. Taking 
the total indebtedness of the Central and Provincial 
Governments at Rs. 3,000 crores, the ratio of the debt 
is half the total national income of the Union at t,he 
present price level. The interest charge on account of 
this debit is about tenth of the total Central and pro¬ 
vincial revenues under existing conditions. Considering 
also that much of this money has been borrowed for 
profit-yielding activities such as the railways, canals, 
post offices, etc., the burden of debt and the incidence of 
interest on that account cannpt be said to be excessive. 

Question No. 19. 

In our opinion, alternative (a) namely economy and 
rationalisation in expenditure is the greatest need of the 
hour. A number of committees have proved that much 
of Government money is not properly spent. They have 
also suggested various means by which waste may be 
avoided but very little attention seems to have been paid 
to this aspect of the matter. What is true of the normal 
expenditure of the Government, applies with equal force 
to Government expenditure on development projects and 
welfare schemes. These are, no doubt, vital for the 
economic progress of the country, but even this expendi¬ 
ture will have to be reduced to manageable limits. 

In a recent speech the Finance Minister explained that, 
if additional money for financing development projects 
could not be raised by loans, it should be raised by 
additional taxation. As the level of taxation in India 
is already high, this policy in our opinion will prove 
suicidal. It will increase the costs of production of indus¬ 
try further, thereby reducing production and intensifying 
inflation. It will discourage savings and retard the process 
of capital formation thereby making the task of develop¬ 
ing the economic system more difficult. If the additional 
taxation to finance development imposes an unbearable 
burden on the economic system, the advantage which 
might flow from such development would not be worth¬ 
while. Thus, in our opinion alternatives (c) and (d) 
should be practicably ruled out except in so far as they 
may be employed to spread out the tax burdens a little 
more evenly. Alternative (e) has practically no scope for 
expansion in the immediate future. Alternative (b) has, 
however, great potentialities. It has been pointed out 
already that a number of blackmarketeers and profiteers 
have successfully evaded payment of taxes. Of course, 
it is difficult to estimate the extent of loss through such 
illegal means but if the findings of the Income Tax 
Investigation Tribunal can be said to show the way, 
it will not be wrong to infer that the Government loss 
must be stupendous. In order to maximise its resources 
the Government will do well to tighten the tax-adminis¬ 
tration in such a manner that avoidance and evasion of 
taxes are made well-nigh impossible. 

Question No. 20. 

The public sector can be developed in various ways 
but, in a private enterprise economy, it must largely 
depend on the finances provided by the public sector in 
the form of current taxation. Therefore, unless the 
Government can wangle substantial foreign aid, it would 
be in the interest of the industries in the public sector 
to accelerate the growth of industries in the private 
sector. 


The Plan envisages an expenditure of Rs. 600 crores 
for the development of industries in the private sector. 
Considering that during the War and after the total 
paid up capital of the entire corporate sector increased 
by about Rs. 200 crores only, it would be difficult, if not 
impossible, for the private sector to find three times this 
amount now for expansion and renovation unless some 
positive action is taken to encourage individuals and 
corporations to save money by giving various reliefs in 
taxes. 

Moreover, we know that many industries have already 
hit the targets fixed for them in the Plan. They are 
capable of further expansion provided they are sure 
that there will be a demand for their products. Hence, 
the question of industrial expansion is inevitably linked 
up with the existence of adequate purchasing power with 
the people. Unfortunately today the purchasing power 
has been distributed in a manner which makes it impossi¬ 
ble for existing production to be fully consumed. 
Apparently there are th^ee main causes for this mal¬ 
distribution. In the first place, increase in the price of 
grains (consequent on the abolition of food subsidies) 
has prevented urban populations from maintaining their 
consumption of food-grains as well as other goods. 
Secondly, the incomes disbursed by increased production 
in the last two years have not fallen into the hands of 
persons who could consume that increased production. 
Thirdly, there has been, by a mal-adjustment of the 
rate of investment in the Plan and the saving habits of 
the people, a withdrawal of purchasing power from the 
people by higher prices. 

The burden of taxation on some industries seems to 
be so high that it leaves little margin of profits. The 
remedies for this situation are clear. The level of profits 
in the private sector should be allowed to rise, and it 
can rise only if the cost of living is held and the cost of 
production is also held at the same time as purchasing 
power is placed back with the people. In simple language, 
nothing should be done during the course of the Plan 
which will increase the cost structure of industries in 
the private sector. The Government will get more income 
(in the form of taxes) from a few flourishing industries 
than a large number of industries struggling for exis¬ 
tence. 

It may also be pointed out in this connection that the 
rapid development of industries in the private sector 
has been greatly impeded on account of the lack of 
transport facilities. We have hardly any river transport 
worth the name. We have nearly killed the road trans¬ 
port by means of heavy multiple taxation. The carrying 
capacity of the railways has not shown any appreciable 
sign of increase. Likewise, the basis of expansion of our 
future industrial production is steel and without it we 
will never be able to make any progress. A country 
like U.S.A. uses 1,300 lbs. of steel per capita per annum. 
It is a country which is far more developed than any 
other country in the world. If that country needs, after 
so many years of development, this much steel per capita, 
it is preposterous to imagine that we shall manage with 
10 lbs. or 12 lbs of steel per capita. Thus, so far as we 
can see, transport and steel are going to be the two 
great impediments in the way of the industrial expan¬ 
sion in this country and it would be desirable to give 
these matters top-most priority. 

Question No. 21. 

Capital formation in a country depends upon the rate 
of saving as well as the extent to which the savings 
are invested. The tax policy can go a long way in influen- 
ing both the willingness and the ability to save as well 
as the desire to invest. For instance, if a tax oolicy tends 
to create inflationary conditions, the cost of living in¬ 
creases, leaving little margin for savings. A deflationary 
policy, on the other hand, leaves greater purchasing 
power with the people and if the taxes are properly 
planned so as to discourage indulgence in luxuries, there 
is every reason to hope that the unspent incomes (due 
to low level of prices) will find their way into invest¬ 
ments. Similarly, investments are governed by considera¬ 
tions of safety as well as profit-making. If a tax policy 
threatens to reduce the margin of profit from investments 
to a low figure, the wealth will be hoarded and not 
invested. On the contrary, if the tax policy does not 
destroy the profit motive or discourage accumulation of 
reserves and their re-investment into industry,.the rate 
of capital formation will steadily increase. Hence the 
Government should so readjust its taxation oolicy as to 
leave enough purchasing power with the people and to 
make it attractive for them to put their savings in pro¬ 
ductive investments. 

Question No. 22. 

A celebrated economist has defined capital formation 
in the following words: 

“Capital formation itself is a term which covers a 
multitude of economic processes' and has many facets 
and meanings. It may mean the process of accumulating 
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savings funds. It may mean the process of utilising such 
funds in new construction, in maintaining and expanding 
producers’ durable equipment, in the enlargement of 
inventories or in net foreign investment. Thus, in a 
monetary sense, it means the funds themselves; in a 
physical sense, it means new construction, the main¬ 
tenance and enlargement of producer’s durable equip¬ 
ment, additions to inventories, and the net flow of goods 
abroad.” 

In view of above, it is very difficult to make any 
commitment either way. Besides, conditions in India 
before the second world war were quite different from 
what they are today. Hence any comparison of the two 
periods would be both unfair as well as misleading. 
Taking the post-war years into consideration and looking 
at the figures of the post-office saving banks deposits, 
new premium income of insurance companies, the num¬ 
ber of new capital issues and the aggregate amount 
involved as well as the increase in the paid up capital 
of joint stock companies, one cannot help coming to the 
conclusion that there has been a visible decline in the 
rates of national savings and investments in the country 
during the last feW years. 

There are many causes for this fall in the rate of 
capital formation. It was probably inevitable that the 
partition of the country, the elimination of the princely 
order, the abolition of Zamindari and the shift of income 
to the cultivators, labourers and a certain section of the 
middle class which is not accustomed to saving money, 
should bring about a dislocation. The real danger is 
that the dislocation has continued too long. It is neces¬ 
sary to devise methods of inducing this newly rich class 
to save more and to induce it to place the savings at the 
disposal of the capital market. 

The investment institutions in our country have been 
organised on the basis of big savings made by a small 
section of the population. In the future the emphasis 
will have to be shifted to collect small savings of a large 
number of people. The total sum of these small savings 
will be of a sizable amount and would justify the effort. 

Question No. 23. 

Yes; provided such tax reliefs are also accompanied 
by taxation of luxuries. 

Question No. 24. 

The Planning Commission’s expectation that fifty 
per cent of the additional national income accruing every 
year after 1956-57 will be routed to saving can be realised 
only if the tax system could be so arranged that public 
revenue is raised as saving and spent as investment, with 
equity as between different sections of the population 
from the very beginning of the neriod so that the 
cumulative process has time to work itself out. 


Question No. 26. 

. The efficiency of the productive system depends upon 
its cost and price structures. If the tax system does not 
lead to an unnecessary increase in the cost of production, 
the prices can be kept well within the means of an 
average customer. If on the other hand, the tax tends 
to raise the cost of production to such an extent that 
consumption is discouraged, industry would not be in a 
position to derive full advantage of increasing returns.' 

In the same manner, tax policy can stimulate or kill 
the profit motive and thereby lead to the expansion or 
destruction of the industry. 

The Indian tax system of today is defective not only 
because some of the taxes press heavily on the industry 
but also because the same item is often the subject of 
taxation by numerous authorities whose rates of levy 
differ from place to place. The taxation on motor vehicles 
is an example in point. There are similar complaints 
about the sales-tax and octroi duties. The Taxation 
Enquiry Commission would render a really valuable 
service to the country if they would evolve a simole and 
a properly integrated system which wifi be fair to all 
parties concerned. 

Question No. 29. 

■ Public finance, direct control and monetary manage¬ 
ment as methods of implementing policy are very closely 
related to each other. In practice they can often be made 
to supplement or support each other, e.g .’ in war time 
subsides on essential foods are backed by rationing. The 
connection between public finance and monetary policy 
is particularly close because they both impinge on mone¬ 
tary institutions, especially in the capital market. In spite 
of this close relationship, the scope of the two methods of 
implementing policy is quite distinct; for monetary policy 
influence on the capital market and on monetary insti¬ 
tutions is the purpose,of policy, while it is the result of 
public finance. 


Of these three methods, public finance appears to be 
the most powerful and generally useful where it can be 
properly applied. On the one hand, in normal times the 
scope for direct controls cannot be large without a 
danger of violating essential liberties; on the other, fiscal 
policy has the advantage over monetary policy that it 
can be applied just at the point where stimulus or pres¬ 
sure is required. Further, whereas monetary policy can 
operate with indirect effects, fiscal policy can be turned 
at will either to the direct production of satisfactions or 
the indirect production through the stimulus or control 
of the out put of the private sector. Thus the adoption of 
particular ways of raising revenue may lead to an 
expansion of income per head (e.g. by promoting indus¬ 
trial efficiency) or to a better reflection of preferences 
on the market (e.g. by bringing prices to nearer marginal 
costs); while at the same time the expenditure of the 
revenue promotes progress and contentment through 
services like better housing and education, etc. 

With this back-ground it is not difficult to see that 
the policy of the Government of India has been rather 
contradictory in the past. While the object of their fiscal 
policy was to promote industrial enterprise, the policy 
of dear money which was presumably adopted as an 
anti-inflationary measure tended to increase the diffi¬ 
culties of the industry in respect of loans needed for 
buying raw materials and capital goods. Dear money 
policy has actually resulted in the closing down of some 
units and in the curtailment of output of some others 
thereby reducing supply in the market and still further 
pushing up the price level. In order to increase the 
supply of goods in the market, Government’s monetary 
policy will have to be charged making available to the 
producers, more finance from bank and other sources 
Similarly, the controls envisaged in the Plan will be a 
very good adjunct to fiscal policy if they succeed in 
keeping down the price level. Nevertheless, it would be 
wrong to assume that controls can undo the wrong 
done by the adoption of an incorrect fiscal or monetary 
policy. Controls can, at best, overcome temporary 
shortages of supply and can ration out the scarce com¬ 
modities without leading to a rise in prices. But when 
there are volcanic forces in the shape of ever-rising costs 
of production (due to high wages, transport charges, 
taxes, duties etc.) no amount of control will be able 
to keep the prices down. 

Question No. 30. 

Yes, as far as it is consistent with the policy of planned 
economic development of the country. 

Question No. 32. 

The desired results are being achieved by the alloca- 
tion of substantial funds for beneficent and welfare 
activities. 

Question No. 33. 

The Indian system of Income-tax has often come in 
for a great deal of criticism because it is supposed to 
discriminate against foreign firms in the following four 
ways : — 

(1) Preference shown to Indian subsidiaries as 
against non-Indian subsidiaries or branches of 
foreign firms in India. 

(2) The manner in which the non-resident assesses 
are assessed. 

(3) The procedure for taxing foreign individuals in 
terms of which the individual concerned is charg¬ 
ed at the maximum income-tax rate and the 
minimum super tax rate in respect of his Indian 
income, leaving him to claim the benefit of 
taxation on his world income by a declaration 
agreeing to be assessed on such world income, 
before the 30th June of the appropriate year 
in which he became subject to taxation. 

(4) Double income tax owing to the absence of 
reciprocal agreements with many countries. 

Steps were taken during 1952-53 to reduce the dis¬ 
parity between the tax payable by foreign companies 
carrying on business in India through a branch of a 
foreign subsidiary and by those operating through wholly 
Indian subsidiaries. The super-tax rebate admissible to 
foreign companies on their Indian income other than 
income from dividends received from the wholly subsi¬ 
diary company was reduced from one anna to 6 pies 
in the rupee, while at the same time the rebate admissi¬ 
ve. on dividends received by foreign comrianies from 
their Indian subsidiaries was raised from one anna to 
one and a half annas. 

It will, therefore, be seen that there is not much force 
m the complaints mentioned above. Some of the 
grievances have already been redressed; others are not 
sufficiently serious to do much damage to foreign invest- 
ments in India. Nevertheless, it is desirable to create 
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a proper climate for attracting foreign investments and 
Acts which tend to create an unfavourable impression 
upon foreign capitalists should be repealed or suitably 
modified. 

Question No. 35. 

In our opinion the salt duty should be re-imposed and 
agriculture income-tax should be introduced in the 
provinces where it has not been introduced so far. In 
the matter of prohibition also, we should not go as fast 
as some provinces, such as Bombay, are proceeding. A 
gradual policy of prohibition such as being persued in 
this State, can easily reconcile ethical motives with 
revenue considerations. 

Question No. 36. 

It would be, in our opinion, quite desirable to levy 
a tax on un-earned increments in the value of land and 
other property as a result of public projects of develop¬ 
ment. They should be left to the State Governments to be 
exploited either directly or through their local bodies. 

Question No. 37. 

The existing sources of revenue can be made to yield 
much more than they do at present provided the tax 
administration is tightened up in such a way as to make 
evasion impossible. The same result can be better 
achieved by eradicating corruption, inefficiency and 
incivility from the staff. In many cases, where the num¬ 
ber of assessees is very large, it may be advisable to 
exempt the lowest income groups from taxation so that 
the full attention of the assessing and collecting staff 
may be focussed on the big fellows. 

Question No. 40. 

According to classical ideas, inflation and deflation 
result from the mal-adjustment of goods (including 
services) and purchasing power. If too much money 
chases two few goods inflation is inevitable; if there is 
not enough money to buy all the goods that have been 
produced and are offered for sale, prices are bound to 
slump. Tax policy can have little influence on the volume 
of output in the short period but it can certainly go a 
lang way in lopping off surplus purchasing power in 
times of inflation and leaving more money in the hands 
of consumers when deflationary conditions prevail. 

Nevertheless, the tax policy does not produce cent 
per cent results unless it is also supported by other 
measures designed to achieve the same end. On the other 
hand, the adoption of contrary monetary and credit 
policies may completely multify the effects produced by 
tax policy. Take, for instance, the anti-inflationary taxes 
imposed by the Government of India in the post-war 
period. They were unable to arrest the upward tendency 
of the price level because what was attempted to be 
taken away from the people in the form of taxes was 
actually restored to them in the form of higher salaries 
and dearness allowances. There are also several instances 
in the history of this and other countries to show that 
the Government policy and that of the banks have run 
in opposite directions. The Government would have a 
better control over prices provided it has the support 
of the business community on one hand and the credit 
institutions on the other. 

Question No. 41. 

(a) Direct taxes fall more- heavily on the rich i.e., on 
the class of people whose wants are more or less fully 
satisfied. They have, therefore, the effect of reducing 
the amount of saving only without effecting the purchas¬ 
ing power. Conversely, a slight relief in direct taxation 
can only go to increase the volume of savings. Such taxes, 
therefore, cannot be said to be very effective in counter¬ 
ing inflationary or deflationary conditions. 

(b) (i) Import duties, in a buyers market, tend to push 
up pr ices not only of the imported articles but also of the 
articles produced locally. Conversely, abolition of these 
duties can bring about a substantial decrease in the 
price level. However, it must be remembered that the 
connection of import duties and prices is only secondary. 
These duties are primarily imposed either to protect 
domestic industries or for the sake of revenue and, there¬ 
fore, while using them as an instrument of price policy 
we shall have to see that the main purpose for which 
they were imposed is not defeated. Hence import duties 
also can only have a limited application in countering' 
inflationary and deflationary trends. 

(ii) Export duties are usually levied for purposes of 
revenue and only on those articles which command a 
good market. They can certainly bring about a small rise 
or fall of prices in times of need but should never be 
employed for this purpose on a large scale for they 
might lead to the loss of export markets and the conse¬ 
quent decrease in profits and employment within the 
country. 


(iii) Excise duties are imposed on commodities pro¬ 
duced and consumed within the country. They can go a 
long way in increasing or decreasing prices whenever 
necessary but before using them for this purpose, we 
must try to find out their repercussions on domestic 
production. 

(iv) Sales tax has the effect of creating inflationary 
conditions; its abolition creates opposite tendencies. It 
can, therefore be very usefully employed as an instru¬ 
ment of price policy without producing many ill effects 
on the volume of production in the country. 

Question No. 43. 

We have seen in answer to question No. 40 that to 
create counter inflationary or deflationary tendencies we 
can either approach through the side of purchasing 
power or through the side of goods and services. Public 
expenditure can sometimes put purchasing power in the 
hands of the people in the form of reliefs and social 
security allowances. It can also bring about a radical 
change in the volume of production and out-put. For 
instance, if a greater proportion of expenditure is absorb¬ 
ed by unproductive items such as defence, peace and 
security, administration and interest charges on debt, 
etc., inflationary conditions are almost certain to emerge. 
On the contrary, expenditure designed to increase the 
volupie of production will tend to bring prices down. 

In our opinion, the Government policy of spending 
should be properly adjusted in such a manner as to 
keep prices stable on the whole. 

Question No. 45. 

Following the most interesting method pf analysis 
adopted by Worswick and Ady in depicting inflationary 
factors in British economy, we should also like to 
examine the influence of the following savings and 
investments components to find out the inflationary or 
deflationary trends in Indian economy ; — 

( 1 ) Public authorities surplus or deficit, 

( 2 ) Gross capital formation at home. 

( 3 ) Gross business savings, 

( 4 ) Foreign, trade surplus or deficit, and 

( 5 ) Gross private saving. 

In its issue dated 23 - 1 - 1953 , Eastern Economist also 
seems to have accepted this mode of analysis. It has 
prepared a table which is reproduced below for what 


it is worth ; — 


(In 

millions of 

rupees) 


1948-49 

1949 - 5 ° 

1950 - 5 " 

> 951-52 

• 

i. Overall surplus 
or deficit in Gov¬ 
ernment account. 

-817 

—438 

124 

—37 

2, Gross Capital 

Formation. 

4,628 

4 >* 9 6 

4 >ii 9 

4,934 

3. Un-distributed 
corporate profits. 

2,089 

1,636 

1,325 

i,5i3 

’ 4. Foreign Trade 
Balance. 

—1,196 

— 1.239 

403 

—1,448 

5. Personal savings 

i»578 

1,891 

2,069 

2,311 


Plotting these components as a graph the Journal 
comes to the conclusion that between 1948-52 there were 
only two years namely 1948-49 and ^SCT-Sl in which true 
inflationary factors were operating and that thereafter 
deflation was markedly in operation. 

) 

PART II—DIRECT TAXES 
Income-tax 

Question No. 46. 

Yes; in view of the changed political circumstances of 
the country, sections A and B of the Income-tax Act 
need modification. In particular, the category defined 
as “not ordinarily resident” is now practically defunct 
and may be easily deleted from the statute. The Income- 
tax Investigation Commission has also made a similar 
recommendation. 

Question No. 47. 

It does not seem to be warranted. The present mean¬ 
ing, though not sufficiently exhaustive or comprehensive, 
is nevertheless properly understood by all concerned. 
Any attempt to give it greater precision may only result 
in creating loopholes which may be fully exploited by 
the legal profession and may.possibly deprive the State 
of some of its revenue. 



Question No. 48. 

Receipts or gains which are not taxed at present but 
which may in our opinion, be brought within the purview 
of taxation are : — 

(a) Casual and windfall income ; 

(b) Agricultural income in States where it is not 
taxed ; and 

(c) Compensation for loss of office or termination 
of employment. 

The capital gains tax is, however, not considered 
advisable partly because of the imperative need of step¬ 
ping up of capital formation in the country and partly 
because such gains, if not disposed of during a persons 
life-time, will eventually be included in the property 
for purposes of the Estate Duty after his death. 

Question No. 51. 

We agree with the recommendations of the Income- 
Tax Investigation Commission that no changes in sec¬ 
tions 42 and 43 of the Income-tax Act are called for. 

Question No. 52 

We do not impose any tax on agricultural incomes in 
this State. Nevertheless, our study of law for the time 
being in force in other States shows that the danger of 
the ordinary income being confused with agricultural 
income and vice versa, is more imaginary than real. 

Question No. 53. 

No • agricultural income-tax is a State subject and the 
provincial legislatures should be depended upon to evolve 
a scheme of taxation which will be consistent with the 
rate of tax on noil-agricultural incomes. 

Question No. 54. 

The points raised in Q. No. 53 will automatically lose 
their significance if the Constitution is suitably amended 
so as to remove the artificial distinction that at present 
exists between the agricultural and non-agricultural in¬ 
comes. The only difficulty that might well be visualised 
is the opposition of the States which would not like to 
part with a source of income which they have just learnt 
to use with advantage. Their fears can, however, be 
allayed by assuring them that their share of income-tax 
will be proportionately increased. 

Question No. 56. 

They seem to be quite reasonable on the whole except 
that the exemptions in favour of “un-endowed” trusts 
are sometimes not well deserved. In some cases money 
is actually given away in charity to cheat the Govern¬ 
ment of some of its revenue. The law should be suitably 
modified to prevent all such indirect evasions of the 
jax. 

Question No. 57. 


porters and insurers, etc. to the detriment of indigenous 
enterprise. Our own banks will naturally P^tr° m se trans¬ 
port and insurance countries of Indian origin and will, 
therefore help to retain more wealth in the country itself 
and incidentally ease the exchange situation m relation 
+n the hard-currency areas. The opinion expressed abo 
also fits in with the views of the Import 
Committee and the Export Promotion Committee that 
nil possible encouragement should be given to business 
men who go to Plant the Indian flag on the business soil 
of foreign countries. 

Question No. 60. 

The existing limits seem to be fairly generous and no 
further liberalisation appears to be necessary. 

Question No. 63. 

In view of the unsatisfactory progress of the exploita¬ 
tion of our mineral resources, some sort of concessions 
seem to be called for. These concessions may take the 
form of generous deprivation allowance m respect of 
machinery and greater depletion allowance in respect of 
wasting assets. 

Question No. 66. 

(a) Yes. 

(b) It would be more simple and convenient to the 
parties concerned. 

(c) It is very difficult to reconcile several apparently 
conflicting ideas. In the case of India, the scheme of 
graduation has to bear in mind the Government commit¬ 
ment in regard to the reduction of inequalities of wealth 
and their desire to provide sufficient incentives for sav¬ 
ing and investment. Considering all this the degree o 
pr!g?e£ion in the present rate structure appears to be 
satisfactory. 

(d) None. 

(e) No. 

Question No. 68. 

In our opinion, the present limits of exemption are 
satisfactory and no changes should be made until a 
substantial change in the cost of living takes place. 

Question No. 71. 

There is no harm in exempting the voluntary surrender 
of the managing agency commission from income-tax 
provided the surrender is made m the interests of the 
managed company and not for the purpose of avoiding 
or reducing the super-tax liability of the managing 
agents. 

Question No. 72. 

A simple agreement of the type made between India 
and Pakistan in 1947 should serve as a model for agree¬ 
ments to be concluded with other countries also. 


(i) In our opinion, a differenciation should be made 
between the exclusively mutual benefit societies and the 
societies which make and distribute profits. The latter 
type of societies should pay income-tax in the same 
manner and at the same rates as other companies. 

(ii) No; the income derived by co-operative housing 
societies by way of rent need not be taxed. 

Question No. 58. 

We feel that the concessions under reference should 
be continued in order to stimulate industrial activity in 
the private sector during the planning period. It is true 
that the generous provisions made in depreciation allow¬ 
ances have rendered these concessions practically un¬ 
necessary but it is feared that the withdrawal of con¬ 
cessions already enjoyed may create a climate unsuitable 
for prospective investors. 

We are entirely in agreement with the view that the 
banking profits of foreign branches of Indian banks 
should be given concessional treatment for tax purposes. 
Although the Indian banks have expanded enormously 
in recent years, few of them have ventured to open 
branches in foreign countries. Those that did, found 
foreign competition too strong for them. It is, therefore, 
necessary to provide the enterprising elements some 
substantial incentives to peneterate the foreign markets. 
In making this recommendation, we are not looking at 
the banks themselves. We feel that by having branches 
of our own banks in foreign countries we shall be able 
to prevent the drain on our exchange resources. It is 
a well-known fact that our dependence on foreign banks 
also compels us to utilise the services of foreign trans- 


juestion No. 85. 

Yes : all industrial, commercial and similar other enter- 
jrises undertaken by the Centre, the States and loca 
aodies must pay income-tax m the same way as non¬ 
government concerns. They must also pay interest on 
-anital borrowed from the Government and a part of 
their profits before the profits are carried to the reserve 


Question No. 88. 

Yes • the publication of the names of the persons who 
are penalised for concealment of incomes will be a great 
eye-opener for others and will certainly discourage 
attempts at evasion. 


Question No. 97. 

The appointment of Public Relations Officers is sug¬ 
gested These officers must be gentle and polite and 
must be fully conversant with the law and practice of 
income-tax. They are not intended to take the place of 
Income-tax Officers. They should merely try to put the 
assessees on the right lines and to bring about a sort of 
reconcilation in case of disagreements. Their presence 
should also eradicate bribery and corruption. 

Some times the assessees are compelled to waste too 
much time in the office. This inconvenience can be 
avoided if assessees are required to come at a fixed time 
when their cases should be taken up and disposed of 
without unnecessary delay. The presence of the Public 
Relations Officer should prove useful in this respect also. 
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Question No. 100. 

The Excess Profits Tax is intended to cover abnormal 
circumstances such as those resulting from a sudden 
declaration of a war. During such conditions the busi¬ 
ness men earn windfall profits for which they have made 
no conscious or deliberate effort Taxation of profits of 
this kind is, therefore, justified by the rental concept. 

Moreover, most of the profits earned by business men 
during war time really come out of Government business. 
The Government on such occasions has to wage a war 
at any cost. It has not only to look to immediate demands; 
but it has actually to prepare for years in advance in 
case the struggle became protracted. This desire on the 
part of the Government to satisfy their immediate and 
prospective demands all at once tends shoot prices up 
leaving a greater margin of profits with business men. 

Lastly, the war has to be fought not only in the 
interest of the Government but also in the interest of 
the business community which really stands to lose more 
in the event of war being lost. In their own interest, 
therefore, the business men do not mind paying the Ex¬ 
cess Profit Tax at a time when their ability to pay is 
also proportionately greater. 

Question No. 101. 

It is a mild measure for reducing the inequalities of 
wealth in this country. Of course, it will also make a 
welcome addition to the income of the Central Exchequer 
and probably of the States should the Government decide 
to hand over a part of collections back to the provinces. 

The Bill, which has now become an Act, looks much 
less offensive than it did to start with. The raising of the 
exemption limit from for non-Hindu undivided families 
from Rs. 75 thousand to Rs. one lakh, the re-affirmation 
of the slab system of rates (as against the more oppres¬ 
sive step .system) and the assurance that the rates will 
not be raised for some years, will' go a long way in 
allaying the fears of the public. Moreover, the considera¬ 
tion shown to agricultural property is also quite welcome. 
In as much as quite a large portion of the investments 
of people of moderate means is generally in agricultural 
property and it is very necessary to ensure a steady 
flow of capital investment in agriculture in order to 
enhance the productivity of the land, the action of the 
Government deserves full praise. 

Nevertheless, the following issues call for special atten¬ 
tion : — 

(1) It is difficult yet to see how the estate of the 
deceased would be defined in respect of the Mitakshara 
and the allied systems of family laws. There is also a 
great deal of uncertainty about the definition of the 
interest of the deceased in copercenam property which 
the courts will have a difficult time in deciding. 

(2) Money received under a life insurance policy will 
be included in the property deemed to pass on death. 
Of course, this has been done to prevent a person from 
escaping the Duty by reducing his estate during his life 
time by payment of premium which appear as beneficial 
interest accruing or arising on his death. But this pro¬ 
vision in the Act will have a very adverse effect on the 
business of insurance in the country which will be really 
bad considering that the insurance habit is not yet 
common in this country. Remotely it will also have bad 
effect on the Governments power of borrowing because 
insurance makes available-funds from which Government 
loans could be supported. 

(3) As regards the administration of the Act, appeal 
against to Controller’s valuation of an estate lies to the 
Central Board of Revenue and not to an independent 
tribunal. Although the sting is taken away by another 
provision of the Act according to which the exact valua¬ 
tion of the property may be done by two independent 
and expert valuers, it would have been better to leave 
final appeal to an independent appellate authority al¬ 
though this might have meant some delay, conclusion 
and lack of uniformity. 

(4) The language of the Act is also stiff and compli¬ 
cated. Hence the administration of the law will give 
rise to difficulties through imperfect understanding of 
the measure by the administrators. 

(5) For an undeveloped country like India, the eco¬ 
nomic progress of which depends upon the availability 
of risk-capital, the rates of duties on the upper slabs 
are doubtless prohibitively heavy. They will 'discourage 
thrift and result in the dissipation of resources. They will 
aggravate the inherent tendency to evade taxation and 
will in all probability lead to more corruption and 
demoralisation among the tax collecting authorities It 
is also feared that quite a good part of the savings of 
the Nation will be held in liquid assets with a view to 
evading the duty. Thus, the capital required for develop¬ 
ment purposes will tend to diminish. The Act may affect 


the flow of foreign capital unless agreements with foreign 
countries for avoidance of double taxation relief are 
promptly entered into. 

PART III 

Question No. 124 

Yes; under the changed circumstances of to-day we 
would strongly recommend the re-imposition of the ex¬ 
cise duty on salt. 

It will be recalled that the duty was originally repealed 
with a view to providing cheap salt to the masses. But 
within one year events some of them beyond the control 
of the Government, falsified the fond hopes entertained in 
1947. The abolition of the duty was followed not by the 
availability of cheap salt of good quality all over the 
country but by scarcity and high prices of this essential 
food stuff in many eases. The reasons for this state of 
affairs were: 

(1) Fall in production in Bombay during 1947-48. 

(2) Partition of the country by which the rich Pun¬ 
jab Salt Range and in particular the mines of 
Khewara were lost to the Indian Dominion. 

(3) Inadequate imports from overseas and difficulties 
of rail transport. 

The consideration of cheapness would also appear to 
lose force if it is remembered that the poor man who 
was expected to benefit from the abolition of the salt 
duty has been badly affected by the high cost of living 
in general and the high price of salt in particular. There 
seem to be no point, therefore in the Government conti¬ 
nuing to lose so much money at a time when every bit 
of money is needed for development purposes. It is 
true that this Duty will tend to fall more heavily on the 
poor. It will actually fall upon the agriculturists and the 
labourers who have not borne their burdens of taxa¬ 
tion and will, to that extent, serve to spread out the 
burdens of existing taxes a little more evenly. 

PART IV—LOCAL TAXATION 
Question No. 185. 

The system of Local Taxation in India might not be 
perfect. Unfortunately, in many States such as ours, it 
has not had a fair trial. The members are generally 
either unconscious of their rights and responsibilities 
or they are afraid of using them for fear of losing local 
support in future elections. So long as they are not 
compelled to act boldly and fearlessly either by pressure 
of public opinion or the force of provincial Governments, 
schemes of reform of local taxation will remain pious 
hopes. 

Some people are inclined to ascribe the want of proper 
activity on the part of the local bodies to the interference 
of the State Governments. It is true that the position of 
the provincial Governments vis-a-vis local bodies does 
create a sense of spoonfeeding among the latter, but it 
would not be right to say that the influence of the 
former has been in the negative directions of restraint 
and inactivity. As a matter of fact we have a feeling 
that in the future scheme of things the provincial Gov¬ 
ernments must be given powers to make the local bodies 
act up to their duties and to take strong disciplinary 
action against them in the event of their refusal to 
listen to their advice. 

Question No. 186. 

In this connection we should like to support the recom¬ 
mendations made by the Local Finance Enquiry Com¬ 
mittee in para 131 of their report. 

Question No. 197. 

Please see memorandum No. 2 relating to local finance 
in Himachal Pradesh. - 

Question No. 198. 

Yes; for reasons given in answer to Q. No. 185 of 
course, the grants-in-aid should never be given unless 
the local bodies make full use of their powers of taxation. 
We should, in fact like to go even further and suggest 
that greater statutory powers should be vested in the 
State Governments to compel the local bodies to use all 
their powers of taxation in the light of local conditions 
or face supersession. 

Question No. 199. 

Alternatives (ii), (a) (iii) seem to be preferable under 
the present circumstances. In connection with (ii) (a), 
we have land revenue and property taxes in view. They 
can be better collected by the State Governments. Inter¬ 
ference of the local bodies in' such cases either in assess¬ 
ment or collection will not be desirable, 
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Of course, every local body should be given a free 
hand to impose any fresh tax it likes provided the pro¬ 
vincial Government is satisfied that such action will 
promote the welfare of the people of the area concerned 
.and will not be detrimental to the interest of the 
outsiders. 

The case for grants in aid becomes strong in the case 
of those local bodies which cannot really discharge their 


obligations without substantial financial assistance from 
the State Governments. 


Question No. 197. 

Figures for local bodies in Himachal Pradesh are repro¬ 
duced below :— 




Year 



Tax 

Revenue 
(Rs. ) 

Non-tax 

revenue 

exchanging 

grants-in-aid 

Percentage 

of 

1 to 1 

Grants- 

in-aid 

Rs. 

Percentage 

of 

.1 to 4 

1948*49 . 

* • • 

• • • 

• 

A. Municipalities 

• • • • - • 

2,62,053 

2 ,7 *,449 

*03 5 

42,144 

l6 

* 949*50 

■ 

.. 

• 

• • • • • 

3,96,646 

4,02,624 

101 -5 

*6,978 

4*2 

1950-51 

. 

. 


• • • • • 

5 , 42 , 7 oo 

5 , 57,200 

102-6 

21,000 

3-9 

* 951-58 

■ • 

• • 

• 

. 

5,51,600 

5,76,500 

104 

53 ,aoo 

9.6 

* 952*53 

• • • 

■ • 1 

• 

a a a • • 

' 7,06,075 

7 >* 5 «B 49 

101*3 

64,774 

9 * 

1940-50 


• a a 

• 

B. Panchayati 

• • a • • 

Nil. 

10,160 


*,014 


*950-5* 


• t a 

a 

• • • a a 

Nil. 

3 , 43 * 


4,556 

- 

* 930-52 


• • * • 

• 

. 

Nil. 

5,972 

a a 

7,070 

•• 


It will be noted that in the case of municipalities both 
the amount of the tax revenue as well as the non-tax 
revenue have been increasing since 1948-49 although the 
former has never been able to catch up with the latter. 
The amount of the grants-in-aid also having decreased 
from Rs. 42,144 in 1948-49 to Rs. 16,978 in 1949-50, in¬ 
creased to Rs. 21,300 in 1950-51, to Rs. 53,200 in 1951-52 
and to Rs. 64,774 in 1952-53. 

The case of Panchayats is very different. They have 
had no income from taxes at all. Perhaps it is not their 
fault. Under the old Act they were not allowed to impose 
any taxes. The new Panchayats which are shortly to be 
constituted according to the H. P. Raj Panchayat Act, 
1953 will have much greater powers of taxation. 

Question No. 217. 

Yes; provided the places of pilgrimage happen to be 
situated in important commercial and industrial centres. 
In other places, the tax will only amount to unnecessary 
interference with the religious sentiments of the people 
without any substantial gain of revenue for local bodies. 
On the other hand it may even discourage tourist traffic 
which many States in India are trying to encourage. 

Taxes on the floating population also are not recom¬ 
mended except in big business centres. In view of the 
grave risk of evasion which is inherent in this form of 
taxation, taxes when imposed should be in the form of 
surcharge on the Railway or bus fares. Collection through 
hotel bills, as suggested by the Local Finance Enquiry 
Committee, will be open to much abuse especially at 
the hands of the petty and unscrupulous hotel pro¬ 
prietors. 


Question No. 221. 

There is no harm in imposing a “Theatre tax” in addi¬ 
tion to the entertainment tax in big towns and cities. 
After all the entertainment tax is paid by the cinema 
goers. There is no reason why the proprietors of enter¬ 
tainment houses should not be subject to a corresponding 
levy. However, in backward State like ours, there is 
absolutely no scope for proposed taxation unless, of 
course, it is desired to kill whatever little entertainment 
is at present available. Besides, there is always a danger 
that the theatre tax may be dangerous engine of oppres¬ 
sion in the hands of Municipal employees. 

Question No. 222. 

All local bodies should impose betterment taxes in 
respect of improvements made by them. If, however, a 
flexible system of property taxation already exists, the 
betterment tax will be superfluous in as much as any 
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increase in the rental value due to improvements will 
be duly taken into account at the time of assessment 
or reassessment. 

Question No. 224. 

The local bodies must learn to use all the resources 
open to them. They should not even hesitate to impose 
further taxes if they think that by doing so they will be 
serving the larger interests of the community. Unfortu¬ 
nately such prudence enforcement accounts be expected 
of an average city father of today who wants a seat 
in the Committee more for self-aggrandisement than for 
social service. Unless these gentlemen act boldly and 
fearlessly, the future of local bodies is dark indeed. In 
our opinion the State Governments must be vested with 
wide powers so that a Municipality which refuses to 
act or acts only slowly is at once superseded and the 
powers of taxation freely exercised by State Govern¬ 
ments. 

The staff of a majority of Municipalities is generally 
corrupt and inefficient. Perhaps it is due to low pay and 
insecurity of service. The recommendations mad® by the 
Local Finance Enquiry Committee in para 604 of the 
report regarding the recruitment of the higher financial 
personnel are worth serious consideration. Likewise the 
recommendations made in paras 602 and 603 should also 
go a long way in proving Municipal administration. 

Question No. 225. 

We have nothing to improve upon the recommenda¬ 
tions of the Local Finance Enquiry, Committee contained 
in Chapter XVI of their Report. 

Question No. 228. 

In the Five Year Development Plan of this State there 
is a provision for the expenditure of Rs. Four lakhs per 
year for the supply of water in rural areas. The State 
will contribute 50 per cent of this amount and the 
remainder will be recovered either in the -form of free 
labour or cash from the inhabitants of the villages con¬ 
cerned by the P.WD. which has been made responsible 
for the execution of the Scheme. The underlying idea 
is that the public should be actively associated with all 
programmes of improvement and that the people must 
pay something for the benefits derived by them from 
special types of beneficial activities which have not yet 
been extended to all. * 

The idea seems to be sound and might well be ex¬ 
tended Jo other spheres as well provided the people play 
the game. The local bodies and more particularly the 
Panchayats, can easily organise the people on these lines 
and create in them the necessary sense of civic responsi¬ 
bility which is sadly lacking in this country today. 










KUTCH 


Copy of D. O. Letter No. F. 183/53 from Shri S. A. Ghatge, Chief Commissioner of 
Kutch to Shri Indrajit Singh, Secretary, Taxation Inquiry Commission 


Subject. — Taxation Enquiry Commission—State and 
Local Taxation—Information regarding. 

Dear Shri Indrajit Singh, 

Please refer to the correspondence resting with your 
d.o. letter No. E.W./T.S.(5)/53. dated nil November 1953 
but received by me on 19th November 1953 and subse¬ 
quent telegraphic reminder dated the 28th November 
1953 . 

2 . 1 regret it is not possible for us to give replies to 
the main questionnaire of the Taxation Enquiry Com¬ 
mission containing 228 questions called for in your offi¬ 
cial letter No. AII(l)-TEC/53, dated the 18th July, 1953, 
for the following reasons : — 

( 1 > that the questions are highly technical and we 
have no expert staff to deal with them, 

(2) that the T.E.C. is going to discuss the taxation 
problems of Kutch on 16th December 1953 at 
Rajkot and as such the time at our disposal to 
give replies to the questionnaire is very short, 
and 

(3) that the Kutch State has no separate Balance 
of its own. The receipts of the State are credited 
into and the expenditure met from the Central 
Revenues. We have also no powers to levy taxa¬ 
tion. Our replies to the questionnaire, even if 
given, would not be of much use to the T.E.C. 

3. The following material is sent herewith in leply 
to your “supplement to the questionnaire for State Gov¬ 
ernments” : 

(1) A statement showing the actual receipts for the 
last three years under all kinde of revenue, viz. Central, 
Provincial and Local. —This will enable you to know the 
incidence of Central, Provincial and Local taxation in 
Kutch which works out per capita as follows: — 

Central taxa- 2134 (Average income 16,10,000 Population 
tion. from Central Tax- of Kutch 

ationfor the last 5,68,000 

3 years. 

Provincial tax- 777 (Average income 
ation. from Provincial 

Taxation for the 

last 3 y ears . 42,46,000 Do.) 

Local TAxa- 082 (Average income 
tion. from Local Taxa¬ 

tion for the last 

three years . 2,91,000 Do.) 

(2) The Budget Books of our State for the three years 
1950-51, 1951-52 and 1953-54.—It will be seen from these 
books that our revenue and capital expenditure for the 
last three years was as follows : — 


Nature of 

«951-52 

1952-33 

1953-54 

Expend frure 

Rs. 

Rs. 

Rs. 

Revenue 

Expenditure 

81,44,100 

1138,51,300 

i,57,67,ooo 

Capital 

Expenditure 

25,29,000 

43,00,000 

1,51,20,000 


The increase' in both revenue and capital expenditure 
was due to the development programme of Kutch in¬ 
cluded in the State Five Year Plan and also due to the 
State Trading Schemes for purchase of foodgrains and 
Reserve stock of Hay. 

(3) The book entitled “Kutch in 1957”.—This book will 
enable the T.E.C. to have an idea of our development 
programme for the years 1951-52 to 1955-56. The various 
schemes included in the Five Year Plan which are esti¬ 
mated to cost Rs. 3,05,19,000 are given in Appendix 
“D” of the Budget Book for 1953-54. The development 
expenditure is met entirely from the Central revenues. 

4. The list of Local Bodies to whom the Commission’s 
“supplement to the questionnaire for Local Bodies” was 
distributed, promised in paragraph 2 of Shri P. S. 
Nadkarni’s d.o. letter No. TEC-2083/53, dated the 3rd 
September 1953 , has not yet been received by me. 


(1) There are four municipalities in Kutch in the 
towns of Bhuj, Mandvi, Anjar and Mundra having a 
population respectively bf 30,032, 29,289, 19,302 and 7,718. 
The finances of these municipalities are not so good. They 
are therefore trying their best to raise taxation as much 
as possible. 

(2) We have one District Local Board which has very 
recently been established. It has not yet started func¬ 
tioning earnestly. 

(3) The recommendations of' the Local Finance En¬ 
quiry Committee were gone through by us carefully and 
the action taken by us has already been intimated to 
the Government of India, Ministry of Health, vide en¬ 
closed copy of my letter No. G-198/51, dated the 2nd Sep¬ 
tember 1953. I may add that the Local Bodies in Kutch 
are in an infant stage and it is not possible, for some 
time, to implement all the recommendations of the Local 
Finance Enquiry Committee. Kutch is an economically 
under-developed area and the development of Local Self 
Governing Institutions has to be done very carefully. 
This information is furnished to you as per paragraph 
3(e) of your letter No. l(l)-TEC/53, dated the 10th April 
1953. 


5. There are at present 10 Village Panchayats in 
Kutch. All these Village Panchayats are of very recent 
origin as they are of about one year old. They are there¬ 
fore unable to give their replies to the Commission’s 
questionnaire meant for them. 

6 . I shall be in Delhi to attend the Budget conference 
on 16th December 1953 and will not be able to appear 
before the Commission. Moreover, we do not have any 
special point to be placed before the Commission at 
Rajkot. 


7. The delay in reply is regretted. 


Government of Kutch No. G-198/51. 


From 

The Chief Commissioner for Kutch. 

To 

The Secretary to the Government of India, 

Ministry of Health, New Delhi. 

Dated Bhuj, the 2nd September 1953. 


Subject. — Report of the Local Finance Enquiry Com¬ 
mittee. 

Sir, 

I have the honour to refer to your letter No. F.20-10/ 
5/LSG, dated the 7th August 1953 and to state that the 
position regarding the implementation of the recommen¬ 
dations of the Local Finance Enquiry Committee in 
Kutch is briefly as follows : — 

(1) Demarcation of recources. —At present the Munici¬ 
pal Boroughs are allowed the following taxations : — 

(i) Taxes on lands and buildings. 

(ii) Taxes on enquiry of goods for consumption, use 
or sale. 

(iii) Taxes on vehicles other than mechanically pro- 
palled. 

(iv) Taxes on professions, trades, callings. 

(2) Additional sources. —The* Municipalities are also 
allowed the additional source of hotel tax. 

(3) Improvement Trusts. —There is no improvement 
trust in Kutch. 

(4) Village Panchayats. —(a) The village Panchayats 
are allowed to levy the following taxes and fees : — 

1. House and land tax. 

2. Fairs and Festivals tax. 

3. Piligrimage tax. 



(b) They are given grants at the rate of 15% of land 
revenue realised in the Panchayat area. 

(c) Two-thirds of the salaries and allowances of the 
Panchayat Secretaries are borne by Government. 

(5) Taxation General. —The local bodies in Kutch are 
still in the Infancy stage and people are to be made 
conscious of their importance and the part they have 
to play in the new order. At this stage it will not be 
proper to impose taxes where the local bodies are them¬ 
selves not willing to do so, 

( 6 ) Property tax. —This is only recently introduced in 
case of the four Municipalities and necessary steps for 
implementing the recommendations can be taken stage 
by stage. 

(7) Local fund cess. —This is still not implemented as 
no such cess is levied in Kutch. This will l^e considered 
as soon as possible as the District Local Board has only 
recently started functioning. 

. (8) Terminal tax and Octroi.—Terminal Tax. —This 
relates to the Central Government. The recommenda¬ 
tions regarding Octroi are generally adopted in Kutch 
except that no Octroi duty is levied on post parcels. 

(9) Profession tax. —This is followed generally. 

(10) License fees.—This is also followed generally. 

(11) Railway properties. —This relates to the Central 
Government. 

(12) Port trust properties. —This also relates to the 
Central Government. 

(13) Collections. —All necessary steps and procedure as 
prescribed by the following three acts, as supplied to 
Kutch are being followed : 

(1) The Bombay Municipal Boroughs Act. 


(14) State assistance. —A budget provision of 
Rs. 3,00,000 for grants to local bodies has been sanc¬ 
tioned by the Government of India for the year 1953-54. 
For the present this amount is considered adequate. 

The Village Panchayats and District Local Board are 
to be given grants on the basis of 15% of Land Revenue 
in their respective areas, as provided in the Acts. 

(15) Education, Medical and Public Health and Public 
utility Undertaking. —At present the Local bodies in 
Kutch do not bear any liability of education, medical 
and public health and other public utility undertakings. 

(16) Communications. —Only the Municipalities bear 
the responsibility of maintaining roads within their 
limits. The mileage of such roads being very small the 
question of separate grant fbr it does not arise. 

(17) Audit. —The resources of local bodies in Kutch 
being limited, it is not possible for them to keep sepa¬ 
rate staff for internal audit. However a committee from 
amongst the elected members has been formed for this. 
The Examiner, Local Fund Accounts, Accountant Gene¬ 
ral, Bombay’s Office, renders necessary financial advice 
to the Local Bodies. 

(18) Borrowings and budgets. —The procedure as laid 
down in the abbve mentioned three acts is being follow¬ 
ed. 

It may be mentioned that the Local bodies in Kutch 
are in an infant stage and it may' not be possible for 
some time to implement all. the recommendations of the 
Local Finance Enquiry Committee. The development of 
local self governing institutions ■ in Kutch which is an 
economically under developed area will have to be made 
very carefully. 

Yours faithfully, 


(2) The Bombay Village Panchayats Act. (Sd.) S. A. GHATGE, 

(3) The Bombay District Local Board Act. Chief Commissioner for Kutch. 

' Abstract of Sources of Central and Provincial Revenues collected in Kutch 


Major Heads 



Actuals 

realised during 

Average 



1950-5* 

* 95*-52 

* 952-53 

I 



2 

3 

4 

5 




Rs. 

Rs. 

Rs. 

Rs. 

Central — 

‘ I—Customs. 

II—Central Excise Duties .... 

III— Corporation Tax . . . . 

IV— Taxes on Income other than Corporation . 

V 1 —Salt. 

VI—Opium .;.... 

• 

■■ - _**■.* L |1 1 

• • • 

. 4,81,880 

3 , 5*,453 

Nil. 

78,779 

29,495 

3,92,865 

5,23,600 

Nil. 

5 , *6,654 
58,747 

5,25,689 

7,10,568 

Nil. 

7,56,363 

2,49,003 

4,67,000 

5,29,000 

Nil. 

4,57,000 
1,*2,000 

Provincial— 

VII—Land Revenue ......... 

VIII—State Excise .......... 

IX—Stamps .......... 

X—Forest . . . . . . . . . 

XI—Registration .......... 

XII—Receipts under Motor Vehicles Act . . ... 

XIII—Other Taxes and Duties ........ 

XVII—Irrigation, Navigation, etc. for which capital accounts are kept 

XX—Interest .......... 

XXI— Administration of Justice ....... 

XXII— Jails and Convict Settlements. 

XXIII—Police . 

20,33,621 

4 , 45,367 

2,66,839 

59,537 

38,930 

1,13,604 

1,21,362 

. 41,852 ^ 

. 47,966 

• *,989 

. 10,489 

32,24,987 

3 , 95 , 7 oo 

2,38,862 

34 , 9*3 

43 , 7 *o 

*,63,940 

5,480 

*, 23,752 

44 , 747 . 

42,395 

12,071 

* 7,543 

* 3 , 33,704 
4,06,978 
. 3 , 70,740 
30,481 
49,867 
1,80,369 

*0,135 

3 , * 4 , 43 * 
12,147 
63 , 37 6 
7,046 
22,744 

21,98,000 
4, *6,000 
2,92,000 
42,000 
44,000 
*, 53 ,ooo 
8,000 
1,86,000 
33,ooo 
5*,000 
7,000 
*7,000 

Centred — 

XXIV—Ports and Pilotage 

XXV—Light Houses and Light Ships 

• 

. 

* 5,776 

25,341 

•• 

.. 

*6,000 

25,000 

Provincial — 

XXVI—Education. 

xxv: 

XXVIll—runuc ncmiu 

XXIX—Agriculture . 

XXX—Veterinary ...... 

• 

. 

. 68a 

15,988 

. 0,126 

1,366 

* 3 >i *9 

76,879 

48 

*>079 

* 3,927 

1,26,085 

1,000 

14,000 

70,000 

Central — 

XXXIII—Aviation . . . . 


• • • 

• , , 

, . 

*,336 

1,000 

Provincial — 

XXXVI—Miscellaneous Departments 

XXXIX—Civil Works . 

XLI—Receipts from Electricity Schemes ’ . 

• 

• • • 

• • • 

« • * 

7,798 . 

. 86,505 

7 ,* 3 * 
84,203 

* 3 , *49 
*, 44 , 4*9 

2 , 35,302 

9,000 

1,05,000 

2,35,000 

Central — 

XLVI—Receipts in aid of Superannuation . . 



i ,253 

3,766 


3,000 

Provincial — 

XLVI—Miscellaneous. 

9 

• • • 

4 , 53,072 

3 , 67,976 

1 , 62,297 

3 , 28,000 


Grand Total 


47 , 59 , 77 * 64,38,499 57.85,585 


























List of Taxes of the Local Bodies in Kutch including the Minor Ports Organisation. 


Serial 

No. 

Name of the tax 

By whom levied 

Authority 

Actual receipts during the last 
three years 

Average 




1950-51 

> 951-52 

1952-53 


1 

2 

3 

4 

5 

6 

7 

8 





Rs. 

Rs. 

Rs. 

Rs. 



Minos Ports Organisation in Kutch 




1 

Port dues . . . - 

• 

(1) The Indian Port 
Act. 

(2) The Bombay Land¬ 
ing and Wharfage 
fees Act. 

(3) Indian Sea Customs 
Act. 


5,162 

5.962 


2 

Transit dues • . 

— 

— 


430 

974 


3 

Wharfage charges • . 

- 

- 

- 

1,23,175 

1,25,923 


4 

Ground and Godown rent 

— 

— 


2,536 

1,422 


5 

Mooring Wire . . 

The Minor Ports (other 
than Kandla Port 
Organisation). 

•• 

, ~ 

372 

226 


6 

Beaching charges . . 

~ 

... 

- 

612 

835 


7 

Overtime charges . 

- 

-• 

— 

1,783 

1.976 


8 

Berth hire . . . 

— 


— 

1,533 

1 , 7 ” 


9 

Passenger fees 

.. 

... 

.. 

1,638 

2,281 


10 

Miscellaneous charges 

.. 

- 

- 

456 

77 


II 

Hire of crafts 

~ 

• • 

.. 

« 

• • . 


12 

Licence fees . 



- 

— 

_ 


13 

Fees for supply and use of 
weighing scales. 

... 


- 

- 

- 






L 75.323 

1,38,243 

1 , 39,377 

1,51,000 



Municipalities op Bhuj, Mandvi, Anjar and Mundra 




I 

Octroi . 

By all municipalities . 

Bombay Municipal Bo¬ 
roughs Act and Rules 
made thereunder. 

•• 

•• 

48,605 

49,000 

2 

Business Tax . . 

Ditto. 

Ditto. 

17,682 

31,504 

31,694 

27,000 

3 

Entertainment Tax 

Ditto. 

Order 1941 of H.H. the 
Maharaja of Kutch. 

46,532 

58,490 

44,855 

f 

51,000 

4 

Property Tax 

By all municipalities 
except Mandvi. 

The Bombay Munici¬ 
pal Boroughs Act and 
the rules made there¬ 
under. 

* * 

• • 


Has been intro¬ 
duced since the 
year 1953-54. 

5 

Fees for projections and 
balconies. 

Ditto. 

Ditto. 

3 , 6 t 5 

3,107 

3,001 

3,000 


Village Panchayats at Madhapur, Kheodi, Bhachau, Adhoi, Rahpar, Nakhatrana, Bidada, Jakhau, Nalia 

I 

Taxes on Buildings and 
L^nds. 

All Village Panchayats 

Bombay Village Pan- 
chayat Act, 1933 and 
the rules made there¬ 
under. 



1,252 

These figures are 
very approximate 
figures as returns 
from some village 
Panchayats were 
not received in 
the- Collector’s 

Office. These fi¬ 
gures are upto 
30th June 1953. 

2 ^Pilgrim Tax . . 

Ditto. 

Ditto. 

•• 

• * 

•• 


3 

Taxes on fairs and festivals 

Ditto. 

Ditto. 



1,986 


4 

Octroi . • 

Ditto. 

Ditto. 



2,725 


5 

Marriage and Adoption 

Ditto. 

Ditto. 



• • 


6 

Sanitation 

Ditto. 

Ditto. 



14 


7 

“Gujari” (Market) Tax . 

Ditto. 

Ditto. 



• • 


8 

Vehicles and Animals Tax 

Ditto. 

Ditto. 



. . 


9 

Taj.es on shops and hotels 

Ditto. 

Ditto. 



3,584 


10 

Taxes on mills and factories 

Ditto. 

Ditto. 



303 









MANIPUR 

Replies of the Government of Manipur to the Questionnaire of the Taxation 

Inquiry Commission 

TAXES ON THE SALE OR PURCHASE OF GOODS 
AND ON ADVERTISEMENTS 


Question No. 125. 

(1) Sales tax is a tax on sales of commodities. It is 
considered that sales tax should not be extended to 
services. There is a distinction between a sales and a 
turnover tax in that the latter refers to services as well 
as commodities. 

(2) Transactions of sale or purchase in stock exchanges 
and future markets in which no actual delivery has taken 
place should not be subject to levy of sales tax. 


Question No. 126. 

A tax on sales of Newspapers and advertisements is 
not at present desirable. 


Question No. 127. 

Sales tax plays a very important part in the State's 
tax-structure. Sales tax is an addition to the revenues 
of the State. Excise duty is a duty levied upon a manu¬ 
facturer or producer in respect of the commodity manu¬ 
factured or produced. It is a tax upon goods not upon 
sales. Sales tax is a tax on the sale of goods. Excise duty 
and sales tax are separate and distinct, imposts. A custom 
duty is altogether different from sales tax. Sales tax 
implies change of ownership, while custom duty and 
octroi imply change of location. 

Question No. 128. 

(a) Sales tax is likely to continue to be leviable on 
the aggregate turnover for sometime. 

(b) It is not considered desirable and feasible to extend 
to other articles, the particular system adopted in respect 
of petrol. 

Question No. 129. 

(1) We have no other system to advocate. Single point 
system is recommended and under this system sales tax 
would continue to be as significant a source of State 
Revenue as at present. 

(2) We would advocate the above 2nd alternative. 

Although under the Multipoint System the rate of levy 
of sales tax is relatively low at almost all points of sale, 
few dealers are excluded and few goods are exempted 
(a) the consumers will be hard hit as the commodities 
will have to pass through many dealers, (b) it will be 
more burdensome to the dealers, (c) industry, trade etc. 
will be affected, and (d).there maybe more scope for 
evasion than under the Single Point System. 

(3) (i) Under the Single Point System of sales tax we 
do not think so. 

(ii) We have no suggestions to make except the present 
procedure. We have no alternative suggestion except 
that the taxable quantum may be raised so that the 
small dealers may be relieved of the burden. 

(iii) We do not at present see any noticeable change. 

(iv) Under the Single Point System there is a healthy 
financial aspect with less administrative complicacy and 
less scope for evasion. 


Question No. 130. 

(i) There should be special rates of levy for luxury 
goods higher than the ordinary rate. 

(ii) There should not be special rates of levy lower 
than the ordinary rate. 

(iii) Goods essential for the life of the community • 
should be exempted. 


Question No. 13L 

Uniformity of systems, rates, exemptions etc. is consi¬ 
dered desirable and feasible by formal convention. 


Question No. 132. 

Uniformity has been achieved to a considerable extent 
in regard to exemption in favour of “Goods essential for 
the life of the community”. Exemptions should be decided 
on the principal that goods essential for day-to-day life 
of community should not be taxed. It is considered that 
the scope of the provision contained in Clause (B) of 
Art. 286 should not be extended also to “Essential Arti¬ 
cles” under reference. 


Question No. 133. 

i 

As. regards “Sales outside the State”, “Inter-State Com¬ 
merce” etc., the relevant provision of Art. 286 of the 
Constitution of India is considered adequate. 

(b) In order to obviate the difficulties arising out of 
the Inter-State Transactions there should be only “Pur¬ 
chase Taxes” on Inter-State Transaction and that there 
should be uniformity in respect of the taxation of Inter- 
State Trade. Both sale ‘and purchase taxes will be paid 
ultimately by consumers and matters relating to collec¬ 
tion will greatly be simplified. 


Question No. 134. 

We think so. With a view to rectifying the position 
we suggest that there should be uniformity of rates of 
sales tax and the methods of applying it in so far as 
Inter-State Transactions are concerned. 


State Excises 

Question No. 135. 

(a) (i) & (ii) No comments or suggestions 

(b) There is proper co-ordination. 


General 

Question No. 136. 

Powers should be vested in this Administration to alter, 
by executive order, the rates of import, export and excise 
duties. Circumstances and limits shall have to be deter¬ 
mined after a careful and thorough examination of the 
matter. 


Question No. 138. 

The following is the list of “Luxury” articles : — 

1. Motor vehicles. 

2. Motor bicycles. 

3. Wireless sets. 

4. Cigarettes & cigars. 

5. Fountainpens. 

6 . Torch lights. 

7. Watches ^nd clocks. 

8 . Silk and silk yarn including artificial silk and 

rayon and artificial silk and rayon yam.- 

9. Gramophones and Radiograms' including spare 

parts and accessories. 

10. Camera, Cine-cameras, Enlargers and Projectors 

including spare parts and accessories. 

11 . Photographic films, plates and other accessories 

for developing, printing and enlargement. 

12. Bulbs and battaries for torch lights. 

13. Perfumes and cosmetics other than hairoil and 

toilet soaps. 

14. Smoking tobacco in sealed containers. 

15. Spare parts and accessories of wireless sets. 

16. Refrigerators, Frigidaires and air-conditioning 

plants including spare parts and accessories. 



4H 


Land Revenue and Land Cesses 
Question No. 143. 

For such areas, land revenue policy should be based 
on some form of periodical settlement. 

Question No. 144. 

If periodical settlement is introduced, the following 
modifications may be made : — 

(i) The period of guarantee should be at least 10 
years. 

(ii) During the period of guarantee a fixed assess¬ 

ment should be guaranteed for each class of 
land. , 

(iii) The rate of assessment should be varied accord¬ 
ing to the quality of land, in the manner laid 
down in the Assam Land Revenue Manual. 

(iv) No. 

(v) Payment in kind is not recommended'for adop¬ 
tion in Manipur, since its enforcement will 
entail expenditure and difficulties dispropor¬ 
tionate to the .advantages gained. It may also 
encourage dishonesty on the part of the rayats 
especially if the rate of assessment is fixed 
on a percentage basis over the actual produce. 

(vi) A certain amount of uniformity between States 
in the application of the principles explained 
above is obviously desirable. 

Question No. 145. 

If and when resettlement operations are taken up, the 
rates of assessment will have to be revised. In the course 
of resettlement instances may be detected where land is 
not used for the purpose for which it was given or settled 
and in such cases it will be necessary to reclassify the 
land and revise the rates of assessment accordingly in 
the manner laid down in the Assam Land Revenue 
Manual. 

Question No. 146. 

No surcharge need be levied in Manipur since the 
existing rate of land revenue was fixed by enhancing the 
old rate by 50 P.C. already. 

Question No. 147. 

This question does not arise, in Manipur, since its 
territorial limits have not been changed. 

Question No. 148. 

This question does not arise, since Zamindari system 
has not been in vogue in Manipur. 

Question No. 149. 

The rate of assessment may be revised in a downward 
direction if Co-operative farming comes to be more 
widely adopted. 

Question No. 150. 

We have no comments to make on this question. 

Question No. 151. 

In cases where land is not used for the purpose for 
which it was given or settled, it will be necessary to 
reclassify it and revise the rate of assessment accord¬ 
ingly in the manner laid down in the Assam Land 
Revenue Manual. . 

Question No. 152. 

The existing system of land revenue collection, namely 
the voluntary payment system, having been found in 
adequate, the Mauzadari system of land revenue cdllec- 
tion has been introduced in several parts of this State 
and this latter system is expected to yield satisfactory 
results, provided constant supervision is exercised on the 
, work of the Mauzadars. There is no question of the 
efficiency of the collection staff at the village or any other 
level being affected on account of enlargement of their 
functions. 

Question No. 153. 

Such a tendency does not exist here. 

Question No. 154. 

Levy of land cess is not in practice in this State. Nor 
has there been any proposal to levy it so far. The posi¬ 
tion is that the original rate of land revenue was very 
small, being Rs. 5 per pari (1 pari=2i acres) anly. 
On the abolition of the “Pothaug” practice, that is forced 


labour, a local rate of 3 annas per rupee was added to 
this rate. Thereafter as stated under Ans. No. 146 above 
during the last war, a surcharge of 50 P.C, was imposed 
on the resulting rate of land revenue. The present rates 
thus stands at about Rs. 9 per pari. In view of these 
factors, it is not considered desirable to impose any more 
tax in the shape of land cess. 

But if cess were to be levied 

(1) The basis of such levy should be land revenue for 
agricultural and residential land and annual value for 
industrial sites in the town. 

(2) A degree of graduation in the rates ef land cess 
may be introduced. 

(3) (a) It is desirable to place land cess within the 
purview of local bodies. 

(b) The cesses should be earmarked for purposes affect¬ 
ing the areas in which they are collected. 

(4) The question does not arise. 

Stamp Duties and Court Fees 
Question No. 162. 

As regards (1) and (2) we have no suggestion to make 
the Assam Schedule of Stamp duties & Court fees have 
been introduced in this State and we do not consider this 
requires any change now. As regards (2) certain degree 
of uniformity of rates is preferable and this can only 
be achieved if the Centre prepares a Schedule of rates 
after consulting rates of all States so that the poor and 
backward State may not feel the burden and at the 
same time the revenue of an advanced State may not 
suffer and directs all States to introduce this schedule. 

Question No. 163. 

We have no suggestion to make. 

Question No. 164. 

We do not agree with this view. 

Question No. 165. 

The most common method of evasion or avoidance of 
payment of stamp duty is the undervaluation of the 
property to which the stamp duty relates. Remedy lies 
in strict enforcement of the relative laws. 

Question No. 166. 

Certain uniformity in the rates of Court fees in all 
the States is desirable. 

Question No. 167. 

The schedules to the Indian Court-lees Act provide 
the lowest rate. Many States have amended the Act by 
increasing the rate tp increase revenue. The uniformity 
of rate may best be introduced if the Centre undertakes 
the sole legislative measure in this respect. 

Taxes on Motor and Other Vehicles 
Question No. J68. 

No change seems necessary in the present system of 
motor vehicles taxation. 

Question No. 169. 

Two-third of the net income i.e. deducting cost for 
establishment may be utilised for the maintenance and 
development of the roads. 

Question No. 170. 

We have no specific comment's to make. 

Question No. 171. 

We have no suggestion to make. 

Entertainments Tax 

Question No. 172. 

We agree to this view. It is considered that the rates 
of Entertainments tax as at present in force in this State 
have not reached the point of diminishing returns. 

We agree with the view that the tax should be levied 
at a uniform rate and this can be achieved by formal 
convention. 

A uniform rate on the gross collection may be levied. 

We have no suggestions to make in connection with 
modification of the system of levy. 
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Question No. 173. 

As regards exemptions the following should be the 
criterion : — 

(i) Character of the Entertainment (e.g. Educational 
film), and 

(ii) Nature of object to which net receipts are 
applied (e.g. Charity Show). 

Question No. 174. 

Evasion of Entertainment tax is not so important in 
small towns as in big towns and cities. Cinema houses 
should be properly checked to minimise the evasion. 
There should be a restriction on the number or propor¬ 
tion of complimentary tickets. The collection should be 
more generally by stamps. 

Question No. 175. 

As regards the extension of the scope of application 
of the tax to any of the organised and conveniently tax¬ 
able forms of entertainment we have no suggestions to 
make. As regards the exclusion from the scope of the 
tax or any kind of entertainment which is taxed at 
present we have no recommendations to make. 

Tax on the Consumption or Sale of Electricity 
Question No. 176. 

It is not desirable to levy a tax on the consumption or 
sale of electricity as it will check the generation and 
utilisation of electricity both for domestic and industrial 
purposes. 


Question No. 178. 

No comment is necessary, as it is not desirable to levy 
taxes both for domestic and industrial purposes. 

Question No. 179. 

We have nothing to modify our suggestions. 

Question No. 186. 

Does not arise. 

Betting and Prize Competition Taxes 
Question No. 181. 

We have no suggestions to make. 

Question No. 182. 

Extension of Betting Tax to other forms of betting is 
lot considered practicable. 

Question No. 183. 

We have no suggestion to make: 

Miscellaneous Taxes and Fees 
Question No. 184. 

We have no suggestion to make. 



TRIPURA 

Memoranda of the Government of Tripura to the Taxation Enquiry Commission 

MEMORANDUM I 


General Note on State Taxation 

1. The position in regard to Revenue and Capital 
Budget of the State of Tripura is shown below for the 


periods (i) before World War II, (ii) during the War and 
upto 1945-46 (inclusive), and (iii) from 1946-47 to present 
day. 


Gxour A 

(Before World War II) 
Budget for 1938-39 A.D. 


Receipts 


Expenditure 


Revenue Receipts 1938 ' 1939 


1938 1939 


Land Revenue 
Purtabartakar . 

Market receipts 
Ghar Chuktikar . 

Forest General . 

Forest Permit 
Kheda Operation 
Amlighat toll 
Grazing tax 
Sungrass Mahal . 

Sal forest 
Till and Cotton 
Adda 

Excise (Ordinary) 

Excise (Special) . 

Stamp 

Fines and Penalties 
Talabana 
Registration 
Jail . 

Cattle Pound 
Nazarana 
Money lenders fees 
Education 
Duty on tea 
Duty on Jute 
Duty on Match . 

Rent on building 
Miscellaneous 
Textile fees and duty on rice 
Licence fees 
Income tax 
Duty on tobacco 
Companies Receipts 
Medical 
Agriculture 
Municipal Income 
Anti T.B. Fund 


and paddy 


Rs. 

6,30,917 

36,811 

7.724 

49,089 

3,62,488 

77,037 

3«,905 
f 6,050 
3,812 
135 
88,157 
22,285 
94,533 

61,596 

",469 

8,235 

7,551 
4,357 
3,'57 
1,10,458 

'4,375 

22,586 

66,032 

56,915 

75,58' 


Ri. 

6,27,569 

40,420 

7,015 

47,366 

3,55,99° 

81,268 

3,95' 

40,325 

9,739 
4,'80 
1,928 
1,42,707 
24,096 
9',453 

65,660 

1,006 

6,930 

9,078 

7,39' 

3,4°6 

61,507 

5,577 

'5, 

49,4'4 
90,292 
37,674 

89,956 


Rs. 


Rs. 


6,304 

24,5'5 


Administration 

. , 

94,'84 

i,47,96i 

Revenue General and Excise 

Special 

84,115 

86,713 

Excise. 




Survey settlement 


14,355 

13,923 

Registration . 


3,958 

3.634 

Tahsil . . . 


48,964 

46,366 

Forest and Customs 


51,640 

62,256 

Publicity and Rajmala . 

* 

6,94' 

7,3i4 

Geological . . 


6,040 

5,750 

Unforeseen 


3,282 

3,285 

Judicial 


47,709 

52,469 

Jail 


29,249 

29,755 

Police 


84,029 

88,280 

Military 


1 , 64,167 

1,55,594 

Khash Sarestha 


. . 

15,295 

Chief Secretary’s Office . 

. ~ 

'5>55 8 

713 

Military Secretary’s Office 


. . 

7,390 

Suitanat 


69,242 

52,816 

Official tour of His Highness 


20,000 

30,000 

Nij Tahabil of His Highness 


1,94,59' 

1 , 98,418 

Entertainment of His Highness’ Offi¬ 

20,000 

30,000 

ce * / 

Allowance of Her Highness Maharani 

,, 

. . 

Regent. 




Sansar . 

. 

1 , 87,429 

1 , 42,609 

Dan Debarchan 

. 

67,463 

97,242 

State Pension and Pension Commu- 

93,721 

98,478 

tation. 




P. W. Department. 

• • 

72,272 

73,732 

Improvement 

» • 

i,i9,534 

1 , 15,369 

Electric and Water Works 

• . 

22,921 

25,387 

Purchase of property 


6,7'7 

3,184 

Sanitation 


. . 


Medical 


76,984 

84,791 

Municipality 


10,000 

17,750 

Education . . . 


1,30,783 

1 , 24,215 

Village re-construction and Agricul- 

6,493 

12,730 

ture. 




Irrigation and Kalyanpur reserve . 


. . 

Village Panchayat 

. 


6,125 

Payment of arrear debts 

. 

1,94,043 

1,53,520 

Miscellaneous 



i4,47» 

Relief to the distressed tenants 

'45 

3,543 


Registrar Joint Stock Companies 
Zoo . . . 

Expenditure regarding Income-Tax 
Increment of pay of the staff and D. A, 
Investment 

Supply Department Expenditure 
Independence Day Celebration 
Loans 

Boundary Commission 
Share Purchase of electric company 
Anti T. B. Fund Contribution 
Laon beyond Budget 
Small scale gifts 

Expenditure in connection with War 


*,442 


23,000 

25,000 

23,724 

692 


4,000 

1,064 


98 

18,338 


Total 


18,15,248 19,82,4** 


Total 


*o,*i,S94 *0,34.588 
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Group B 

( During the War and upto 1945-46 A.D.) 
Budgets for 1940-41 to 1945-46 A.D, 


Revenue Receipts 


Revenue 


Land Revenue 
Purtabartmakar 
Market receipts 
Ghar Chuktikar 
Forest General 
Forest Permit 
Kheda operation 
Amlighat Toll 
Grazing tax 
Sungrass Mahal 
Sal forest 
Till and Cotton 
Adda . 

Excise (ordinary) 

Excise Special 
Stamp 

Fines and Penalties 
Talabana 
Registration 
Jail . 

Catde Pounds 
Nazarana 
Money lenders fee 
Education 
Duty on tea 
Duty on Jute 
Duty on Match 
Rent on buildings 
Miscellaneous 
Textile fees on duty on rice and Paddy 
Textile and licence fees 
Income Tax 
Duty on tobacco . 

Companies receipts 
Medical . 

Agriculture 
Municipal Income 
Anti T. B. Fund 
Post-War Development Scheme 


1940-41 

1941-42 

1942-43 

* 943-44 

* 944-45 

1945-46 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

5,42,196 

6,13,664 

7 , 94,073 

11,98,188 

7 , 35,450 

7,29,621 

34,823 

39,647 

50,477 

85,081 

44 , 8 i 7 

57 , 88 i 

7,563 

7,542 

9,062 

13,472 

“>576 

13,650 

42 , 7*2 

62,471 

52,274 

82,075 

66,743 

65,*49 

3 , 32,922 

3,19,089 

4,72,364 

7 , 03,754 

9,02,860 

8,40,926 

67,50* 

81,464 

99,094 

1 , 33 , 47 * 

1,62,368 

1,82,987 

7,607 

2,290 


. . 


20,308 

39,995 

41,060 

42,449 

40,138 

67,352 

61,617 

16,385 

* 5,479 

19,428 

24,323 

25,242 

27,780 

4,392 

4,758 

4,702 

6,062 

4,271 

6,588 

1,806 

649 

5 , 33 * 

1,564 

4 , 2*7 

*,732 

66,422 

92,556 

37 , 6*2 

46,105 

37,546 

92,404 

25,299 

28,854 

29,007 

39,058 

28,451 

33.641 

97,339 

90,9*0 

97,880 

1,21,163 

*,89,368 

2,15,798 

« • 


. . 

. . 

. t- 

4,25,07* 

69,528 

70,289 

77,268 

1,04,7*4 

*,05,154 

1,26,419 

1,562 

*,599 

3,870 

6,380 

6,567 

5 , 54 * 

8,200 

7,585 

8,388 

11,372. 

9,650 

12,088 

8,061 

9,629 

**,497 

17,590 

* 7,454 

21,935 

7 , 3*9 

5,330 

10,922 

10,913 

5 , 72 * 

, . 

3 , 3*6 

--2,661 

3,196 

3,439 

4,612 

3,772 

47,080 

59,685 

70,623 

*,31,034 

73,*57 

52 , 1*7 

3,884 

4,559 

4,829 

4,284 

2 , 9*7 

2,891 

17,271 

18,801 

19,070 

20,822 

22,599 

25,585 

46,092 

53,690 

67,437 

60,760 

33,585 

61,165 

63,212 

45,*36 

57 , 50 i 

48,782 

33,322 

38,982 

9,607 

34,085 

43,428 

34,952 

62,306 

*3,441 

5,408 

7,088 

6,261 

12,034 

6,333 

7,180 

75,990 

70,845 

1,08,456 

1,08,259 

2,70,898 

3 , 93,033 


•• 

•• 

•• 

2,644 

* 4,357 


, , 


* * 

5,542 

i,i*7 

• ♦ 

• • 

343 

1,040 

2,208 

- 2,781 

• • 

* . 


. . 

*92 

1 , 5*6 

4,840 


* * 


•• 

•• 

•• 

•• 


1 , 44,175 

2,26,894 

3,26,949 



Total 

• 

16,68,357 

18,08,213 

22,06,842 

32,15,084 

31,70,942 

38,86,0697 


Expenditure 




* 940-41 

1941-42 

1942-43 

* 943-44 

* 944-45 

1945-46 




Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 


Administration 
Revenue General and Excise 
Special Excise 
Survey Settlement 
Registration 
Tahsil 

Forest and Customs 
Publicity and Rajmala 
Geological 
Unforeseen 
Judicial 
Jail . 

Police 
Military 
Khash Serestha 
Chief Secretary’, Office 
Military Secretary’s Office 
Sultanat 

Official tour of His Highness 
Sansar 

Dan Debarchan . , 

State Pension and Pension Commutation 
Public Works Department 
Improvement 
Electric and Water Works 
Purchase of property 
Sanitation 

Medical . , 

Municipality 
Education 

Village reconstruction and agriculturi 
Irrigation and Kalyanpur reserve 
Village Panchayat 
Payment of arrear debts 


1 , 39,987 

1,36,784 

1,32,928 

962.827 

1,22,675 

91,835 

91,406 

1,01,789 

8,890 

13,423 

11,113 

3,565 

7,830 

3,552 _ 

3,306 

4,30° 

45,589 

70,988 

f 1,14,049 

1,11,779 

1,21,890 

7,275 

8,453 

4,521 

4,439 

4,630 

2,308 

, 1,927 

1,596 

1,114 

2,176 

1,840 

1 , 9*3 

51,028 

39,079 

40,879 

42,342 

22,982 

20,031 

36,006- 

52,401 

89,270 

86,874 

88,999 

84,839 

1,66,060 

1,54,881 

99,628 

2 , 51,445 

15,811 

15,928 

17,464 

19,672 

6,817 

5,500 

7,480 

8,440 

49 , 4*9 

41,550 

40,649 

45 , 5*7 

30,000 

30,000 

1 , 38,652 

30,000 
1 , 30,906 ’ 

30,000 

1,01,494 

1,01,375 

90,700 . 

> 2 , 51,025 

1,04,580 

1,10,345 

63,813 

1,16,613 

87,405 

1,16,800 

81,814 

49,401 

1,25,625 

83,102 

90,641 

1,61,184 

28,582 

20,512 

33,433 

16,018 

5,764 

22,149 

11,242 

16,823 

2,926 

1,040 

.. 

2,000 

89,128 

96,782 

82,888 

85,534 

20,075 

22,423 

10,000 

15,000 

i, 3 i ,773 

1,25,397 

1,32,920 

1,42,810 

10,020 

8,576 

4,085 

13,328 

3,527 

95,271 

8,172 

2,763 

7,503 

9,164 

5,519 

5,236 

1,47,238 

1,26,532 

1,88,946 

1,49,826 


*. 38.449 

98,702 

9.654 

4,861 

i,39.56o 

3,558 

790 

44,506 

4J,348 

99,976 

5 , 55,298 

22 , 9*3 

10,660 

55,070 

30,000 

2,65,597 

1,23,811 

*,*6,194 

1,14,586 

*4,276 

4,297 

5*6 

*, 04,347 

15,000 

1,62,766 

25,823 

3,582 

5,463 

*, 47,895 


2 , 35,437 

1,05,928 

* 9,343 

11,988 

6,573 

1,52,282 

4,358 

2,390 
54,560 
34 , 9*5 
*,40,295 
2,9 *,324 
28„543 

11,030 

6 i ,757 

30,000 

1,65,020 

1,28,060 

*,44,4*4 

2,28,698 

*> 7*>743 

20,857 

25,376 

2,688 

1,00,59a 

18,000 

*, 93,597 

18,618 

4 , * 5 * 
6 , 4*1 
*,31,508 


{ 


57—2 T. E. Com. 
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Group B— Contd. 


Miscellaneous . . . . 

Nijitahabil of His Highness .... 
Entertainment of His Highness’s Office 
Relief to the distressed tenants 
Registrar Joint Stock Companies 
Expenditure regarding income tax 
Increment of pay and D. A. of the staff . 

Investment. 

Supply Department expenditure 

Independence Day Celebration 

Road fund loans (State) .... 

Boundary Commission .... 

Share purchase of Electric .... 

Company and State Bank Ltd. 

Anti T. B. Fund Contribution 

Loan Beyond Budget . . . . . 

Small scale gifts ...... 

Expenditure in connection with War 

War,fund State Contribution 

Pension ...... 

Road Improvement .... 

Co-operative ...... 

Purchase of War Bond .... 

Sradha Expenses of Late Mata Madhuam Maharani 
Marriage and Rajtika . , . 


Total 


Expenditure 


1940-41 

1941-42 

1942-43 

1943-44 

1944-43 

1945-46 

16,060 

1,99,719 

30,000 

1,314 

16,209 

1,89,730 

30,000 

3>426 

31,231 

1,88,766 

30,000 

2,980 

7,695 

1 , 42,973 

60,000 

8,220 

5,708 

3,01,821 

60,000 

272 

3,452 

3 , 55,799 

60,000 

14,663 

914 


j > 94 i 

690 

348 

593 

80,520 

102 

3,562 

1,711 

8,000 

85,795 

12,270 

11,21,344 

7,606 

2,07,464 

32,159 

4 , 34,643 






5,00,001 

1,000 

88,735 

30,000 

3,691 

o_ _ 

9,079 

1,26,716 

30,000 

94,249 

1,288 

2,11,488 

30,000 

57,193 

i ,494 

3,19,289 

39,900 

1,879 

3,42,989 

30,000 

70,596 

2,302 

1,70,538 

1,19,677 


65,366 60,478 

13,000 
1,74,318 


• 23 . 75.355 23,35,643 23,67,197 36,78,378 33,97,934 43.25,039 


Group C* 

From 1946-47 to 1952-53 A.D. 

Receipts 
1 950 - 5 « 


Expenditure 
1 950 - 5 1 


VII—Land Revenue 
VIII—State Excise 
IX—Stamps 
X—Forest 
XI—Registration 

XII—Receipts under Motor Vehicles Act 
XIII—Other Taxes and duties 
XXI—Administration of Justice 
XXII—Jails 
XXIII—Police 
XXVI—Education 
XXVII—Medical 


XXIX—Agriculture 
XXX—Veterinary 
XXXI—Co-operation 
XXXII—Industries and Supplies 
XXXVI—Miscellaneous Department 
XXXLX—Civil Works 

XLV—Stationery and Printing 
XLVI—Miscellaneous . 


4. Taxes on Income—Agricultural Income Tax 

7. Land Revenue ..... 

8. State Excise ...... 

9. Stamps . . . 

10. Forest . . . . ... 

11. Registration . . . . ' . 

13. Other Taxes and duties 

25. General Administration .... 

27. Administration of Justice 

28. Jaiis ...... 

*■ Not available 29. Police. 

37. Education ...... 

38. Medical ...... 

39. Public Health ..... 

40. Agriculture ...... 

41. Veterinary ...... 

42. Co operation .... 

43. Industries ...... 

47. Miscellaneous .... 

57. Miscellaneous ..... 


Rs. 


4,26,910 

34,230 

io ,457 

3,38,03 

18,670 


6,68,867 

1,28,787 

1,04,268 

9,07,708 

8,48,919 

2,24,473 

19,761 

1,10,517 

13,309 

L972 


7,394 

8,80,497 


Total 


47,44,764 


Receipts * 


1951-52 


VII—Land Revenue 
VIII-—State Excise 
IX—Stamps 
X—Forest 
XI—Registration 

XII—Receipts under Motor Vehicles Act 
XIII—Other Taxes and Duties 
XXI—Administration of Justice 
XXII—Jails 
XXIII—Police 
XXVI—Education 
XXVII—Medical . 

XXVIII—Public Health 
XXIX—Agriculture 
XXX—Veterinary 
XXXI—Co-operatic n 
XXXII—Industries and Supplies 
XXXVI—Miscellaneous Department 
XXXIX—Civil Works 

XLV—Stationery and Printing 
XLVI—Miscellaneous . 


Expenditure 


1951-52 


Rs. 

9 , 27,551 

4. Taxes on Income—Agricultural Income Tax 

1 , 46,477 

7. Land Revenue 




2 , 47,249 

8. State Excise . 




8,80,111 

9. Stamps 




80,851 

10. Forest 




47,428 

11. Registration 




59,284 

13. Other Taxes and Duties 




20,848 

25. General Administration . 




2,922 

27. Administration of Justice 




29,137 

28. Jails .... 




1,28,007 

29. Police .... 




9,212 

37. Education 




343 

38. Medical 




6,521 

39. Public Health 




. . 

40. Agriculture . . 





41. Veterinary 




1,325 

42. Co-operation 




28,518 

43. Industries 




10,115 

47. Miscellaneous 




4 , 76 i 

57. Miscellaneous 




47,841 





Total . 30,38,501 


Total 


3 ,i 6,755 

21,233 

2,551 

3,82,067 

18,671 

2,488 

9,22,609 

1 , 57,879 

1,26,499 

13,87,304 

10,06,995 

2,50,541 

1,32,172 

1,20,638 

13,240 

2,007 

15,012 

11,94,405 


60,73,066 


'Figures for 1946-47 to 1949.50 are not available. 
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Group C— Contd. 


Receipts 


Expenditure 


1952-53 


1952-53 


VII—Land Revenue 


10,05,790 

VIH—State Excise . . , 


1.31.659 

IX—Stamps 


3.27,876 

X—Forest .... 

• 

5 , 04 , 47 « 

XI—Registration 

. 

1,14,190 

XII—Receipts under Motor Vehicles Act 

38,594 

XIII—Other Taxes and Duties 


54 , 3 1 5 

XXI—Administration of Justice 


59 > 8 i 9 

XXII—Jails . . . . 


2,618 

XXIII—Police 


17,496 

XXVI—Education 


1,23,013 

XXVII—Medical 


5,308 

XXVIII—Public Health . 


2,024 

XXIX—Agriculture . . 


7,238 

XXX—Veterinary , . 


23 

XXXI—Co-operation 


to 

XXXII—Industries and Supplies 


H 47 

XXXVI—Miscellaneous Department . 


1,152 

XXXIX—Civil Works . 


11,507 

XLV—Stationery and Printing 


7,314 

XLVI—Miscellaneous . 


1 , 63,457 


Total . 25,78,221 


From the above BudgetgHfc position it is evident that 
there has been gradually 'Increase in realisation during 
and after the war period. This increase is mainly due 
to improved economic condition, owing to high prices, 
of the agricultural population and consequent better 
capacity to meet the demands for rent. Introduction of 
Special Excise Duty and receipts from some other new 
sources also contributed to the increase in realisation. 

Gradual increase on the expenditure side of the budge! 
s also noticeable. During the war period expenditure 
under almost all the heads went up by leaps and bounds. 

After cessation of war also trends on the side of ex¬ 
penditure have been found towards increase though 
there has not been any appreciable increase on the side 
of income. 

The increase in expenditure is mainly due to re-orga-« 
nisation in General Administration, Public Works and 
various other development programmes. 


It is observed that the major portion of the revenues 
of this State is derived from Land Revenue and forest 
produce. Revenue from State Taxes consists of the 
following principal items : — 

(i) Road Cess, 

(ii) Family Tax in the hills, 

(iii) Adda (Chowkidary), 

(iv) Tax on cotton and oil seeds, 

(v) Stamp and Court Fees, 

(vi) State Excise, 

(vii) Jute export duties. 


4. Taxes on Income—Agricultural Income Tax 

1,567 

7. Land Revenue 


• • V • 

3,54>"5 

8. State Excise . 



38>727 

9. Stamps 



19,015 

to. Forest . . 



4,2i,379 

11. Registration . 



28,189 

13. Other Taxes and Duties . 



2,5 01 

25. General Administration 



10,20,851 

27 Administration of Justice 



1,73,843 

28. Jails . 



1,47,772 

29. Police 



24,11,346 

37. Education 



19,26,499 

38. Medical 



3,59,72i 

39. Public Health 



1,70,471 

40. Agriculture . 



i,75,907 

41. Veterinary 



21,643 

42. Cooperation 



6,660 

43. Industries 



18,676 

47. Miscellaneous Department 



27,057 

57. Miscellaneous 

• 

. 

17,27,628 



Total 

91,13,637 


After integration of the State the following taxes have 
been introduced : — 

(i) Agricultural income tax, 

(ii) Motor Vehicles Tax, 

(iii) Entertainments tax. 

Revenue from the State taxes which have been in 
existence since pre-integration days and also revenue 
from from the taxes which have been introduced after 
integration may on the whole be said to be prospective. 


Efforts have been made both in pre-war and post-war 
days to increase tax revenue for financing development 
and also for balancing budget. 


A separate note containing brief description of Five 
Year Plan of the State is enclosed herewith. 


With a view to increasing efficiency of tax administra¬ 
tion, specially assessment and collection, the question 
of re-organisation of the existing set-up may be examin¬ 
ed. 


A Short Note on the Five Year Plan, Community 
Project,Tribal Welfare Schemes and National Exten¬ 
sion Service Programme in Tripura 

1 . FIVE YEAR PLAN 

Financial implications as envisaged in the Plan under 
different heads of development are as follows : — 

(Rupees in Lakhs) 


Heads of Development 


1951-52 

1952-53 

1953-54 

1954-55 

1955-56 Total for 5 
years 

Agriculture, Animal Husbandry, Co-operation 


» • * 

3-68 

4-86 

3-95 

4 *01 

16 *50 

Forest. 

. 

0*40 

2 -78 

2-74 

a -70 

2-68 

11 -30 

Power Projects ......... 

. 

.. 

0*10 

4*00 

2 90 


7 -oo 

Cottage Industry. 


«• 

1 -73 

i -57 

125 

I *27 

5 -8a 

Education.. 

• 

0-29 

3 - 9 ° 

10-15 

5-84 

3-82 

24 -00 

Medical. 

. 

.. 

2 -04 

2 -31 

3-23 

4*12 

11 70 

Public Health.' 

• 

• • 

036 

0*71 

0 -84 

I -09 

3 -oo 

Communications.. 


8-56 

18-85 

30 -08 

32-75 

37-76 

128 -oo 


33-44 56-4a 53-46 54 75 20732 


Total 


9-25 
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Physical targets envisaged under each head are as 
follows : — 

Agriculture. —Establishment of a seed store in every 
sub-division. Reclamation of waste land in Gov¬ 
ernment Agricultural Farm. Minor irrigation 
involving reclamation of silted up tanks and 
excavation of new tanks and canals in suitable 
areas. Establishment of Horticultural Farm and 
demonstration of fruit canning. 

Animal Husbandry. —Establishment of Veterinary 
dispensaries in sub-divisions. Improvement of 
live-stock by providing improved stud-bulls, 
goats, fowls etc. 

Co-operation.—Organisation of co-operative societies 
throughout the State. 

Forest. —Demarcation of boundaries of Reserved 
forests. Reconnaissance survey of protective 
forests and afforestation of forests in areas 

where the forests have been exploited and trees 

have been sparse. 

Power Projects. —Nationalisations of the Electric 
Supply Co. at Agartala. 

Cottage Industries. —Setting up of an Industrial orga¬ 
nisation; establishment of three training centres 
and organisation of peripatetic training parties; 
establishment of one sales emporium and render¬ 
ing fjfiqncial help to cottage and small sacle 
industries. 

Education. —Improvement and expansion of M.B.B. 
College at Agartala so as to convert it into a 
Rural University. This involves construction of 
Men Students’ Common Room, Gymnasium and 
pavilion, Hostels for Boys and Hostel for Girls, 
quarters for Principal and Vice-Principal and 
furnishing Library and Laboratory with books 
and equipments, setting up of a small hospital 
for College with equipments, providing electri- 
• city and water arrangements and classes in 
Geography and Domestic Science etc. 

Construction..—Starting of 4 H.E. Schools and 
construction of quarters for teachers and Board¬ 
ing Houses. 

Construction of houses for night schools, 
furnishing Bir Chandra Library with books and 
magazines etc. Grants-in-aid to Harijan Night 
Schools, Clubs and Associations. ih.id to indi¬ 
viduals in connection with the revival of fine 
arts and inter schools sports. 

Medical. —Improvement and strengthening of Medi¬ 
cal Directorate. Improvement of Medical facili¬ 
ties at H.Q. including opening of 10 bed 
infectious ward at V.M. Hospital for small pox 
cases and another 10 -bed ward for Cholera cases. 
Opening of an out-patient department at V.M. 
Hospital. Opening of 16 -bed Male ward for V.M. 
Hospital. Improvement of medical facilities in 
sub-division which includes opening of 20-bed 
Hospitals at 3 Sub-Divisional Headquarters and 
starting of 6 dispensaries at different places. 

Public Health. —Sinking of tube wells and ring wells 
for providing drinking water to the village 
people. 

Communications. —Construction of 207 miles of 
Major District Roads. 350 miles of village roads 
and improvement of 83 miles of existing roads. 

Achievements under Five Year Plan 

Agricultural, Animal Husbandry and Co-operation .— 

4 acres of land at the Government Agricultural Farm at 
Lembucherrah have been reclaimed and 1000 Fruit grafts 
have been planted. 

Two local boys have been sentuto Bengal Veterinary 
College for training and 6 (six) stockmen have been sent 
to Gauhati Veterinary College for 6 months’ training in 
junior course. 

One Officer (Co-operative) has returned after training 
from Poona College and another is undergoing training 
there. 18 Co-operative Societies have so far been formed. 

Forests. —Construction of houses for offices and staff 
is in progress. Construction of 4 rest houses and 4 boat- 
cum-officers quarters have already been completed. 

As regards training of students, 4 ranger students have 
been sent for training at Forest College, Coimbatore, 
Madras— 4 students, have been sent for training to 
Kurseaong, West Bengal and the first batch of 7 non- 
matric Foresters have come back after completion of 
their training from West Bengal School Kurseaong, 
Second batch of 1 non-matric foresters has been sent 
to Kurseaong. 


Power Projects— The Agartala Electric Supply Com- 
pany has recently been formally taken over by Govern¬ 
ment. 

Cottage Industries. —An Industrial Organisation has 
been set up. In the mean time (four) peripatetic training 
parties have started work imparting training to the 
people in different crafts. 

Research work is being carried out to replace wood 
by bamboo as far as possible in house hold furniture, 
resides training in bamboo and cane work, training in 
leather work and paper making is being imparted by the 
peripatetic training parties. 

Education. —Implementation of the Scheme for im¬ 
provement and expansion of the existing M.B.B. College 
so as to convert it into a rural University is in progress. 
Books and equipments for Library and laboratories have 
been purchased. B. A. Honours Courses in English and 
Bengali and B.Sc. Classes have been opened. 

Under Secondary Education Implementation of scheme 
is programmed from 1953 - 54 . Construction of 2 
H.E. Schools, 1 quarter for Head Master and 1 Boarding 
House has been commenced. 

Medical. —-Construction of 3 20 -bed Hospitals is in pro¬ 
gress—Hospital at Kailashahar has already been started 
in 1952-53 in a rented building. 

3 Dispensaries were sta$M last year—two more dis¬ 
pensaries are being started «oon. 

Construction of the out-patient department at V.M. 
Hospital is almost complete. 

Public Health. —126 tubeiiWfldls and 12 ring wells were 
sunk last year. Work is in progress for sinking similar 
number of tube wells and ring-wells at various places of 
the State during the current year. 

Communications. —Work of 182 miles of major district 
roads is in progress out of which work of 85 miles is 
Almost complete. Survey of 36 miles has been completed 
Ond the detailed scheme in respect of this portion is 
under examination. Survey and other preliminary opera¬ 
tions are being made for the remaining portion. Work 
of 182 miles of village roads has been undertaken out 
of which work of 57 miles is almost complete. 

Progress of Expenditure 


(Rupees in lakhs.) 



1952-53 

Actuals 

1953-54 

Revised 

1 954-55 
Budget 

Agriculture, Animal Husbandry 

■J3 

2-53 

4 9 

and Go-operation. 





Forests . . • . 

• 

•82 

2-53 

4-09 

Power Projects 

• 

•II 

3 -°o 

3 -GO 

Cottage Industries . 

. 

•l6 

0 -8i 

3-52 

Education 

• 

3 65 

5-i7 

11 -98 

Medical 

. 

•40 

5-10 

9-34 

Public Health 

• 

•71 

1 -06 

2-66 

Communications . 

\ 

7-04 

27-73 

66-8o 


2 . COMMUNITY PROJECTS 

A development Block was taken up and inaugurated 
on the 2 nd October, 1952 . A portion of Nutan Haveli and 
Old Agartala Tehsils with Jirania as H.Q. was selected 
for the purpose. 

Community Projects Administration had sanctioned the 
programme and three-year estimates for Rs. 17-92 lakhs 

Allotments as approved for different developments 
under Community Poject are shown below ; — 


Rs. in lakhs 


Head Quarters .... 

• • 

• 

3 -io 

Agriculture and Animal Husbandry Extension 

• 

0-74 

Irrigation .... 

• • 

• 

o -35 

Health and Rural Sanitation 

• 

• 

1 -8i 

Education and Social Education . 

• 

• 

2 -15 

Communications .... 

• ’ • 

• 

8-27 

Rural Arts, Crafts and Industries . • 

. 

• 

■ 1 «50 


17-92 






'The programme under the Community Project is as 
follows: 

Purchase of Jeeps, trailors, equipments for publicity 
and construction of houses for accommodation 
of office and personnel; 

Establishment of a veterinary dispensary and arti¬ 
ficial insemination centre; Establishment of 3 
Agricultural Demonstration centres through Co¬ 
operatives; Developments of inland fisheries; 
Introduction of manures and compost competi¬ 
tion; Production and distribution of Bone meal; 

Minor irrigation schemes ; 

Establishment of a 6-bed Hospital with a Mobile 
Medical Unit and Maternity Centres; sinking 
of tube wells and surface wells for drinking 
water; 

Conversion of 9 Primary Schools into Junior Basic 
and 2 M.E. into Senior Basic; opening of recrea¬ 
tion centres; opening of night schools for adult 
education, social education through audio-visual 
media; Construction of 150 miles of village 
roads; and Imparting training to villagers in 
various Cottage Industries and crafts by setting 
up peripatetic training parties. 


So far 294 Nos. oi Compost Pits have been dug. 

Farm yard Manure has been prepared at 606 centres. 

1079 mds. of Fertilizers have been distributed. 

103 mds. of Improved seeds distributed. 

4 Pumping Sets for irrigation purpose have been 
distributed. 

Rotavator cultivation has been demonstrated at 67 
centres. 

Agronomical trial has been undertaken at 246 plots. 

25 acres of land has brought under fruit cultivation. 

64 acres (against 35 acres in the previous year) of 
land has been brought under vegetable cultivation. 

1535 Nos. of hardwood trees have been planted by the 
roadside. 

1984 acres of cultivable waste land has been reclaimed 
and utilized for cultivation of food crops. 


Achievements 

Two Jeeps have been received and two trailors have 
just arrived. 7 houses have been constructed and 4 (in¬ 
cluding office building) will be completed within the 
financial year. 

One Vety, dispensary has been set up and is function 
ing. 4 bulls have been purchased. As soon as the Insemi¬ 
nation sets are received artificial insemination will be 
undertaken at Jeerania and the Outlying centres. 
Japanese method of cultivation has been demonstrated 
at 96 centres during the last growing season. 


Irrigation survey of Charzharia, Ghoramara, Dhanera 
rivers has been completed. Through peoples initiative 
£ mile drainage irrigation has been made. 1 mile of 
Kutcha bund has been prepared by the people. The latter 
offers irrigation facility to an additional area of 300 acres. 

31 Nos. of cattle have been castrated and 18,136 Nos. 
of cattle inoculated against rinderpest etc. 

5 Nos. of new tanks have been excavated and 8 Nos. 
of New wells dug. 

6 wells have been renovated. 62 tanks have been re¬ 
excavated. 

56 tube wells have been sunk. 


The six bed Hospital-cum-dispensary at Jeerania is 
Basic and one M.E. School into Senior Basic. 10 Libraries, 
15 Reading Rooms, 20 night schools, 14 Sports Clubs have 
been started. 7 Bhajan Mandalis have been formed. 

The six bed Hospital-cum-dispensary at Jeerania is 
functioning. A large number of patients are being treated 
daily as out-door patients. The beds of the Hospital are 
always full. 

30 miles of roads and 15 nos. of bridges/culverts have 
been constructed. 4 foot paths have been constructed by 
the villagers themselves. Survey and construction of 91 
miles of villages roads are simultaneously in progress. 

The implementation of schemes under Cottage Indus¬ 
tries has just been taken up. 


8 Nos. of Multipurpose Co-operative Societies have 
been formed. 

81 Nos. of Pally Unnayan Samaties have been form¬ 
ed. 

Ks. 

Peoples contribution by labour .... 1,67,566 

Peoples contribution by cash (& other kinds of con¬ 
tribution) .87,715 

Total contribution.2,64,281 

Goverment's contribution . . . . . 2,59,400 

The following table will give an idea about the results 
obtained in the field of increase in agricultural produc¬ 
tion : — 


Area under crop (in Production Yield per acre (Mds.) 

acres) Quantity (Mds.) 

Name of crop . .. ._____——— 

Base 1st year Base 1st year Base ist year 
period or 2-10-52 to period or 2-10-52 to period or 2-10-50 to 
previous 2-10-53 pievious 2-10-53 previous 2-10-53 
year year year 


Paddy:— 

Aus ........... 

Aman ........... 

Boro ... . ....... 

Jute ... 

Rape and Mustard . . . .. 

Cotton . . . . . • • • • • 

Sugarcane. 

Sesamum . . . • • • • • 

English Vegetables ......... 

Country Vegetables . 


8,231 

8,420 

98,772 

1,17,880 

12 

>4 

9,320 

9,415 

39,8oo 

i, 45,932 

15 

15 * 

4 ” 

450 

3,699 

4,275 

9 

9 * 

2 , 5 1 9 

2,495 

25»'90 

29,940 

10 

12 

1,274 

*,505 

7,644 

9,030 

6 

6 

320 

352 

1,600 

1,938 

5 

5 i 

415 

350 

12 , 45 ° 

15,750 

30 

35 

350 

475 

1,050 

1,900 

3 

4 

5 

27 

N.A. 

N.A. 

N.A. 

N.A. 

30 

72 

N.A. 

N.A. 

N.A. 

N.A. 









Progress of Expenditure 



1952-53 

Progressive expendi 
ture upto 31-12-53 
Rs. 

Head quarters • 

45.252 

93.600 

Agriculture, Animal husbandry Exten 
sion . . • . . 

5.300 

n,800 

Irrigation . . • . • 

. • 

t.500 , 

Health & Rural Sanitation 

3.445 

61,500 

Education & Social Education • 


5,100 

Communications . 

3 .000 

85,900 


Rural arts, crafts & Industries 


1,19,002 2,59,400 


3. WELFARE OF SCHEDULED TRIBES 

A lump grant. of Rs. 2 , 50,000 was sanctioned , with 
assurance to raise it to Rs. 4 , 00,000 during the year 
1952-53 and a similar grant of Rs, 5 , 00,000 has been 
provided for the current year for the implementation 
of Schemes for the welfare of Scheduled Tribes. 

Achievements so far made are as follows: 

Agriculture (Productive Irrigation). —10 (ten) pumps 
were purchased last year. These pumps are be¬ 
ing let out for irrigation in the interior hill 
areas. Some of the pumps are being sold on hire 
purchase system. 

Education. —Last year 10 two-teacher Schools (with a 
boarding house attached to each school) and 


80 one-teacher schools were Opened. These haVff 
been strengthened by appointing more teachers. 

Grants-in-aid have been made to the existing 
schools in tribal areas. One Jr. Basic School has 
been started recently. 

Medical. —Construction of 4 dispensaries (all of 
which commenced working in rented houses— 
temporary sheds in 1952 - 53 ) is in progress and 
will be completed soon. A Medical Van-cum- 
Ambulance Car with necessary staff and medi¬ 
cine is rendering medical aid in tribal areas 
according to programme. 

Public Health. —37 tubewells were sunk and rings for 
25 ring wells were manufactured last year. These 
tube-wells are being maintained and 25 ring 
wells are being sunk. 

Village Roads. —Work of special repairs to Khowai- 
Padmabil Road and Bishalgarh—Kamthana 
Road (which were commenced last year) is 
nearing completion. 

Construction of a foot-tract has been taken up. 

Discretionary Grant. —Agricultural implements were 
purchased and distributed to tribals. Grants-in- 
aid are being given for development work among 
the tribal people. 

Jumia settlement work. —Operations have recently 
been started through a special organisation set 
up for the purpose 

A statement showing allotments and expenditure for 
1952-53 and 1953-54 under different heads is given 
below : — 


Heads of Development 

1 952-53 


> 953-54 

Allotment Expenditure 

Allotment 

Expenditure 
for 6 months 

Agriculture (Productive Irrigation) ...... ^ 

Scheme for Educational advancement including hostels and scholarships 

Scheme for Public Health Anti-malarial operations including drinking water : 
supply Medical Public Health ........ 

Rs. 

43,800 

39 . 3 oo 

1.45.041 

Rs. 

17,708 

44,213 

25,300 

36,672 

Rs. 

33,000 

1,62,250 

88,604 

50,000 

Rs. 

N.A. 

56,358 

42,419 

6,000 



61,972 

1,38,604 

48,419 

Scheme for Village Roads. 

47,000 

33,500 

44,750 

21,524 

Discretionary Grant of Chief Commissioner ....... 

Jhumia Settlement ........... 

25,000 

K) 

#0 

4 *- 

25,000 

83,596 

2,400 

Total . J -. 

2,99,041 

say 3 lakhs 

1,81,435 

4,87,200 

1,28,701 


•In the year 1952-53 Rs. 20,000 was spent against 7—Land Revenue—Survey Settlement—-Record Operation. The Scheme has been transferred to Tribal. Welfare with 
effect from the year 1953-54. 


4. NATIONAL EXTENSION SERVICE 

A block under the N.E.S. Programme has been taken 
up and inaugurated on 2 - 10 - 53 . The entire area of 
Dharmnagar Sub-division has been selected as the area 
of the Block. 

The Government of India have allotted Rs. 50,000 for 
the current year. It is not possible to draw up any 


comprehensive scheme without survey of the area. 
Preliminary survey of the entire Sub-division was there¬ 
fore undertaken and is nearing completion. 


Some night schools have been started by the people 
and construction of some kutcha village roads have 
been undertaken by the villagers. 






MEMORANDUM n 

General Note on Local Taxation 


In this State there is only one Municipality in Agartala 
Town with a population of 42 , 595 . This has been in exis¬ 
tence since pre-integration days. The income of this 
Municipality is mainly derived from grants-in-aid. Num¬ 
ber of taxes from which the Municipality derive some 
revenue are very few and the amount of revenue from 


such taxes is not considerable. The following principal 
items of taxes are now realised by the Municipality : — 

(i) Municipal tax (tax on income of the owner of 
a holding). 

(ii) Latrine tax. 

The details of income and expenditure of this Munici¬ 
pality for the last 5 five years (from 1949 to 1953 A.D.) 
is shown below : 


Details of income and expenditure of the Municipality for the last five years (from 1949-50 to 1953-54) 


SI. No. Heads of Income 


Income 


1949-50 1950-51 1951-52 1952-53 * 953-54 


Remarks 


1. Municipal tax ....... 3,07a 

а. Latrine tax ........ 

3. Licence fees (for cycles and rickshaws) . . . 2,159 

4. Miscellaneous ....... 28,123 

5. Government grant ...... 40,000 

б. Government Loan ....... 


4,405 

* 2,939 

* 3 ,* 7 6 

8,329 

*953-54 figures upto 
31st January, 1954. 


9,025 

5.394 

2,869 


10,863 

**, 74 ° 

13,070 

16,382 


58,492 

64,873 

66,203 

41,829 


20,000 

20,000 

36,000 

60,000 


. . 

12,000 

. . 

60,000 



Expenditure 

Items of expenditure ---- Remarks 



* 949-50 

1950-5* 

*95 *-52 

*952-53 

*953-54 


1. Administration .... 

. . . 30,065 

50,15* 

9*,750 

92,068 

74,399 

*953-54 figures upto 
31st January, 1954. 

2. Conservancy ...... 

4,400 

* 9,534 

9,555 

20,140 

8,575 


3. Drainage ..... 

. 


• • 

• • 

• > 


4. Lighting ..... 

*, 79 * 

6,255 

2,033 

487 

3,392 


5. Medical and Public Health 

994 

9,422 

*,253 

4,939 

4,139 


6. Roads & Buildings . . . . 

5,676 

18,918 

*>458 

*0,336 

*4,069 

Roads and buildings 
includes drainage. 

7. Miscellaneous 

5,373 

10,211 

16,769 

7,184 

27,5*5 


From the position stated above it appears that efforts The existing set-up for assessment and collection of 

will have to be made for increasing the tax revenue by taxes also will have to be re-organised with a view to 

imposition of new taxes. For the purpose the present increasing the efficiency of the tax administration. 

Municipal Act requires to be substituted by a better Act. 

The matter relating to extension of the West Bengal The Budgetary position of this Municipality shows that 

Municipal Act is under examination. there has been considerable increase on the side of 

expenditure without any appreciable increase on the 
When the present Municipal Act is replaced there will side of income. Consequently this Municipality should 

be ample scope for taxation. have to find out all possible sources of tax Revenue. 















MEMORANDUM HI 


General Note on 

The position of land Revenue with reference to the 
periods (i) before World War II, (ii) during the war and 
up to 1945-46 (inclusive) and (iii) from 1946-47 to present 
day is shown below in 3 groups : — 

Group A 


(Before World War 11 ) 

(Receipts for 1938-39 A. D.) 


1938 

1939 

(i) Land Revenue 

6,20,917 

6,27,569 

(ii) Total Tax Revenue 

M 4 j 235 

1,22,221 

(iii) Total Revenue of the State . 

18,15,248 

19,82,428 


Group B 

(During the War upto 1945 - 46 ) 
Receipts during the War and upto 1945-46 



Year 


Land Re¬ 
venue 

Total tax Total re- 
Revenue venue of 
the State 

1940-41 

• 


5,14,196 

1 19,219 

16,68,357 

I 94 , - 4 a 



6,13,664 

1,46,451 

18,08,213 

1942-43 

• 


■ 7.94.073 

1,51,186 

22,06,842 

1943-44 

• 


. 11,98,188 

2 , 36,537 

32,15,084 

1944-45 

• 


. 7.35.450 

1,65,253 

31,70,942 

1945-46 

■ 


7,29,621 

1,84,451 

38,86,066 




Group C 




(Receipts from 1946-47 to 1952 - 53 ) 



Year 


Land Re- Total Tax Total Re¬ 
venue Revenue venue of 

the State 

1946-47 

• 


. 

• • 

• « 

1947-48 

• 


. 

•• 


1948-49 

• 


. 

•• 

•• 

1949-50 

■ 


. 

•• 


1950 - 5 1 

• 


. 

•• 

•• 

t 95»-52 

• 


• 9 . 27.551 

1,06,712 

30,38,501 

1952-53 



• 10,05,790 

92,909 

25,78,321 

•Upto 

14th October, 

>949 

i.e. upto pre-integration period. 



Land Revenue 

From the above position of the receipts it appears that 
during and after the War there has been some increase 
in realisation. This is mainly due to larger collections 
on account of better prices. 

No Land Reforms have been undertaken in Tripura 
as yet. As the existing Land Law is over 60 years old, 
it is necessary that this law should be replaced by a 
suitable Tenancy Law to keep in time with the present 
day requirements. An Ad Hoc Committee has, therefore, 
been set up to examine the question of Land Reforms. No 
scheme has .get been drawn up. 

Under the existing land laws of the State, no occu¬ 
pancy right is recognised. There is no fixity of tenure- 
ryotwari (Jote) holding being heritable and transfer¬ 
able only with the permission of the superior Land¬ 
lord. Unless mutation is done within 6 months of the 
transfer, the right is extinguished. No body is, how¬ 
ever, ejected so long as he pays the stipulated rents. 

Main principle underlying the system of settlement and 
re-settlement of land is to find out the area under actual 
occupation of the tenants and enhancement of rents on 
account of development of land in question. 

Scattered areas in different Sub-divisions on the 
requisition by the Sub-divisional Officers are taken up 
occasionally for survey settlement and re-settlement. 
Generally compass surveying is undertaken because of 
the hilly nature of the State. Proposal for Cadastral 
survey of the State is under contemplation. 

The question of abolition of Zamindary or any other 
tenure of similar nature has not yet been taken up. So, 
the question of payment of compensation does not arise. 

There is no Co-operative farming in the State except 
Swasti Samity. 

No agricultural land is generally allowed to be con¬ 
verted into non-agricultural land. In special cases such 
conversion is allowed but assessment is made at an 
enhanced rate but there is no standard of such enhance¬ 
ment. 

As the State has never been cadastrally surveyed, it 
is not possible to furnish the information regarding 
quantitative significance of receipts in relation to Land 
Revenue as a whole. 

No heriditary staff other than Government employees 
are engaged in land revenue administration of the State. 
The structure of land revenue district administration of 
this Government is given below : — 

District Collector 

I 

Sub-divisional Officers 

I 

Circle Officers 

Tahsildars (Class III staff) in charge of Tahsil Offices 
assisted by Assistant Tahasildars and Peons. 

Cost of administration is about 25 % of the total land 
revenue. 

There are provisions in the State Survey and settle¬ 
ment laws for preference of appeal by the assessees in 
the Revenue Department of the State (now District 
Collector) against the decisions of the settlement Offi¬ 
cers within 30 days from the date of order. 

There are arrears— 50 % of which is fictitious and will 
not be realised. 










MEMORANDUM IV 

Notes on Individual Taxes 

STATE EXCISE Question No. 144. 


Excise shops in Tripura used to be leased out by auc¬ 
tion before introduction of Central Distillery Scheme 
which took shape in the year 1947 . In some of the out¬ 
lying Sub-Divisions where supply of liquor is not possible 
from Central Distillery, the system of leasing out the 
Excise shop is still in existence. Such leasing Is governed 
by Tripura Exrise Act (Act II of 1926 T.E .—1886 A.D.). 

Answer to questions 

Question No. 135. 

(a) Since introduction of the Central Distillery Scheme; 
supply of liquor was being made from the Central Dis¬ 
tillery at Agartala to the Excise shops in outlying areas. 
But with the restrictions of surface route traffic through 
Pakistan after partition, vendors of outlying Sub-divi¬ 
sions have been facing transport difficulties. Consequently 
some Excise shops of outlying sub-divisions where there 
is no easy or direct road communications are being leased 
out as before. The p licy of partial relinquishment of 
Excise revenue is still in force in respect of the shops of 
the latter category. B t since integration no such case 
has been made out. 

(b) At present there is no excise duty on Medicinal 
and toilet preparations containing alcohol. There is no 
increasing tendency to put alcohol liquors on the market 
in the guise of medicai preparations. This Government 
is not in favour of imposing any tax on such medical 
preparations as these are not manufactured in Tripura. 
These are purchased and imported from West Bengal. 

AGRICULTURAL INCOME TAX 

This tax is realised according to the Bengal Agricul¬ 
tural Income Tax Act, 1944 as extended to Tripura and 
the rules made thereunder. 

Answers to Questions 
Questions Nos. 139 and 140. 

Agricultural Income Tax is going to be levied in this 
State for the first time. It is therefore difficult, if not 
impossible, to forecast the future trend of Revenue for 
this tax in the light of the progress of land reforms. The 
only modification .that can be suggested for safeguard¬ 
ing this revenue is its co-relation with non-agricultural 
Income Tax’. 

The co-relation suggested may take <he form of the 
levy of a single tax on the total of agricultural and non- 
agricultural income instead of the present Central and 
State taxes. 

As regards constitutional and administration prob¬ 
lems—these may be-overcome by entrusting the entire, 
work with the Central Income Tax Department and mak¬ 
ing arrangement for apportionment of a part of the total 
revenue for the State Government in the ratio which the 
Agricultural income bears to the total mixed income 
aright for tax computation purpose. 

, if it is suggested that the total mixed income should 
be arrived at as above by the Central Income Tax 
Organisation but* the levy of the Central and State Taxes 
should be made through separate machinarfes that may 
involve difficulties in getting the cases with agricultural 
income disposed of promptly. The Central Organisation 
may not pay so much attention to and have interest 
in such cases and consequently there will be inevitable 
delay in the actual levy of agricultural income-tax by 
the State Officials. 

LAND REVENUE AND LAND CES'SES 

The local Land Revenue Code (Act 1 of 1296 T.E.— 
1886 A.D.) is still in force in Tripura. As this is an anti¬ 
dated one the Government is contemplating to replace 
the law by one prevailing in any of the neighbouring 
Part A States. 

The Purtabartmakar (Road Cess) which is the principal 
cess is governed by the local Act IV of 1939 T.E .—1929 
A.D. and the rules made thereunder. 

Answers to- Questions 
Question No. 143. 

Ryotwari periodical settlement is prevalent here in 
Tripura. 

t T. E- Ces»./ 55 - 


(i) At present, period of guarantees is generally 5 years 
for ryotwari settlements of land in rural areas. But in 
practice it does not terminate even after the stipulated 
period if the ryot continues to pay rent. 

(ii) The rate of rent is fixed and assessed in considera¬ 
tion of the area, nature of land, yield etc., the rate of 
rent is assessed very low if the land is jungly and un¬ 
reclaimed. Rate is increased after some yeais when the 
land is reclaimed and become productive. 

(iii) As at (ii) above. 

(iv) Not at present. 

(v) Tripura being a hilly State having no adequate 

road communication, it will not be possible to collect crop 
in kind in the interior. * 

(vi) The topography of Tripura and its peculiar 
geographical position and other aspects precludes it from 
being similarly classed with other States. 

Question No. 145. ... 

It is suggested that at the time of resettlement, if it. 
is found that no improvement of the, land has been made 
or the land has not been utilised for the purpose for 
which the settlement was originally allowed, the land 
may be taken over by the Government and resettled with 
more enthusiastic party. 

Question No. 146. 

Levy of surcharge on the old rates in such cases is not 
recommended. 

Question No. 147. 

Tripura being a part C State the question does not 
arise. 

Question No. 148. 

(i) to (iii) The question of abolition of Zemindary 
has not yet been, taken up. Hence the question does not 
arise. 


Question No. 149. 

There is co-operative farming system prevalent here 
except one which is still in its infant stage. Hence it 
is not possible to comment anything at this stage. 


Question No. 150. 

(i) Alienation of land revenue (Devastan, Inams) sub¬ 
sists in Tripura and this may continue. 

(ii) This may exists. 

(iii) There should be a provision for suspension gad 
remission of land revenue for unforeseen circumstances. 


Question No. 151. 

(i) In conformity with the Grow More Food Policy, 
agricultural land in rural areas should not ordinarily be 
allowed to be converted to non-agricultural land. Even 
if it is allowed in some special circumstances, assessment 
should be made at rates according to the importance ot 
the converted land. 

(ii) Assessment may be made like Urban land. 

(iii) Assessment should be made on the merit of such 
non-agricultural lands. 

Question No. 152. 

The existing staff for the collection of land revenue 
is not adequate as there is tendency to enlarge the func¬ 
tion of the revenue staff in many matters as collection 
of statistic etc. This is effecting collection to some extent. 

Question No. 153. 

No such tendency to delegate the functions of the State 
Government to local bodies which are non-existent yet 
in the State. 
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Question No. 1S4. 

(i) and (ii) Land Revenue should be the basis of levy 
of cess, Purtabartmakar (P.W. & Road Cess) which is 
the principal cess levied on the basis of agricultural land 
is realised at one anna in a rupee of the annual land 
revenue from the cultivators, but big jotedars (tenure- 
holders) and Talukdars are to realise cess both on land 
revenue and annual letting value. Graduation in degree 
of land cess will not be suitable now. 

(ill) (si) There are no local bodies in rural areas. 

(b) P:W. & Road Cess is levied with a view to improve 
the road communication Water supply and other Public 
Works, one consolidated tax for local purpose is recom¬ 
mended. 

(i) Question does not arise. 

MOTOR VEHICLES TAX 

Motor Vehicles Tax has been introduced here with the 
adoption of Bengal 1 Motor Vehicles Tax Act, 1932 , by 
the end of the year 1950 . 


Answers to questions. 

Question No. 168. 

This is a small part C State and it had no, system of 
taxation on Motor Vehicles directly or indirectly before 
integration. After the integration of the State this Gov¬ 
ernment is following up the policies of other Part A and 
B States. This Government have imposed tax on Motor 
Vehicles in 1951 only. 


Question No. 169. 

No comment is possible at this stage 


Question No. 170. 

No. 



VINDHYA PRADESH 


Memoranda sent by the Vindhya Pradesh Government to the Taxation Enquiry Commission 


MEMORANDUM I 


General Notes on State Taxation 


The Union of the United States of Vindhya Pradesh 
was constituted in 1948 as a Part B State out of 35 
covenanting States of the former Princely India, the 
biggest of which was the Rewa State. The process of 
integration in the initial stages involved the setting 
up of two administrations in March 1948 , one at Rewa 
comprising the Rewa State alone and other of 35 States 
with headquarters at Nowgong. Both these units, were, 
however, consolidated into one in July, 1948 . 

The first budget was framed for the period October 
1948 to September 1949 . Thereafter the Government 
had decided that its financial year would be the same 
as that of the Indian Union and would commence on 
April 1 . Accordingly only a six month budget for the 
period October 1949 to March 1950 was passed. 

Federal Financial Integration 

Before the Constitution of India came into force on 
January 26 , 1950 , and the federal financial Integration 
agreement could came into effect from 1 - 4-1950 under 
which the subjects hitherto administered by the State 
were passed on to the Union Government and the State 
was declared as Centrally Administered Area with effect 
from 1 - 1-1950 and from January 26 , 195.0 it became 
a Part C State. Internal customs duties which alone 
yielded a revenue of Rs. 47 lakhs were abolished with 
effect from 1 - 4 - 1950 . Sales Tax was substituted in its 
place but it yielded a revenue of Rs. 15 lakhs only. 
Another important change effected under the Federal 


Financial Integration was that the privy purse of the 
Rulers amounting to Rs. 23 lacs will be paid by the 
Central Government and even after the constitution or 
separate Consolidated Fund for Vindhya' Pradesh it 
is being paid in full by the Union Government- without 
any contribution from the V. P. Consolidated Fund. 
Under Federal Financial Integration Agreement the 
V. P. Union was entitled to receive its appropriate share 
of income-.tax and other divisible ‘federal’ taxes as 
from the date of federal financial integration. The 
Union was also eligible to get all grants-in-aid on 
Capital or Revenue Account and all other forms of 
financial and technical assistance from the Central 
Government on the same principles and on the same 
basis as applicable to-Provinces, but on the conversion 
of this State into a Part ‘C’ State the entire constitu¬ 
tional position has changed. With effect from lit 
January, 1950 , the State was converted into a Centrally 
Administered Area and accordingly with effect from 
the financial year, 1950 - 51 , the budget estimates of the 
State became a part of the budget estimates of the Cen¬ 
tral Government. With the enactment of the Govern¬ 
ment of Part C States Act, 1951 , a Consolidated Fund 
for Vindhya Pradesh was created with effect from 
1 - 4-1952 although its balances still continue to be a 
part and parcel of the Public Account of India. The 
budget estimates for 1952-53 were for the first time 1 
presented to the State Legislature established as a 
result of the implementation of the Government of Part 
C States Act, 1951 . The figures of receipts and expends 
ture are as follows— 


Years 

Opening 

Balance 

Revenue 

Receipts 

Revenue 

Expenditure 

Surplus or 
Deficit 
(+) (-) 

Capital 

Expenditure 

Public Debt 
Loans and 
Advances 

Closing 

Balance 

I 

2 

3 

4 

5 

6 

7 

8 

1948-49 (Oct. to Sept.) . . . 

1,4865 

2,45 °9 

2,42-72 

+ 2-37 

49-24 

6355 

»,6533 

1 949 ' 5 ° (Oct. to March) 

1,65.33 

1,36-83 

1,21 -79 

+ 15°4 

12-29 

—93 -4° 

74-68 

• 950 - 5 1 (April to March) 

7468 

2,46-70 

2 , 25 - 97 ' 

+ 20-73 
s 

34 °4 

Transferred to 66-n 

the public Account 
of Central Govt. 

> 959 - 5 * . 

. 66 11 

2,56-14 

2,24-90 

+ 3L24 

1617 


-1,92-46 

1959-53 . 

9246 

2,99-36 

2 , 78-95 

+ 20-41 

26 -05 


46-49 


Year Revenue Revenue Capital 

Receipt expenditure Expenditure 


As a Part ‘C’ State the Central Government has been 
meeting the revenue gap of the Vindhya Pradesh Con¬ 
solidated Fund by (i) sanction of Central Grant-in-aid, 
and (ii) directly financing capital expenditure outside 
Revenue account. 


I 953 v 54 




(Estimates) 

446-41 

446-40 

130-86 

1954-55 




(Estimates) 

48*■82 

482•68 

211*20 


Charges in Budgetary Position 


The Vindhya Pradesh budget Estimates as a part of 
Central' budget appeared in the Central Demands for 
Grants with effect from 1950 - 51 . It was split up in 
two parts (i) under Ministry of States (ii) under yarious 
other Ministeries in respect of (a) Irrigation (b) Com¬ 
munications (c) other Civil Works (d) Territorial and 
Political Pensions (e) Superannuation Allowances and 
Pensions (f) Stationery and Printing and (g) Expendi¬ 
ture on displaced persons. As a result of the establish¬ 
ment of popular Government and a Legislative Assem¬ 
bly Demands for revenue expenditure with effect from 

1952-53 are presented to the State Legislature While 
demands for capital expenditure still form part of the 
Central Demands for Grants. With the recent amend¬ 
ment to the Government of Part C States Act, the capi¬ 
tal budget will also be transferred to the Consolidated 
Fund of the State during the course of the year 1954 - 55 . 


Being a Part C State it is not' ’getting any share from 
the income-tax pool and Central excises as such security 
deposits and amount at the credit of the various reserve 
funds have been merged in the Central Accounts. The 
actual receipts of Central Grant-in-aid for meeting 
revenue gap for the year 1952-53 were Rs. 72 lacs and 
it was Rs. 175’43 lacs for the year 1953 - 54 . The grant- 
in-aid for 1954-55 is Rs. 177 lacs. It is not known at 
present what form the Central assistance is going to 
take after the transfer of receipt and expenditure on 
capital account to the Consolidated Fund. of the State 
which has hitherto been financed by the Central Gov¬ 
ernment. 


Trends of Expenditure 

Based on the actuals for 1951-52 our normal revenue 
may be computed at Rs. 2-5 crores. The short fall in 

1952 - 53 actuals was mainly due to a fall of Rs. 20 lakhs 
under Forest due to abnormal fall in price or shellac 
and other forest produce. The Budget estimates for 

1953 - 54 includes, besides normal revenue, grant-in-aid 
of Rs. 175 lakhs and grant of Rs. 24'0 lakhs from Gov¬ 
ernment of India on account of their share of expendi¬ 
ture for certain schemes. The Budget Estimates for 

1954 - 55 include grant-in-aid of Rs. 177 lakhs by Cen¬ 
tral Government and grant of Rs. 30-10 lakhs from 
Government of India for specific schemes. 
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2. The expenditure has shown an upward trend which 
is largely on account of development schemes. The nor¬ 
mal expenditure should be computed at Rs. 2'5 crores. 
The mere fact that the State was constituted out of 
35 States of various sizes and standards of development 
yielding revenues ranging from a few thousands of 

Social Services 


SI. Department 

No. 


rupees to a little over a crore goes to show that areas 
of the State comprise of undeveloped tracts with little 
social amenities crying for large scale development work 
in all spheres of public life. Growing expenditure has, 
therefore, to be incurred on public utility services as 
would be seen from the table given below:— 

Department 


Actuals Actuals Actuals Estimates Estimates 
1950-5! 195 '-52 1952-53 1953-54 ' 954*55 


t. Education 


2. Medical 


3. Public Health 


4. Agriculture 


5. Veterinary 


e. Communication 


7. Electrification 


Total 


Development work in the field of Education, Medical 
and Public Health and "Agriculture was nominal prior 
to integration and much lee-way has to be made up 
to bring the State on par with the neighbouring States. 
Apart from this fact, the Services had to be re-organis¬ 
ed and their low scales of pay had to be brought on the 
level of Madhya Pradesh scales. Due to paucity of 
buildings for administrative and developmental schemes 
progressively increasing expenditure is also being in¬ 
curred on the construction of buildings at the head¬ 
quarters, districts and Tahsils. 

Payment of compensation to the landlords consequent 
upon the abolition of Jagirs and Pawais in the State is 
another new expenditure. This, however, is not proving 
an additional burden on the exchequer since the increase 
in revenues due to resumption of Jagirs is more or less 
sufficient to meet this charge. 

Expenditure on Development Programme of the States 

As regards expenditure on development programme 
size and pattern of such expenditure, brief description 
of the Plan including particulars of past execution and 
present position, future financing of the Plan from 
different sources, difficulties, lessons from previous 
experience assessment of prospects etc., the following 
documents are enclosed to this notes :— 

(a) Statement showing Allocations under Broad 
categories and amounts spent under Five Year 
Plan. (App. A) 

(i) Raising resources for the Plan (App. B) 

(ii) Review of the Plan (in general) with spe¬ 
cial reference to targets (App. C) 

(b) Public Co-operation and public participation in 
the Plan (App. D) 

(e) Statement showing development expenditure 
outside the Plan (App. E) 

2 

(d) Statement showing development expenditure in¬ 
cluded in the Plan (App. F.) 

(e) Statement showing ordinary expenditure (App. 
G). 

Revenues of the State 

The figures of the revenues of the State from its own 
sources for the years 1950-51 to 1954-55 are as noted 


below 

(Rs. in lakhs) 

i 95 o- 5 « 

239 -06 

Actual 

1951-52 

250 69 


1952-53 

237 -35 

>» 

1953-54 

347 -49 

Estimates 

1954-55 

2 S 75-72 

ft 


. \* ',, !i 



f-hv 



39.39.863 

43,28,026 

53,56,220 

83,07,900 

86,10,500 

12,00,483 

8,51,646 

14,04,611 

25,86,000 

23,66,700 

1,55,046 

i, 79 , 3 oi 

6 ,S+, 39 « 

13,99,800 

10,30,500 

2,46,738 

3,65,* 17 

14,25,052 

18,30,700 

27,01,300, 

1,90,9 18 

2,26,215 

3 , 53,597 

6,69,790 

8,65,400 

30,25,073 

27,82,440 

28,41,634 

40,41,500 

43,68,500 

5 , 47,343 

5 , 44,494 

5,87,610 

6,91,100 

5,80.500 

93,05,464 

92 , 77,239 

1,26,03,115 

1,95,26,700 

*,05,23,400 

The principal Heads 

of revenues 

are the following 



v 


Non-tax 

Year 

Total 

revenue 

Tax 

revenue 

revenue 
(Grants-in-aid 
specific or 
general etc.) 


i 950 - 5 ‘ 

246-73 

239.06 

7-64 

1951-52 

2j6.i3 

250.69 

5-44 

‘ 952-53 

299.36 

287-35 

72.01 

1 953-54 

446. 5 ‘ 

247.49 

199.0a 

(Estimates) 




• 954-55 

482.82 

275-72 

a07 . I 

(Estimates) 





Under Land Revenue larger receipts from the year 
1954-55 will accrue on account of abolition of Zamin- 
dari system. The tax on Agricultural income was levied 
towards the end of 1951-52 and its effect could be felt 
only with effect from the Budget estimates for 1952 - 53 . 
The Registration receipts have been shown under a 
separate major head with effect from the financial year 
1953-54 for the first time. Under Finance Commission’s 
Award no allocations under Union Excise Duties and 
Taxes on income have been made to V. P. 

Comparison of Tax revenue and non-tax revenue with 
the total revenue 

Grant in aid from Central Revenues for meeting the 
revenue gap has shown an upward trend as would be 
seen from the following data : — 


Non-tax 


Total Tax revenue 

Year revenue revenue (Granta-in-’ 


aid speci¬ 
fic or gene¬ 
ral etc.) 

1950-51 

246 -70 

239 -06 

7-64 

1951-52 

256-13 

250 -69 

5 44 

‘ 952-53 

299 >36 

227 '35 

72 *OI 

‘ 953-54 

446 5 ‘ 

247 ‘49 

199 -o'a 

(Estimates) 




‘ 954-55 

482 -82 

275 '72 

207 *x 

(Estimates) 
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Trends in Revenue from Principal Taxes 

(i) This State being a Part ‘C’ State does not get any 
share of income tax and central excise duties. It, how¬ 
ever, received Rs. 72 lakhs, Rs. 175 lakhs and Rs. 177 
lakhs during the years 1952 - 53 , 1953-54 and 1954-55 res¬ 
pectively as grant-in-aid to cover revenue gap. 

(ii) As would be seen from the data given above 
revenue from State taxes has also registered an 
increase. 

(iii) As a consequence of the enactment of V. P. Abo¬ 
lition of Jagirs and Land Reforms Act, 1952 , the net 
increase under Land Revenue of Rs. 16-98 lacs for the 
year 1954 - 55 , after setting off the amount of compensa¬ 
tion payable to ex-Jagirdars, will go up to Rs. 31 lakhs 
for the year 1955-56 and onwards. 

(iv) In addition a bill has been introduced in the 
State Assembly seeking to empower the State Govern¬ 
ment to increase the rates of land revenue up to a 
maximum limit of 25 % in view of the existing high 
prices of good grains which have no relation to the 
rates fixed some 30 years back. This is likely to bring 
in about 25 lacs additional revenues from this source. 

(v) With the passing of the Indian Stamps (V. P. 
Amendment) Act, 1953 , the rates of stamp duty which 
were lower than those obtaining in the neighbouring 
Part A States were raised. This has ensured increased 
revenues from stamps duty to the extent of Rs. 70 lacs. 

(vi) Signs of improved revenues from the Motor 
Vehicles Taxation Act are visible as a result of more 
and more motor vehicles having been put on the road 
and on account of improved collection of taxes. 

(vii) Agricultural Income-tax was levied with effect 
from 1952 - 53 . Before it could be stabilised, the abolition 
of Zamindari has given a serious set back to the reve¬ 
nues from this source. Revenue from this source is, 
however, bound to increase as a result of various G. M. 
F. Scheme under which liberal taccavi advances are 
being given to the cultivators for improving agriculture. 

(viii) State Excise. —The ■ revenues under this head 
show a downward trend. Reasons responsible for the 
short fall being :— 

(a) Low purchasing power; 

(b) Less consumption of spirit due to expansion of 
social education; 

(c) Policy of Government of India to reduce 10 % 
of opium quota every year until it is brought 
to zero. 

(ix) Forest. —Revenue under this head has increased: 


(In lakhs) 


1950-5* 

' It- « • •« 

79 -55 

Actual 

1 

1931-52 

• • • • 

80 -41 


* 95*-53 


16-16 


* 953-54 


75 -oo 

Estimates 

* 954-55 

. 

81 -8o 



(Estimates) 

Opening of new forest roads and easy means of com¬ 
munication will go a long way for the greater exploita¬ 
tion of the rich forest resources covering an area, of 
one third of the State with consequent augmentation of 
the revenue resources of the State. 

(x) Other Taxes and Duties. —This head consists of 
two items viz. (i) Entertainment Tax and (ii) Sales 
Tax. Receipts under (i) are small in as much as enter¬ 
tainment is restricted to cinema houses which are only 
a handful in the State. The number is, however, pro¬ 
gressively increasing and as such revenues under this 
head will also increase. Receipts from Sales Tax are 
definitely showing upward trend. Recently certain com¬ 
modities have been brought within the tax orbit and 
existing rates on certain other commodities have been 
enhanced with a view to augmenting revenues from this 
source. 

(xi) Registration.—Revenues from this source are 
small but they are going up as a result of the revision 
of the rates on par with adjoining States. 

Efforts to Increase Tax Revenue 
The details are given in Appendix B 
Practice in Regard to Fiseal Legislation 

There are separate Acts for land Revenue, States 
Excise, Forest, Taxes on motor vehicles, Sales Tax etc. 
Procedure regarding fiscal legislation is the same as 


laid down in the Government of Part C States Aet, 
1951 . According to it every Bill or Amendment which 
directly or indirectly involves financial implications is 
recommended by the Lt. Governor to the President of 
India. It is after his certification that legislations can 
be introduced in the Legislative Assembly. The practice 
is to introduce separate bills for each tax. 

Administration of Principal Taxes and Taxes Evasion, 
Avoidance Etc. 

(a) Land Revenue. —As mentioned in general note on 
Land Revenue (Memo. Ill) 

(b) Sale* Tax and Excise. —At the Secretariat level 
all these departments are under the Revenue protfolio 
and Revenue Secretary is the Secretary to the Govern¬ 
ment for these departments. He is assisted in the admi¬ 
nistration of these departments by a Joint Secretary. At 
present the Head of the Department is also ex-officio 
Joint Secretary to the Government for these depart-- 
ments. Except on matters of general policy or impor¬ 
tant changes in the administrative set up the Joint Secre¬ 
tary deals directly with the Government. In matters 
involving general policy the papers pass through Reve¬ 
nue Secretary. 

The structure of the Sales Tax and Excise Depart¬ 
ment consists of Commissioner, Excise and Sales Tax. 
The State is divided into two divisions and five districts 
for purposes of Sales Tax and Excise. In each division 
there is one Assistant Commissioner and in each dis¬ 
trict there is one District Officer 'who has combined 
duties of Sales Tax and Excise. Under the District 
Officers there are Sales Tax Inspectors and Excise Ins¬ 
pectors who are posted in different Tahsils and their 
jurisdiction is defined. The Assistant Commissioners 
and District Officers are also the Assessing Authorities 
under the Sales Tax Act. In respect of a dealer whose 
gross turnover exceeds Rs. 10 , 00,000 or whose taxable 
turnover exceeds Rs. 2 , 00,000 the Assistant Commis¬ 
sioner is the competent authority to assess such dealers. 
In other cases the District Officers are the assessing 
authorities. The appeals against the orders passed by 
the District Officers when the assessed tax does not 
exceed Rs. 2,000 lies to the Assistant Commissioner and 
beyond that to the Commissioner. 

Similarly, an appeal against the order passed by the 
Assistant Commissioner lies to the Commissioner. The 
final appellate authority is the Board of Revenue who 
hears the appeal against the orders of the Commis¬ 
sioner. There is also revisional powers vested in the 
Commissioner and the Board of Revenue when any 
substantial question of law is raised in the petition. 

Collection.—' The Tax is deposited quarterly by a dealer 
in the Government Treasury who files a copy of the 
treasury chalan along with his return evidencing the 
payment of tax. In case of excise the revenue is divided 
from the sale of country liquor and hemp drugs, country 
spirit is manufactured in the distilleries and stored in 
the bonded warehouses. Hemp Drugs are generally 
imported from other provinces. For purposes of excise 
the area is divided under Madras System and out-still 
system. In area under Madras System liquor is supplied 
from warehouses while in out-still areas the licensee 
does his own distillation. The country spirit or hemp 
drugs are issued to the licensee from the warehouses on 
payment of cost price and duty. The licence fee is 
determined by auction of shops every year and the loca¬ 
tion of shops is fixed every year. In case of Indian 
Made Foreign Liquor license is granted on payment of 
a prescribed fee. The collection from sales tax and 
excise for the previous three years is as follows:— 


Year 

Excise 

Sales Tax 

1950-5* • 

30 , 77.757 

17,96,30s 

1951-52 

. 3 *.*8,955 

19,62,238 

* 952-53 - 

. 38,43,35a 

* 7 , 70,953 


The cost of administration of Sales Tax and Excise 
works out to about 7 ’8% of the total revenue. 

Both excise and Sales Tax are indirect form of taxa¬ 
tion. As far as the tax payer is concerned he seems 
to be quite contented with the amount of tax levied. 
As far as Excise Income is concerned there is no scope 
of evasion of tax because the cost and duty of excisable 
articles is realised in advance. However, there may be 
some leakage of revenue due to inter-State smuggling 
and smuggling of country liquor from out-still areas to 
areas under Madras System. To check leakage of reve¬ 
nue from those sources. Preventive Staff is employed 
to check smuggling and also to prevent illicit distilla¬ 
tion. The incidence of illicit distillation is rather low. 
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As regards Sales Tax is concerned the tax is single 
point and is charged at the last stage of transaction. 
The evasion of Sales Tax is done Several ways since 
sales from a registered dealer to an other dealer are 
free from Sales Tax. This is the stage where the evasion 
generally takes place. The dealers try to evade tax some¬ 
times either by maintaining duplicate records with a 
view to conceal their real accounts. Generally the arti¬ 
cles spld to a registered dealer . are not properly ac¬ 
counted for by the purchasing registered dealer and it is 
also difficult for the Inspectorial staff fully to check 
the stocks and accounts of the dealers in every case. 
Some times evasion of tax is also done in the name 
of inter-State transactions. Cases have come to notice 
that merchants have exported Bidies to other States 
and then re-imported that Bidi for purposes of consump¬ 
tion in this State. Thus the payment of tax on both 
the transactions have been avoided. The Government 
has made certain amendments in the law whereby an 
endeavour has been made to prevent such evasions. In 
case of dealers with a turnover above Rs. 10,000 the 
issue of cash memo, has been made compulsory. A pro¬ 
vision tips also been made to assess escaped turnover. 
Proposal has also been made for exchange of informa¬ 
tion from different States to know the details of inter¬ 
state transactions. The question of levy of Purchase 
Tax on sUch transactions is also receiving attention of 
the Government. If the tax is levied multi-point there 
may be less chances of evasion. In such cases the rate 
of present tax may have to be reduced. 

(c) Stamps .—The Indian Stamp Act has been endors¬ 
ed in this State with effect from January, 1953 . The 
rates of duty on certain documents have been enhanced 
due to which an additional income of Rs. 7,000 .is 
expected. The income under this head is as follows 

1951-52 . . . • • ■ • Rs- 5 > 6 o, 3°7 

I 952~-53 . . . Rs. 6,02,284 

The cost of administration works out to about 4 . 25 % 
of the total revenues. The Deputy Commissioners are 
also the Collectors of Stamps in each district. Evasion 
from Stamp duty is likely either when no stamps are 
affiied on the documents required to be stamped or 
stamps of under-value are affixed. This evasion can be 
checked by proper inspection of the case'files and appli¬ 
cations in various courts. The Government is proposing 
to appoint an Inspector of Stamps whose duties will 
mainly be of touring and Inspections. He will bring 
to the notice of various presiding officers and Collectors 
cases of evasion of stamps as will come on his notice 
during the course of inspection and steps will be taken 
to realise proper stamps with necessary penalty. This 
will minimise chances of evasion. 

(d) Agricultural Income Tax .—The Commissioner, 
Agricultural Income Tax is assisted in his work by an 
assistant who is designated as Assistant to the Com¬ 
missioner, Agricultural Income Tax. At. present he is of 
the rank of a Tahsildar. His duties are mainly to in¬ 
spect the work of the Agricultural Income Tax in 
Tahsil and set the work on proper lines. He has to sub¬ 
mit his. inspection reports to the Commissioner. Tahsil- 
dars .are the assessing authorities in case of total income 
below Rs. 1 , 00 , 000 . Beyond that the Deputy Commis¬ 
sioners , are the Assessing authorities. The appeals 
against the orders of assessment passed by Tahsildar 
or Deputy Commissioner lies to the Commissioner, 
Agricultural Income-Tax and against his orders the 
appeal lines to the Board of Revenue. The High Court 
has also power under the Agricultural Income Tax Act 
to give decisions on references made by the Board of 
Revenue. .The tax is collected in 4 ' equal instalments 
The first instalment falling due after one month from 
the service of demand notice and subsequent instal¬ 
ments after 2 months from the date of the previous 


instalments. If the..tax is, not deposited within the due 
date the amount is recoverable as arrears of land reve¬ 
nue. In the districts the Deputy Commissioner is assist¬ 
ed by an assistant who is of the rank of Naib-Tahsildar. 
The total assessment made during'the years 1951-52 and 
1952-53 is Rs. 2 , 75,342 while the collection is only 
Rs. 58 , 318 . This tax is causing some hardship to the tax 
payers because the tax payers are generally illiterate 
agriculturists who are not in the habit of maintaining 
proper accounts of their income and expenditure. This 
is a backward area and the percentage of' literacy is 
rather low. Hence the maintenance of accounts as is 
desired for purposes of levy of tax is difficult. In the 
event of absence of account the assessing officer has 
mainly to depend on the agricultural data furnished 
by the Land Records Department in respect of acreage 
and produce but this too is not to be safely relied upon. 
The procedure regarding submission of various returns 
and maintenance of accounts is rather complicated 
hence it may be advisable to introduce some other form 
of tax such as cess to be levied at some fixed rate on 
the rent paid by an agriculturist with the abolition of 
intermediaries the incidence of taxation will also be 
reduced. 

(e) Entertainment Tax .—This tax is levied on the 
visitors going to a cinema or in other entertainment 
show excepts such show which are exclusively intended, 
for religious or charitable purposes. The rate of enter¬ 
tainment tax is as follows :— 


Exceeds 

But does 

Amount 


not exceet 

of duty 

I 

2 

3 


Four annas. 

One anna. 

Four annas. 

Eieht annas. 

Two annas. 

Eight annas. 

Twelve annas. 

Three annas. 

Twelve annas. 

One rupee. 

Four annas. 


The tax is charged on every ticket issued for entry 
to the show hence'the chances of evasion are few. The 
evasion of tax only happens in case of free passes or 
complimentary tickets but the issue of such tickets is 
also restricted according to the provisions of Entertain¬ 
ment Duty Ordinance. At present the tax is deposited 
after the collections are made from the visitors going 
for a particular entertainment but it would be more 
proper and will safeguard evasion if the tax is realised 
in advance from the proprietors of different entertain¬ 
ment concerns. This can be achieved by issue of stamps 
which the proprietor will affix on cash ticket. Sold 
Stamps are being taken to make available requisite 
stamps. The tax is collected by Deputy Commissioner 
who also arrange for necessary periodical inspections 
with a view to check evasion of tax 


Questions Nos. 12 and 14 . 

No comments. 


Question No. 13. 

The local finance in the State depends mainly on 
grant-in-aid from the proceeds of state taxation. The 
Local bodies do not seem to be enthusiastic for tapping 
their now sources of revenues. ” There are small towns 
here’ without water works and other amenities of big 
towns. Naturally the sources of revenue of the local 
bodies are also very limited. 


APPENDIX A _ 

Statement showing allocations under broad category and amounts spent under Vindhya Pradesh Five Tear Plan 

(Rs. in Lacs) 


SI. Development Head 

No. 

Total cost 

provided in Amount spent during 

Provision sanctioned 

me r ivc — 
Year Plan 

> 95‘-52 

t 952-53 

1953-54 

1954-55 

1 Agriculture . .. .. . . 

. . . 204 - 70 

10-51 

13-74 

35 89 

71 -29 

2, Communications . . . 

. . . 125-86 

13-40 

9’74 

- 29-32 

37-64 

3; Education. 

. . . 100-00 

o -97 

2 II 

14-80 

34-52 

4. -Hospital* „ , . . . 

. ,. . . 36 00 


1 87 

2-51 

616 

5. Public Health .... 

60 00 


1 -82 

7-33 

4-6 
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APPENDIX A Conld. 


SI. Development Head 

No. 

Total cost 
provided in 

Amount spent during 

. Provision sanctioned 



Year Plan 

i 95!-52 1 952-53 

• 953-54 • 954-55 

Remarks 

6. Electrification . , .. 

• • 50 - 5 ° 

Nil 

15 00 

25-00 


7. Forests ...... 

22-50 

2-96 

4 00 

6 • 10 


8. Animal Husbandry .... 

14-42 

o -33 0-75 

: 2 05 

4 -i 


9. Cottage Industries . 

600 

o- IO 

1 -31 

1 -6o 


ip. Go-operation ...... 

3-00 

Nil 

I 00 

I -oo 


It. Fisheries 

. . I’21 

005 

O 37 

■66 


12. Amelioration of Backward Classes 

20-00 

2-52 

2 -6i 

7 92 


13. Other Civil Works (Buildings) . 



7-44 

38-88 


14, Local Bodies 




2 OO 


Total 

644-19 

25-21 3566 

123-63 

241-84 • 



APPENDIX B APPENDIX C 


Raising resources for the Plan 

Th e first Five Year Plan of the Vindhya Pradesh 
State Government is estimated to cost Rs. 644-19 lakhs. 
Almost the entire expenditure is to be met by 'Central 
Assistance because the current revenue resources of 
the State are just sufficient to meet the normal require- 
ments of the new formed State. Vindhya Pradesh being 
a Part C no amount on account of award of the Finance 
Commission to other Part A and B States has been made 
available to Vindhya Pradesh. Its deposits and resources 
have become part of the Public Account of the Central 
We may, however, be able to raise about 
18:40 lakhs for the year 1954-55 and Rs. 28-40 lakhs 
annually thereafter from taxation from the following 
sources:— 


, (a) Revenue from taxation on Land. —In view of rise 
in price level of foodgrains over and above that on 
which the assessment in the year of settlement was 
based, the State Government have made a provision 
in Vindhya Pradesh Land Revenue and Tenancy Bill to 
be shortly introduced in the State Legislature, for 
enhancement of Land Revenue, even before the revision 
of the settlement, to the maximum limit of 25 % of the 
assessed Revenue. With the passing of this Bill even if 
enhancement by 12£% is made it is expected to raise a 
revenue of Rs. 10 , 00,000 from this source. 


With the abolition of the Zamindaries of all the Cate¬ 
gories. which process commenced with effect from July 
1953 and would be completed by July 1954 it is expected 
to have- a net revenue increase by another Rs. 10 , 80,000 
from the financial year 1955 , 56 , after making due allow¬ 
ance for compensation payable to ex-zamindars and the- 
establishment charges etc. 


(b) Revenue from Sales Tax— Recently rates of sales 
Tax on certain commodities have been enhanced and 
certain others have been brought under the tax arbit. 
The yield from this source is likely to give a revenue 
of Rs. 1 , 00 , 000 . 


(c) Enhancement in court fees and Registration 
fees. —The rates of court fees and registration charges 
have recently been raised and they are likely to yield 
Rs. 2 , 40 , 000 . 


(d) Local Rate on Land Revenue.- 1 — It is also under 
active consideration of the Government to levy sur¬ 
charge to the extent of 6J% on Land Revenue, estimated 
to yield Rs. 5 lakhs which after collection will be paid 
back to Gram Sabhas proportionately in order to assist 
them to finance development activity in the respective 
area. 


To sum up there is a possibility of raising the state 
resources by Rs. 28 , 40,000 from the year 1955 - 56 . 


Review of the Plan (in general ) with special reference 
to target achieved. 

1 . Agriculture.—The ceilings fixed by the Planning 
Commission for Agricultural Development in Vindhya 
Pradesh amount to Rs. 204-70 lacs , for the five years 
period of the First Five Year Plan. Out of this amount 
a sum of Rs. 62-40 lacs was earmarked for 1951-52 and 
1952 - 53 .. The provision sanctioned, however, was 
Rs. 43"79 lacs for 1951-52 and 1952-53 which could be 
utilised up to Rs. 24 ■ 25 lacs in course of two years 
period. The provision could not be utilised in full as 
in many cases sanction was received late at the close of 
the financial year. Some of the important target achiev¬ 
ed are as under :— 


Total Tar- Targets ac- 

I terns For Five get hieved 

Year -- 



in 1951-52 & 

• 952 - 53 - 

(1) Area to be brought under improved 
seeds (acres). 

•8,500 

7,795 

(2) Area to be irrigated from minor ir¬ 
rigation works. 

21,650 

1,481 

1 

(3) Number of new wells constructed 

' 375 

124 

(4) Area reclaimed (acres). 

- V 


(I) By Central Tractor Organisation. 

5 >ooo. 


(II) By the State Tractor'Organisa¬ 
tion. 

. 20,000 

2,420 

(Ill) By private parties with Govern¬ 
ment assistance. 

49,800 

178 

(5) Agricultural Personnel trained 



(I) Agriculture graduates 

•30 

48 

(II) Non-graduate Overseers 

80 

64 


2 . Communications. —The ceilings fixed by the Plan¬ 
ning Commission for road development in Vindhya Pra¬ 
desh are Rs. 125-85 lacs. The original Plan for road 
development however, changed with t,he installation of 
popular Ministry in the State in April 1952 with a view 
to connecting Rewa by all weather Roads with district 
and Tahsil Head Quarters. As far as communications 
are concerned the State Five Year Plan has achieved 
sufficient progress in its implementation. According to 
the revised plan the amount earmarked against this 
item for 1951-52 and 1952-53 was 30-70 lacs out of which 
a provision of Rs. 49-39 was sanctioned and Rs. 23-14 
lacs were utilized. 
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Some of the important targets achieved are as 
follows:— 


Total Tar- Target* ac- 

Item get* for hieved 

Five Yean 1111951 - 53 , 1952-53 


Slats Highways — 

Mileage metalled 

204/7 

76/4 

Mileage unmetalled 

7 

• • 


District Roads — 

Mileage metalled 

92/4 

21 


Mileage unmetalled 

99 

3 


Construction of Major 
bridge*. 

25 

3 

(i) Jogdah 
Bridge. 

(ii) Deoland 
Bridge. 

(iit) Samdhin 
river bridge. 


3. Education.—The ceilings fixed for educational de¬ 
velopment are Rs. 100 • 00 lacs. Out of which a sum of 
Rs. SO-91 were earmarked for 1951-52, and 1952-53 in 
the Five Year Plan. Towards the progress of expenditure 
if the position is reviewed in strict conflrmity with the 
original Plan the- provision sanctioned for the schemes 
included in the State Five Year Plan during these years 
has been Rs. 7'90 lacs and the amount spent against it 
has been Rs. 3 • 08 lacs. The figures of expenditure ap¬ 
parently envisage a low progress but it has not been 
actually so. The Educational Plan has progressed accord¬ 
ing to some other progressive schemes which have been 
sanctioned with the installation of the popular Ministry 
in the State. The State Administration is already engaged 
in the revision of the State Five Plan and all develop¬ 
ment schemes which are at present out of the Plan 
will be included in the revised edition. 


The targets achieved on some of the important items 
are as follows over and above the figures for 1950-51 
which is the base year for the Plan :— 


Total Targets Targets achie- 
Items frr Five years yed in 

1951-52 & 

1952-53 


Primary ( ethsr than basic) : 

(1) Number of institutions 

425 

*75 

(2) Number of pupils— 

(a) Boys .... 

7850 

4572 

(b) Girls .... 

650 

4*2 

(3) Numbers of Teachers T.ained . 

450 

178 

Secondary Schools : 



(4) Number of institutions 

4 * 

3 * 

(5) Number of Pupils— 

(a) Boy* .... 

1800 

*344 

(b) Girl* .... 

150 

112 

Technical and Vocational Schools 
other than industrial Schools. 



(6) Number of institutions 


4 Only one 

(Poly tech¬ 
nic at 

Nowgong). 
120 ta 

(7) Number of Trained during the 
year. 



In course of two years through grants for school build¬ 
ings accommodation has been made available for 50 
schools. 


Among other progressive schemes which at present 
do not form part of the State Plan but expected to be 
included in the revised edition the progress achieved 
on some important ones is as follows : — 

(1) 8 Model basic schools have been opened. 

12) One Agriculture Institute has been opened at 
Rewa which will provide staff for State Agri¬ 
culture Department and the Gavernment farms. 


(3) One leather Training school has been opened 
at Rewa. 


4. Hospitals —A total amount of Rs. 36 lacs has been 
provided in the State,Five Year Plan for Hospital 
schemes in Vindhya Pradesh. Necessary programme for 
Hospitals in the State commences from 1952-53 and a 
sum of Rs. 9 ■ 34 lacs has been earmarked for that year 
in the Plan. The budgeted figure for this item has, how¬ 
ever, been Rs. 4'40 as sanctioned, and was. utilized as 
far as Rs. 1 ■ 87 lacs. The achievement of targets is as 
follows:— 


Targets Target* 

Item Five Years achieved 

during 

I95I-5 2 & 1952-53 


5. Public Health—The total ceilings on Public Health 
side are Rs. 14'72 lacs. Out of which a sum of 14'72 lacs 
has been earmarked for 1952-53 in the State Five Year 
Plan. There has been no programme for Public Health 
in 1951-52. Against the Plan provision of 14'72 lacs 
mentioned above a sum of Rs. 10.55 lacs was provided 
in the State budget and was further revised to 8.55. 
The provision sanctioned was utilised up to Rs. 1 ■ 82 lacs 
In course of implementation the scheme concerning to 
Antimalaria Unit has been executed in full. One team 
is fully working and the second team is being formed 
this year. As regards other schemes concerning to 
Leprosy Clines, Maternity and Child Welfare centres 
and vinereal diseases clinics the construction of build¬ 
ings could not be completed in 1952-53 and is being done 
this year. In connection with the Water Supply and 
drianage scheme for Rewa Town also sufficient progress 
could not be done due to delayed sanction. 

6 . Electrification .—The Development Plan in respect of 
Electricity Projects in Vindhya Pradesh amounts to 
Rs. 50'50 lacs and out of this a sum of Rs. 14 • 72 lacs has 
been earmarked for 1952-53 in the State Plan. There 
has been no programme in this respect during 1951-52. 
A sum of Rs. 8 lacs was set apart in the budget of 
Ministry of States Government of India for Electricity 
Development in Vindhya Pradesh in 1952-53 but it is 
a matter of great regret that the State Government 
could not star any of the improvements. We had to get 
the scheme prepared by the Central Power and 
Water Commission and this took time. Schemes have 
now been approved for the reconstruction of Power 
Houses at Panna, Chhatarpur, Datia and Tikamgarh 
and for the improvement of stations at Rewa and Satna 
pending the construction of Thermal Station Satna. 
Our lack of expert Technical staff combined with the 
difficulties relating to Technical and administrative 
sanction have resulted in the lapse of a considerable 
amount of capital allotment. A sum of Rs. 15 lacs’ has 
been allotted again from the Capital budget of Govern¬ 
ment of India during 1953-54 for the purpose but the 
administrative sanction is still awaited from the Govern¬ 
ment of India. As the scheme could not be started for 
want of Administrative sanction from Government of 
India no targets have so far been achieved. 

7. Forests .—The total ceilings fixed for Forest Depart¬ 
ment in the State under the Five Year Plan amount to 
Rs. 22 - 50 lacs. No expenditure was done in this respect 
during 1951-52. For 1952-53 a sum of Rs. 4'50 lacs was 
provided in the Capital budget of the Ministry of States 
Government of India. Out of this amount a sum of 
Rs. 1 • 97 was surrendered and with the rest amount of 
3 1 53 lacs significant steps were taken for implementing 
the Plan during 1952-53. The total amount spent has 
been 2-96 lacs. The targets achieved are as follows : — 


Target* for Target* 
Item Five Years achieved 

during 

*952-53 


( 1 ) Construction of Forest Roads . 500 mile* 359 miles. 


( 2 ) Forest buildings 21 


8 . Animal Husbandry .—A sum of 14-41 has been pro¬ 
vided for Animal Husbandry in the State Five Year 
Plan. Out of this the budgeted amount for 1951-52 and 
1952-53 was 1'02 lacs which was utilized up to Rs. 0-75 
lacs. The targets achieved under this scheme are given 
below:— 
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Item 

Targe ts for ..Targets achie- 
Fivc Years ved in 1951- 
5 2 > > 952 - 53 . 

(i) Number ef Vety. dispensaries 
added by State Government. 

l6 

6 

(a) Stockmen & Compounders trained 

52 

'21 

(3) Establishment of Key villages 

5 

2 

(4) Artificial Insemination Centres 

4 

2 


9 . Cottage Industries .—Our Plan for the survey of 
Cottage Industries is the first step towards the develop¬ 
ment of small scab Industries in the State. The total 
amount provided in the Five Year Plan for this pur¬ 
pose is Rs. 6 • 00 lacs a sum of Rs. O '10 lacs was provided 
in the budget for 1951-52 for the said scheme but could 
not be utilized during the year. The same amount was 
placed for 1952-53 when almost all the amount was 
utilized. As regards the progress of work the survey 
of 2 districts out of 8 districts only could be done. The 
survey of the remaining districts is in progress. 

10 . Co-operation .—A lump sum amo'urlt of 3 lacs is 
provided for Co-operation in the State Plan. No amount 
was made available during 1951 - 52 . and 1952 - 53 . In 
1953-54 budget the whole amount of 3 lacs has been 
provided in the capital budget of the Ministry of States 
and necessary action to implement the scheme is being 
taken. 

11 . Fisheries .—The Fisheries development under the 
State Five Year Plan cost to Rs. 120 lacs only. No 
allotment was made for' this during 1951 - 52 . In the 
budget for 1952-53 a sum of Rs. 0‘11 lacs was sanction¬ 
ed and within this amount a small Fisheries Depart¬ 
ment has ibeen established in the State with the Head¬ 
quarters at Tikamgarh. 80 tanks with a total acreage 
of 9823-35 were surveyed. In all 29 varieties of fishes 
have been indentified in the tanks of the State. The 
total amount spent during 1952-53 in this respect has 
been Rs. 5 , 151 . 


12 . Amelioration of Backward Classes .—-For the Wel¬ 
fare of Scheduled Castes Scheduled Tribes and Back¬ 
ward Classes a lump sum amount of Rs. 15 lacs was 
provided in the State Five Year Plan. But the ceilings 
have further been revised to 20.00 lacs under orders of 
the Ministry of States Government of India. Necessary 
modifications to this effect 'are being made in the revis¬ 
ed edition of the State Five Year Plan. Out of the 
above sum an amount of 3 lacs was provided in the 
budget of 1952 - 53 . With this amount the Government 
have established a Backward Classes Welfare Depart¬ 
ment under the Backward Classes Welfare Officer. The 
allotment of 3 lacs was utilized up to Rs. 2 - 52 lacs with¬ 
in the financial year, some of the important targets 
achieved are the following. 

( 1 ) 34 Night Schools have been opened. 

( 2 ) 2 Forest Schools have been opened. 

( 3 ) Model villages constructed in each of the 8 
districts 

( 4 ) 8 Basic Residential Ashrams have been opened. 

( 5 ) 12 Co-operative Societies formed, 

(6) Repairs to 14 wells done. 


APPENDIX D 

Public Co-operation and Public participation in the plan 

To invite public opinion and public co-operation in 
connection with the implementation of the Five Year 
Plan the district Advisory Councils in the State have 
been ordered to function also as district Development 
Committees. These Committees have got the representa¬ 
tion of’district Officers. Members of the Legislative 
Assembly in the District and certain other non-Official 
members. The aims and objects of these committees on 
development side are as follows:— 

(1) To popularise and harness opinion in favour 
of the Five Year Plan. 

( 2 ) To get the Five Year Plan pertaining to this 
district executed in time. 

( 3 ) To mobilise voluntary labour in the execution 
of development works not covered by the Five 
Year Plan. 
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( 4 ) To organise in a systematic manner voluntary 
labour week etc. 

( 5 ) To prepare development Plan, of their district 
not covered by the Five Year Plan. 

On Community Projects side, Vindhya Pradesh has 
been continuing one Community Development Block 
since 1952 - 53 . During this year two more Community 
Development Blocks and 3 Extension Service Blocks 
have been allotted. With a view to obtain public co¬ 
operation in Project areas the project executive staff 
is arranging meetings and explaning to the public that 
all plans are for the benefit of the people themselves 
and that they have to be got executed on Community 
basis. The Project staff is moving from village to 
village with a view to explain the importance of the 
Community Project and other Development Plans and 
to invite public opinion end co-operation. 

It has been possible to serve public co-operation and 
voluntary labour in construction of roads, wells, School 
buildings and in Village sanitation work in Community 
Meetings, Lectures, Demonstrations, night schools and 
other Community Programmes. 

The State information and publicity, department 
brings out publications now and then about State Five 
Year Plan and the Community Projects to intimate the 
public about development programmes in the Five Year 
Plan and their achievements. In course of Railway 
Centenary Exhibition Satna held this year a number 
of pamphlets were distributed among the public to 
make them acquainted with up-to-date achievements of 
the state Five Year Plan. 

APPENDIX E 

Statement showing development Expenditure Outside the Five Tear 
Plan (including capital Budget) 


SI. Name of Department Budget Budget Budget 

No. Estimates Estimates Estimates 



1952-53 

> 953-54 

> 954-55 

1. Land Revenue 


2,00,000 

2,00,000 

2. Irrigation 

30,000 

6,77,000 

6,37,000 

3. Education 

1,42,000 

50,7 >7 


4. Medical , . 

5,48,000 

46,000 


5. Public Health . 

40,000 

1,00,000 

3,00,000 

6. Agriculture 

55,000 

2,00,000 


7. Industries & Supplies 

. 

10,831 


8. Other Civil Works 

(Buil- 

5,60,000 


dings) 

■ 9 , 72.000 

23,14,5°° 

g. Civil Works (Commnuaication) 1,00,000 


3,31,600 

10. Capital Outlay on Electri¬ 
city Schemes met out 


'■ 

of Revenue. 

61,000 

90,000 

45,000 

Total 

19,48,000’' 

19.34,546 

38.28,100 


APPENDIX F 

Statement Showing Development Expenditure included in 
the Five Year Plan (including Capital Budget) 


SI. 

No. 

Name of Budget 

Department Estimates 

>951-52 

Budget 

Estimates 

> 952-53 

Budget 

Estimates 

> 953-54 

Budget 

Estimates 

> 954-55 

I. 

Forest .... 

4,50,000 

4,00,000 

610 

2. 

Education 

14,00,000 

14,80,372 

34 52 

3 * 

Medical. 

1,00,000 

2,51,000 

6-16 

4. 

Public Health. 

>0,55,500 

37 , 32,500 

4-06 

5 - 

Agriculture 

27,19,000 

5,88,940 

3 > 29 

6. 

Fisheries 


37,000 

.66 

7 - 

Veterinary 

33,000 

2 , 05,374 

4*01 

8. 

Industries & Supplies 

>3,750 

i, 3 i >350 

1 -6o 

9 - 

Communications (Civil- 
Works) 

28,16,200 

29 , 31,500 

38.64 

10 . 

Other Civil Works (Buil- 
■ dings) 

2,75,000 

7,44,000 

38-88 

I X. 

Miscellaneous (57 Misc.) 

3,00,000 

2,61,000 

9 92 

12. 

Co-operation . 


1,00,000 

I OO 

> 3 - 

Captital outlay on Electri¬ 
city Scheme 

8,00,000 

15,00,000 

2,5-00 


Total 

99,62,950 

1,23,63,036 

241-84 
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APPENDIX G 


Statement Showing Ordinary Expenditure 


St. 

No. Department 

1 2 


’ - 

Budget Es¬ 
timates 

1930 -Si 

3 

Budget Es¬ 
timates 

1951-52 

4 

Budget Es¬ 
timates 

*952-53 

5 

Budget Es¬ 
timates 

* 953-54 

6 

Budget Ea- 
tima tes 

* 954-55 

7 

I. 

Taxes on income other than corporation Tax 



, , 

, , 


36,000 

28,900 

2. 

Land Revenue 



13,32,000 

15,83,000 

85,000 

23,96,200 

85,000 

3 - 

State Excise Duties 





16,12,000 


36,62,100 

4 - 

Stamps 



3,27,000 

3 . 74 ,ooo 

4,38,000 

5,00,400 

2,69,000 

5 - 

Forest 



42,000 

40,000 

40,000 

40,800 

44,200 

6. 

Registration 



13,87,000 

16,91,000 

20,02,000 

22,31,300 

21,37400 

7 - 

Charges on account of Motor Vehicle Act 






44,600 

■., 

20,000 

8. 

Other Taxes and Duties 



33,000 

24,000 

32,000 

1,40,900 

82,100 

9 - 

Other Revenue Expenditure Finance from Reveuue Expenditure, 







Irrigation Navigation etc. 








ie. 

General Administration 




*. 

40,000 

1,48,000 

8t,too 

11. 

Administration of justice 



14,87,000 

18,72,000 

26,77,000 

37,27,600 

33,47,200 

12. 

Jails And Convict Settlement 



5,91,000 

6,89,000 

6,57,000 

9,07,100 

7,61,000 

> 3 - 

Police 



4,32,000 

3,41,000 

3,64,000 

5 , 43,900 

4,31,100 

14. 

Scientific Department 



36,32,000 

38,65,000 

42,61,000 

51,65,40° 

45,80,900 

* 3 - 




94,000 

91,000 

79 >ooo 

1,30,000 

76,800 

16. 




11,78,000 

14,51,000 

15,62,000 

22,89,000 

18,00,300 





43.57,000 

44,84,000 

50,27,000 

67,76,811 

5 *,58,300 

* 7 - 

Public Health ...... 



3,16,000 

3,65,000 

2,35.500 

5,67,300 

3,24,500 

18. 

Agriculture . . ... 



3,38,000 

3,62,000 

2,88,000 

11,58,180 

9,12,400 

19 - 

Veterinary ....... 



2,66,000 

2,54,000 

3,29,000 

4,64,326 

5,02,40 0 

20. 

Cooperation . 



92,000 

82,000 

1,18,000 

1,83,300 

1,52,100 

ai. 

Industries and Supplies ..... 



27,000 

44,000 

40,250 

4,20,919 

*,96,700 

22. 

Miscellaneous Deptts. 



72,000 

40,000 

37,ooo 

54,600 

41,800 

23 - 

Civil Works ...... 













* ’ 

28,11,800 

25,10,000 

21,73,100 

24- 

Civil Works (Other Civil Works) 


- 



14,89,000 

30,80,100 

9,58,500 

25- 

Working Expenses of Electricity Scheme . 



5,36,000 

5,57,000 

6,24,000 

6,91,100 

5,80,500 

26. 

Electricity Scheme. . . . ' . 



90,000 

81,000 

, . 



27 - 

Privy Purse and allowance of Indism Rulers 




. . 

3,98,000 

3,98,000 

3,72,000 

28. 

Superannuation allowances and pensions. 






20,000 

38,500 

* 9 - 

Stationery & Printing . . . 





4,28,000 

5,19,300 , 

4,74,100 

30- 

Miscellaneous . . 

. • . . 


11,46,000 

• 11,31,000 

15,17,000 

* 6 , 53,700 

* 3 > 9 *, 5 °° 

3«- 

Community Projects. 






2,14,900 



Tor At 


t. 77 . 75 .°o° 1,94,52,000 2,71,83,550 3,71,14,336 3,08,41,500 








MEMORANDUM H 

General Note on Local Taxation 


SECTION I—FACTUAL BACKGROUND 

The State of Vindhya Pradesh was constituted in 
the year 1948 . Before that year the areas now included 
in this Pradesh comprised of 36 different states ruled 
by their respective rulers according to various systems 
of different administration. Hardly in any one of those 
states there existed any local self Gqvt. institution. 
Even if there had been few Municipalities in the import 
tant towns of some of the bigger states the management 
vested with the state administration and the Municipal 
administrations were parts and parcels of the State 
Government and no such institution as autonomous local 
bodies existed in any of them. This system of local 
taxation by local bodies had not developed in any part 
of this country. It was all a system of “Taxation by 
the State for the whole state” and lump sum assign¬ 
ments were made for the municipal administration to 
run the essential services of the sanitation department. 
Thus the histroy of local taxation before the year 1947-50 
for the purposes of the present enquiry is practically 
nil for the State of Vindhya Pradesh. 

The former Rewa State which was the premier unit 
integrated in Vindhya Pradesh inagurated its system 
of autonomous local bodies with the passing of the 
Rewa v State Municipalities Act, 1946 , which was subse¬ 
quently extended to the whole of Vindhya Pradesh. 
Autonomous Municipal Boards in four principal towns 
of that State were constituted and started functioning 
as such in the beginning of the final year 1947 - 48 . Orga¬ 
nization and formation of eight more municipal bodies 
including one notified area committee took about two 
years. Thus in all 12 local bodies have started function¬ 
ing on autonomous basis since the financial year 1949 - 50 . 

As may well be expected of the elected element in 
such autonomous body stamps taken by. them for the 
imposition of local taxes have been very slow and it 
needed all the tact and persuation of the officer con¬ 
cerned to gear them into action to levy some local taxes. 
The detailed information appended hereto is therefore, 
only for the 3 years 1949 - 50 , 1950-51 and 1951-52 (in¬ 
stead of for the last five years required by the Commis¬ 
sion). Also because there exist no District Local Board 
in the State so far, no information for such body has 
been supplied. The Village Panchayat too are of very 
recent growth in Vindhya Pradesh. Only 61 Gram Pan- 
chayats were established for the first time in the latter 
half of the year 1951 - 52 . Thus the information with 
regards to the village Panchayats is very meagre for 
the purposes of the present taxation enquiry Commis¬ 
sion. 

SECTION III—OTHER REMARKS 

It is a matter of common knowledge that actually 
speaking inefficiency reigns supreme in a large number 
of local body administrations. This inefficiency is due 
to two main factors (1) insufficiency of funds at the 
disposal of the local bodies to meet its undertakings, 
and (2) the inefficient permanent staff that runs the 
day to day administration of the local bodies. The latter 
factor is also to a great extent responsible for the in¬ 
sufficient collection of taxes. Thus if the local funds 
are desired to improve to the desired extent is very 
essential that the right sort of personnel should be 
recruited for certain posts in the employment of local 
bodies. The local bodies services have remained entire¬ 
ly neglected so far in the country. There are various 
reasons for this neglect and may .be scrutinised under a 
separate inquiry. It is, however, suggested that the 
recruitment, conditions of service and control of the 
employees should be thoroughly overhauled and improv¬ 
ed. An independent Public Service Commission for the 
recruitment of local bodies services is more essential 
than the services of the Central and State Governments. 
Local taxation and local legislation being technical sub¬ 
jects only qualified personnel should be allowed to be 
engaged by the local bodies. 

It is also suggested that the system of local taxation 
should be more simplified than what it is at present. 
Utility undertakings by local bodies should be encour¬ 
aged. Cottage industries and small scale industries can 
be undertaken by the rural boards and village Pan¬ 
chayats to improve the economy of the countryside. 
Local bodies elections on party lines should be dis¬ 
couraged as a matter of national policy. Every one as 
a citizen should have a feeling of responsibility for his 
town or village, and if he truly feels his responsibility 
he should ungrudgingly come forward to give his mite 
for the town or village of which he fully enjoys the 
rights and civic amenities. 


Municipal Bodies 



1949-50 

t 95 »- 5 i 

1931-58 

A. General 

Information 


t. Number 

12 

12 

IS 

a. Population 

1.60,315 

1,60,315 

1,60,315 

3. Total income from all sour- 

1.30,930 

3,13,810 

8 , 78.845 

CCS, 

4. Total income from rates 

41,065 

44,590 

89,325 

and taxes. 

5. Per capita incidence of total 

•81 

1-33 

1-69 

income. 

6. Per capita incidence of in- 

■«5 

• 97 

•31 

come from taxes. 

B. Details of Income. 



I. Tax-Revenue — 

(i) General Property tax 

15,820 

18,078 

aa ,445 

[it) Service Taxes 

11,040 

io ,995 

15 , 7*0 

(tit) Local fund cases 

( iv ) Octroi 

8,780 

9,808 

30,540 

(r) Tolls 

•• 

•• 


(vi) Taxes on goods and 

, . 

, . 

. . 

passenger*. 

(mi) Taxes on vehicles, etc. . 

, . 

, . 

. . 

(niff) Profession tax 


•• 

•• 

( iec) Theatre Tax 



•• 

(*) Pilgrim tax 

•• 

■■ 


(*») Town improvement 


•* 


(.«») Other taxes 

19,085 

12,709 

13,6*0 

Total 

41,065 

44.500 

82,325 

III Mon-Tan-Revenue — 

(a) Grants fret Government — 

(i) For roads & buildings 

, . 

10,000 

500 

(ii) For education . 

•• 

•• 

•• 

(Hi) Fi r medical and Public 


48,300 

7,515 

Health. 

(w) For other purposes 

3 > , o> 4 , 8 

5.54,931 

4 , 89,553 

Total 

3,10,412 

6,13.231 

4 , 97.968 

(i) Pees, Pines, etc. 

19,994 

35,638 

S 3,«37 

(e) Miscellaneous 

63,05a 

1 , 85.237 

1,36,75a 

Grand Total . 

4 . 34,583 

8,18,696 

7,60,889 


C. Details of Exfsnditujus 


(i) Administration 

1,45.485 

9,65,600 

3 . 04,145 

(»») Services 

«,i 7,647 

8 , 00,445 

1,84,873 

(sis’) Medical and Public Health .. 

•• 


[iv) Roads and Buildings 


•- 

•• 

(n) Miscellaneous 

23,100 

35,«58 

38 , 7*8 

Total . 

9,86,333 

5,01,203 

5 , 87,748 
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MEMORANDUM HI 

General Note on Land Revenue 


SECTION I—FACTUAL BACKGROUND 

The Vindhya Pradesh came into being in April 1948 
by the integration of 35 States of the erstwhile Central 
India Agency. Some ten States went out of it afterwards 
to the neighbouring States as a result of exchange of 
enclaves in January 1950. The integrating States had 
simple economy and seldom stood in need of regular 
and proper budget or agricultural statistics. Neverthe¬ 
less, whatever facts and figures existed, they had to pass 
through the throes of the changeover from the order 
Feudal to the status provincial or of a Pradesh. Little 


wonder, therefore, that the proper material to do jus¬ 
tice to the matter in hand should not be available or 
even if available, is not readily accessible. What then 
on has to fall back upon but to rely on broad facts depen¬ 
dent on local circumstances and general experience. 

2A. Changing significance of land revenue 

The figures of receipt for land revenue, tax revenue 
and total revenue so far available for the periods 
before, during and after the World War II may be 
stated as under :— 


I.and revenue Tax revenue Total revenue 


_•;(>) Before World War II — • 

1938 .............. .. Not available. 


(ii) During Ihe War — ' 

From 1939 up to 1945-46 ........... 28,19,614 08,22,383 1,14,22.426 

For the period from October 1945 to September 1946 (for the then Rewa State only). 


(ill) From 1946-47 to the present day. 

(1) From October 1948 to March 1949 

(2) April 1949 to March 1950 

(3) April 1950 to 1951 . 


33 >3 73 

1,09,46,993 

75>2*,3 e * 


89,06,997 
2,84,05,112 
2,u,33,383 


1 , 47 , 18,473 
3,80 50,053 
2,44,50,494 


(4) April 1951 to March 1952 ......... 83,02,606 2,25,23,040 2,45,92,606 

(5) April 1952 to March 1953 • .78,43,204 1,96,91,442 2,27,36,374 


These figures include the forest revenue also, the figures 
for which are as follows : - 

*949-5° • ■ • • 

• 56,20504 

; 95°"5* . 

• 79,55,9°8 

*95*-52 . 

. 80 , 41,425 

*952-53 . 

. 61 , 16,858 

Though the proper figures for the period 

before 1948 


are not available but it may be said without fear of 
contradiction that the land revenue was from before the 
World War II one of the three highest items of income 
for the finances of the then States and remains so 
unto this day to the income of the present State. Rather 
a glance at the figures shows that it has improved its 
position in amount and percentage to the total and tax 
income of the State during the recent years. The reason 
is, that up to 1948 customs used to be an important 
source of income and amounted to Rs. 40 to 50 lacs a 
year but owing to popular demand and incompatibility 
with the changed circumstances and outlook it was 
abolished in 1949, in other factor for higher receipts 
from the land revenue is the better realisation by an 
efficient management and by wiping off all long out¬ 
standing arrears. In 1948-49 the arrears which were 
due from before Samvat 2002 were remitted altogether. 
Many of these arrears had continued even for more 
than 10 years. This remission gave relief to the tenants 
and they paid the remaining dues. This accounts for 
the high income in 1949-50 alround. Quantitatively the 
land revenue has been more or less static from the year 
1950-51 as the prices and other conditions have not 
changed appreciably. 

1. Break up of land revenue receipts 

(i) If the scope of agriculture is taken to include 
pasturage or horticulture or grove planting, almost the 
whole of the land revenue receipts may be said to 
arise from the use of land as agricultural, the non-agri- 
cultural use being quite negligible. But if the word agri¬ 
culture is used to exclude all else but cultivation then 
about 18 lacs may be said to be the receipts of the 
non-agricultural use of the agricultural land. Common 
pasture land in the villages do not pay any rent. 


(ii) The figure for permanent and fluctuating demand 
are not available but the receipts from the two kinds 
of revenue taken together for two years may be com¬ 
pared to other types of receipts as follows :— 

Peimanent Other type 
Demand of demand 

1951-52 . 75,37,887 7, 6 5,485 

*952-53 . 72 , 64,499 5,78,7f>5 

The fluctuating demand on the whole is not substantial 
as with the high price for so long a time the cultiva¬ 
tion of land has become static and the temporary or 
irregular cultivation has dwindled. 

(iii) Properly speaking the Vindhya Pradesh cannot 
be divided into different areas with regard to types of 
tenures, tenancies and crops in relations to the revenue 
receipts. However, we may say that of the two divisions 
of Vindhya Pradesh, Bundelkhand and Baghelkhand, 
the former is predominately a Riotwari tenuer and the 
latter has both Pawais (akin to zemandari) and the 
riotwari tenure, the pawai area being a little less than 
half of -the total area for the division. Only districts 
Shahdol and Sidhi in the Baghelkhand Division have a 
little over half the area occupied by the pawais. 

(a) Taking district Shahdol and Sidhi as the Pawais 
tenure the revenue receipts from the pawai area in 
1952 amounted to Rs. 8,65,166 while the revenue receipts 
from the remaining or the so called riotwari tenure 
area of the whole Pradesh came to 69,78,038. It may not 
be out of place to mention here that in the two pawai 
districts also the Pawaidars (or zemindars) contributed 
only Rs. 2,80,155 to the land revenue, the rest 
Rs. 6,85.022 being the share of the riotwari tenure for 
these two districts. The cultivated area of the two dis¬ 
tricts is 12,32,798 acres while the cultivated area of the 
Vindhya Pradesh is 40,62,189 acres. 


(b) Occupancy (or pattedar) non-occupancy and sub¬ 
tenants (including tenants of Sir), are found throughout 
the Vindhya Pradesh but in the Baghelkhand division 
a different class known as 55-45 tenant is also found. 
The privilege of this tenant is that 45% of the assessed 
rental in respect of .a bandh area is not charged from 
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him as a concession for every bandh that he has pur¬ 
chased or constructed at his own expense. Distinguish¬ 
ing the two divisions on this basis the land revenue for 
the Baghelkhand division comes to Rs. 36 , 51,369 and 
that of the Bundelkhand division amounts to 38 , 29 , 333 . 
The cultivated area of Baghelkhand and Bundelkhand 
divisions respectively are 25 , 44,350 acres and 15 , 17,839 
acres. 

(c) The total cropped area of the Vindhya Pradesh 
is 44 , 64,928 acres, of which the area irrigated is 2 , 15 , 609 . 
The Tikamgarh district has substantial irrigated areas. 
The total crop area of Tikamgarh is less than 4 lacs of 
which 80,000 acres is irrigated mostly by wells and 
tanks. The land revenue of this district is Rs. 8 . 78,576 
out of the total land revenue of Rs. 74 , 80,702 for Vindhya 
Pradesh. 

The areas growing commercial and non-commercial, 
cereal and non-cereal crops are not defined but are in¬ 
terspersed with areas of other crops. Of the aforesaid 
cropped area of 46 , 64,928 acres, commercial crops may 
be said to occupy about 5 lac acres of land and non¬ 
cereal crops 5 , 62 , 627 ' acres. They contribute in the same 
proportion to the revenue receipts. 


2 -B Variation of assessment 

(a) Save in case of 55-45 pawais which are assessed 
at 55 % of the assets the assessment on the Pawai (or 
zemindari) tenure is or should be 25 % of the assets( or 
the Nikasi) but owing to particular conditions of grant 
it ranges from nominal revenue to the above maximum 
of 25 %. There are cases of revenue free pawais even, 
as in case of Punyarth and Dharmarth. In Tikamgarh 
district the Jagirs are mostly revenue free. Sir of 
pawaidars enjoys a concession of 25 %. The total gross 
assets of jagirs on the basis of rent rates is 40 lacs 
of which the revenue is Rs. 7 . 95 . 325 . In case of Riotwari 
tenure the rates do not exceed 20% of the gross produce 
and have been fixed with reference to this figure with 
a slight variation to lessen undue hardships and the 
inequalities and to avoid marked enhancement. A 55/45 
bandh is allowed a concession of 45 % in the assessment. 
The rent rates for the two divisions may be quoted as 
under:— 

Baghelkhand Division 


Class of soil Rate rent per acre. 


Rs. Rs. 


Mail soil 


- 4 

8 

0 

to 

9 

0 

o 

Domat 


• 3 

0 

o 

to 

8 

0 

0 

Sigo 


. 2 

8 

o 

to 

7 

o 

o 

Bhata 


. O 

4 

o 

to 

I 

8 

o 

Special bandh 


. IO 

0 

o 

to 

20 

o 

0 

Mair 


• 4 

0 

o 

to 

8 

o 

o 

Kaber 


2 

0 

o 

to 

6 

0 

o 

Parua 


I 

8 

o 

TO 

4 

0 

0 

Rankar 


. O 

4 

o 

to 

1 

8 

o 

Special bandh and kachhar 

. 8 

0 

0 

to 

18 

0 

0 


(b) During the currency of the settlement the assess¬ 
ment in Baghelkhand area is reduced by 45 %. In case 
the assessee constructs a requisite type of bandh, with 
the permission of the Government. Periodical conces¬ 
sions are also granted to help cultivation of new lands 
or Nautor areas under the mautor rules by not charging 
anything for the first two or three years and then reach¬ 
ing the full assessment by progression in 10 or 12 years. 
Assessment also enhances in cases where the grant is 
resumed. The rent can be enhanced or abated under 
Section 88 or 89 respectively of the Rewa Land Revenue 
Tenancy Code and also under Section 81.83 and 84 of 
the same code. Under Section 88 the rent can be en¬ 
hanced when the productive powers of the land have 
been increased by an improvement effected during the 
currency of the existing rent otherwise then by the 
agency or at the expense of the tenant or on the ground 
that the area of the tenant’s holding has been increased 
by encroachment or otherwise. Under Section 89 the 
rent can be abated if the productive powers of the land 
have been decreased by any cause beyond the control of 
the tenant or his holding has decreased. The rents can 
be increased or abated also on the ground that they 
are above or below the rate of assessment fixed by the 
Settlement Officer, under Section 81 , 83 and 84 . 


3. History of Laud Reforms 

Before the thirties there were no codified revenue 
laws. The Rewa Land Revenue and Tenancy Code of 
1935 in the Rewa State (or Baghelkhand) was the first 
properly written law which came in force in 1936 . In the 
Bundelkhand between the years 1940-1946 we hear of 
codified laws under such names as Bundelkhand Land 
Revenue and Tenancy Act, Chhatarpur Tenancy Act, 
Ajaigarh Tenancy Act. The Maihar Tenancy Act and 
the Tikamgarh Tenancy Act (in preparation). Some 
pawai or jagirdari rules also came into being during the 
said periods. The first settlement on modern lines in 
the Baghelkhand took place from 1921 to 1928 and in 
the Bundelkhand various areas were settled between 
1939 and 1947 except Panna which was settled in 1916 . 
The effect of these was that the tenants began to know 
that they had certain rights, what those rights were 
and that they were protected by laws or could enforce 
the rights. Their rights to transfer or mortgage, improve 
or sublet (not in case of non-occupancy or sub-tenants) 
their lands were recognised and they got the right to 
trees in their holdings. In Rewa in order to extend cul¬ 
tivation into waste land Mautor rules were made in 
1926 and the rules for concessions of 45 % in rent or 
revenue for construction of a bandh with the permission 
of the Government were also enforced. 

After the formation of the Vindhya Pradesh the Gov¬ 
ernment issued ah order No. 77 of 1950 - 51 , No. 149 and 
150 of 1952 or arable land (utilisation for food crops) 
Order 1950 and Order No. 60 of 1953 all from the 
Revenue Department. The first three of these lay down 
the guiding principles for allotment of unoccupied lands 
to the tenants, the main idea being to allot the same 
to the agriculturists without lands or having uneconomic 
holdings and to reserve big pieces for improved culti-. 
vation. The fourth was meant to safeguard against the 
non-cultivation of the occupied land and the fifth for 
thq allotment of Mahua trees standing on the Govern¬ 
ment land or in forest. In order to -save the tenants 
from the ejectment of Sir land in view of the impending 
legislation with regard to abolition of jagirs, the Gov¬ 
ernment issued the stay of Sir lands ejectment pro¬ 
ceedings ordinance of 1949 and amendments to same 
in that very year. In 1953 the Rewa Land Revenue and 
Tenancy Code was extended to the whole of Vindhya 
Pradesh so as to introduce unformity in the Revenue 
Law in the whole Pradesh. This law is also being re¬ 
written so as to make it simpler and applicable to the 
present circumstances. 

But the most notable reform is the enactment of the 
Vindhya Pradesh Abolition of jagirs and Land Reforms 
Act, 1952 . (No. 11 of 1952 ) under which 125 jagirs each 
of the gross value of Rs. 5,000 or above were taken over 
the Government in or after July 1953 . There are 21,720 
jagirs, big and small, which are intended to be resumed 
by July 1954 . The resumption of these jagirs will add 
Rs. 32 lacs per year to the income from the land reve¬ 
nue which means an increase by 44 %. 


The rule of concession of 45 % in the assessment for 
construction of bandhs is likely to make some amends 
for the lack of irrigation facilities. The Nautor rules of 
1926 and the scheme for large farms is likely to make 
for extension of cultivation. The Government is also 
liberal in granting taccavis. Many lacs of money is 
advanced every year under the 8 or 9 Central Schemes 
like the Grow More Food Campaign, intensive cultiva¬ 
tion Rabi and Kharif embankments and material help 
in fertilisers etc. is also being given to better the con¬ 
dition of the peasantry. Irrigation improvements have 
also been undertaken and separate temporary staff was 
created for the same in 1951 - 52 . There is enough Of 
land available. The cumulative effect of these factors is 
bound to increase the land revenue in the years to 
come. 


4. Maim features of the Laud Revenue Code 

There is no separate Land Revenue Code in the 
Vindhya Pradesh but the chapters relating to settle¬ 
ment, annual village papers, collection of revenue, parti¬ 
tion and village officers and management have been 
included, in the Rewa Land Revenue and Tenancy Code, 
1935 . The subject of settlement of land revenue will be 
dealt with presently under Heading No. 5 . 

Annual Village Papers .—The above-mentioned code 
prescribeds the following annual village papers:— 

(i) The village map, 

(ii) Khasra, 

(iii) The Jamabandi, 

(iv) Syaha 

(v) Khewat (in case of Pawai villages only). 






Dispute regarding, entries in the annual village papers 
are decided by the Tehsildar with an appeal to the 
Deturty Commissioner. Mutation in the Khewat is 
aefnr'ied under the orders of the Deputy Commissioner 
save in the case of Illakedars (privileged pawaidars 
who pay 10 thousand rupees as land revenue or other¬ 
wise are entitled to such rank) wherein the Anal orders 
are parsed by the Board of Revenue on the report of 
the Deputy Commissioner. The tenancy succession or 
changes are ordered by the Tehsildar. 

Collection of revenue. —All tenures of whatever nature 
are liable to pay revenue which is a first charge on the 
land its rents, profits and produce. All holders of any 
right in the land are jointly and severally responsible 
for the payment of land revenue. The instalments pre¬ 
scribed for payment of revenue are two—one Agahni or 
November Kist and the other the Baisakhi or April 
kist. 

Partition of villages. —Any pawaidar or sub-pawaidar 
may claim a partition Interse or against the other class 
but no partition is to be allowed if it reduces a share 
to less than 25 acres. Similarly the law also provides 
for the division of Tenancy subject to a minimum of 
five acres holding. 

Village officers and village management. —Besides the 
Patwari one Mukaddam for each village and a watch¬ 
man or chowkidar for a village or group of villages is 
appointed. The work of Mukaddam is to assist the 
officers generally when they visit the village, to help 
in revenue collections and letting out all lands, to give 
all sorts of timely informations and report about epi- 
demies to the Tehsil or officers, to safeguard the Govern¬ 
ment property and to keep control in the village. The 
watchman helps in the collection work and also per¬ 
forms his own duties in relation to the Police Depart¬ 
ment. 

Under village management the Tehsildar is empower¬ 
ed to remove obstruction to a village pathway, water 
course, road or to the use of common land. In case 
there is no pasture land in the village or if it is in¬ 
sufficient the Government has the power to demarcate 
a sufficient area for the purpose. 


5. Principles and practices of settlement 

The ordinary method of settlement in this part is 
that after deciding on a settlement the survey work is 
begun. After survey comes the attestation and the soil 
classification. When soil classification has been made 
the area to be settled is divided with regard to similar 
characteristics of soil into circles and the village and 
the circle unit values are fixed. On the basis of these 
the rent rate proposals which require a good deal of 
spot inspection and consideration of the farmers settle¬ 
ment material as well as the trend of prices for the last 
10 years or more, are formed and submitted to the 
Government for sanction. On their being sanctioned the 
assessment is made and slips or pattas are issued to the 
tenants inviting objections. 

The principles Of assessment is that on the basis of 
soils the village and the circle unit values are fixed with 
reference to the annual rent of the whole village or 
the circle. On circle unit values are based the rent rates 
which are used for assessment. Some variations to suit 
the particular circumstances are made in assessment 
here and there. It is taken care of that the assessment 
does not exceed l/ 5 th of the gross produce and 
enhancement on the pre-existing rents may mot go 
above 33 %. Special attention is paid to Nautor rules 
and the improvements made and concessions therefor. 
Rents of each person, jama of sub-pawai and revenue 
of a pawai are fixed. Final report for confirmation of 
the settlement is submitted to the Government and the 
settlement comes ino operaion after expiry of the last 
settlement or the next Kharif from the date of the 
issue of the slips or pattas to the tenants. Records of 
rights are prepared during the settlement. These are : 

1 . A field map of the village; 

2 . Khasra; 

3 . Jamabandi; 

4 . Khewat (for the pawai village only). 

The lists of banks, grovers and Bandhs etc., are also 
prepared. Any other information desired by the Gov¬ 
ernment is also put on the record. 

The Pawaidars are assessed on the basis of the gross 
assets of the pawai. A concession of 45 % on the 55/45 
bandh including a Sir bandh and 20 % on the Sir area 
is given in the assessment. The percentage of assess¬ 
ment may be 25% or whatever may be the term of the 
grant. 


6 . Position in regards to overdue survey and settlement 

The survey and settlement of the former Rewa State 
which included almost the whole of Baghelkhand took 
place from 1921 to 1928 with a period of 20 years for 
the northern part and 12 years for the southern part. 
The settlement of the Panna State of which the larger 
part forms the Panna district and some part is com¬ 
prised in Chhatarpur district was made in 1916 . Other 
settlements were made between 1939 to 1947 and are 
not long overdue. 

For Rewa the changes in the administration and then 
the merger of the State into the Vindhya Pradesh may 
be responsible for the long extension of the currency 
of the settlement. With regard to Panna also the process 
of merger may be at the bottom of the re-settlement up 
to now. The settlement of any part is not under the con¬ 
sideration of the .Government at present because of 
re-organisation of services near famine conditions in 
some parts of the Pradesh, and pressing measures, like 
the community projects. National Extensive Service 
Schemes and other Welfare Schemes and famine 
works. 

7. Compensation payable on abolition of Jagirs 

The resumption of jagirs (or zamindaries or pawais) 
in the Vindhya Pradesh has been set in motion since 
the 1 st of July 1953 . In all 21,720 jagirs will be resumed 
by July 1954 . The compensation payable to the incomes 
to Rs. 2 crores. In annual instalments the full compen¬ 
sation with interest at 31 % from the date of resumption 
will be paid to the ex-jagirdars in general in 10 years. 
The smaller Jagirdars will be paid in full on the resump¬ 
tion of their jagirs. All these amounts will be paid out 
of the annua] additional increase of revenue due to 
abolition of jagirs. 

8 . Co-operative farming and land Policies 

The co-operative farming in the State is yet to begin. 
In Tikamgarh there is one society which has 60 acres 
of land. In land management the general trend is to 
give unoccupied land to those who have no lands or 
who have less than 30 acres. Big plots of land of 100 
acres or more are reserved for mechanised farms or 
large farming on improved lines under the prescribed 
conditions. One of the conditions of the scheme is that 
the allottee has to deposit with the Government Rs. 50 
per acre as a fund for investment in the land allotted 
to him out of which sums are advanced to him for 
expenditure in the farm and the Government also helps 
him in the shape of arranging tractors etc., on con¬ 
cession. The nautor rules in case of breaking up of the 
new land, allow concession of no rent for the first three 
years and then the full assessment is payable by pro¬ 
gression after 8 years. Judging from the experiences of 
the past the co-operative farming or land management 
policy is not likely to have any appreciable effect on 
the land revenue policy. 

9. Position in regard to alienation of land Revenue 

In Baghelkhand division, the alienation of land reve¬ 
nue, if any, are exceptional but in Bundelkhand divi¬ 
sion there are grants of rent free lands for religious 
and charitable purposes. The amount of such an assign¬ 
ment of revenue is not likely to be more than 2,20,000 
in the whole of Vindhya Pradesh. There are 1900 tem¬ 
ples in Vindhya Pradesh to whom the land revenue to 
the extent of 1 , 50,000 is assigned by granting free rent 
lands. These muafies or rent free grants are to be 
resumed under the Abolition of Jagirs and Land Re¬ 
forms Act, 1952 . So the matter is merely of academic 
interest and is not of practical importance. 

10. System of suspension and remission 

In case of calamity like draught, excessive rains, hail 
storms, damage to crops by rust etc., suspension or 
remissions of rent and revenue may be granted. If the 
loss is not substantial suspension of rent is thought of 
but if the loss is heavy and the suspension is not likely 
to suffice remission in rent is given. Calamities are 
divided into three kinds (1) local or limited calamity 
as hail storm, frost etc. (2) general calamity like wide¬ 
spread famine, excessive rains, damage to crops by rust 
etc. ( 3 ) the slump in prices. 

In case of limited calamity field to field loss is ascer¬ 
tained. 

The Tehsildar is bound to visit the affected areas 
personally to form the estimate of the loss and it is 
also the duty of the Deputy Commissioner to verify 
the loss. The rates of remission may vary from annas 
4 to annas 16 according to the extent of the loss of 
annas 4 and over. No remission is granted if the loss 
is less than 1th of the rent of the holding for the kist 
in question. The Deputy Commissioner with his recom¬ 
mendation sends this statement to the Revenue Com¬ 
missioner who comments on them and submits to the 
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Government for sanction. In the meantime the rents to 
the extent of anticipated remission are not paid gene¬ 
rally by the tenants. (Corresponding remission is also 
given in the Land Revenue to the pawaidars (zamindars 
or jagirdars etc.). In case of general calamity the ascer¬ 
taining of loss plotwise is not necessary but the loss is 
assessed in annas on the whole affected area in general 
and the remissions are granted according to the scales 
prescribed. Personal inspection by the Tehsildar and the 
Deputy Commissioner in this case also remains the 
same as in case of local calamities. In the case of slump 
in prices the prices are compared with the prices at 
the last settlement and the prescribed remission scale 
is followed. 


From 1949 to 1953 the rents were suspended in dis¬ 
trict Sidhi in the Rabi instalment of 1951-52 while they 
were remitted in almost whole of the Vindhya Pradesh 
in the Kharif kist of 1950-51 to the extent of Rs. 7,47*698 
in Panna and Chhatarpur districts in the Rabi of 1951-52 
to the extent of Rs. 2,610 and in Amarpur circle of 
Bandhogarh Tahsil in district Shahdol in the Kharif of 
1952-53 to the extent of 413-14-9. The suspension in the 
Sidhi district in 1951-52 was given on account of defi¬ 
ciency of rains and it was reported by the Deputy Com¬ 
missioner that on the average the crop in that season 
in the district was shown less by 38% and the yield also 
fell by about 32%. The above suspension was ordered 
only in case of tenants paying the rent of Rs. 50 or less. 
The total Rabi kist in the district came to Rs. 2,50,000. 
In case of remission of rent in almost the whole of the 
Vindhya Pradesh in the kharif season of 1950-51 in 
Bundelkhand, 2,680 khalsa villages with the Kharif in¬ 
stalment of Rs. 17,70,143 were affected by no rents dur¬ 
ing October. The amount of Rs. 3,44,960 was remitted 
The basis of calculation of this remission was that the 
villages in which the crop of Kodo predominated were 
given the remission of annas 4 per rupee while where 
juor predominated a remission of As. 2 per rupee in the 
rent as a general remission was granted. In the same 
area jagiri villages paying revenue of Rs. 6,071 were 
affected by the loss and a remission of Rs. 10,543 was 
granted to the jagirdars. Thus the total for Bundel¬ 
khand amounted to Rs. 3,55,503. In Baghelkhand divi¬ 
sion, 8787 villages with the kharif rent of Rs. 16,53,235 
were affected and the remission of Rs. 4,02,738 was 
granted to them on the basis of a general remission of 
annas four in the rupee excepting one or two Tehsils 
in which the extent of remissions was annas two a 
rupee. The second case of remission is of the Rabi of 
1951-52 of Panna and Chhatarpur districts. In Chhatar¬ 
pur 16 villages with the rent of Rs. 17,520-5-11 were 
affected and Rs. 2,175 were remitted to them. In Panna 
only 9 villages in Khalsa with a rent of Rs. 7,190-2-10. 
were affected. Rs. 343 were remitted. Among the jagir 
villages in Chhatarpur 7 villages were affected and 
Rs. 92 was given as remission to the jagirdars while in 
Panna no remission was given. In the 3rd case of re¬ 
mission of Amarpur circle in district Shahdol remission 
at the rate of annas four per rupee in the kharif rent 
of 1952-53 was given owing to uneven distribution of 
rain and damage by Gandhi bug and the total amount 
came to Rs. 413-14-9. The effect of this suspension and 
remission was that the tenants were not hard pressed to 
borrow for payments of the rents for which they had 
no power to pay and the realisation of the next kist 
was not consequently affected and the calamities in no 
way could lessen the cultivation of the next crop. 

11. Land cess 

In Baghelkhand there were two kinds of land cesses 
in settlement, Bayai and Chamari. Bayai was the cess 
which was levied at 6 pies per rupee of the rent in 
anticipation that the tenant will sell or export his 
crop. Chamari was assessed at one pie per rupee for 
the hides of the cattle. At present these two cesses 
combined at seven pies per rupee are charged under 
the name of Chanda or Sarkana and Madarsa (mean¬ 
ing, roads and the education cess). In Bundelkhand 
also six pies in rupee or so is levied under the name of 
Abwah and such nomenclatures. The revenue from the 
land cess is credited to the Government and is not 
allocated to the local bodies as the District Boards have 
not yet come into being in this Pradesh. In 1951-52 the 
income from cess was Rs. 48,045-12-0 and in 1952-53 it 
was Rs. 19,829-9-0. 


pottery, factory, building etc., Rs. 5 per acre is charged 
as rent in Baghelkhand. In Bundelkhand there appears 
to be no one rule but in Tikamgarh the rent for such 
use is charged at the rate of Rs. 5 to Rs. 15 per acre 
per annum. 

(ii) When such land is included in urban area it is 
treated like other land in that area and Municipality 
charges 4 annas per square feet for the purpose of 
shops and annas two per square feet for the use of the 
land for other purposes. 

(b) Even if the land is classed as non-agricultural 
but is not Abadi and is used for the purpose not con¬ 
nected with agriculture a charge of Rs. 5 per acre is 
levied in Baghelkhand. In Bundelkhand also a charge 
is made but there is no uniformity in practice. 

The Government receives Rs. 18 lacs per year for 
use of land as pasturage and groves on the basis of 
agricultural assessment. This is included in the total 
revenue of Vindhya Pradesh amounting to Rs. 74,80,189. 
The income from non-agricultural assessment is negli¬ 
gible. 

13. Land revenue administration 

For purposes of revenue administration the Vindhya 
Pradesh is divided into two divisions, each division being 
sub-divided into 4 districts. Each district has 3 Tehsils 
except Rewa, Satna and Shahdol which have 4 tehsils 
each and Datia which has two tehsils only. Each tehsil 
has three or four Supervisor Kanungo circles. On the 
average 17 or 18 Patwari circles make a Kanungo cir¬ 
cle. 

The lowest rung of the ladder in the revenue adminis¬ 
tration is the Patwari who prepares and maintains the 
village papers and collects revenue and rents. He has 
to go round the village field each season for partial 
work. In actual practice his duties are too numerous 
to mention. He gets some help from the Mukaddam and 
Chowkidar in collection. Above him is the Supervisor 
Kanungo to supervise his work and to check the annual 
papers as well as to help in realisation of revenue. On 
the tehsil level the Tehsildar controls and supervises 
the work of aforesaid subordinates. He in turn is con¬ 
trolled by the Deputy Commissioner of the district and 
over him is the Commissioner. At present there is only 
1 Commissioner for both the divisions. In Bundelkhand 
division there is generally one Naib Tehsildar to assist 
the Tahsildar. But in Baghelkhand there are two and 
even three Naib Tahsildars in the Tehsil. In each dis¬ 
trict there is one Land Record Superintendent and his 
staff to help th e Deputy Commissioner in land record 
work. The Land Record Superintendent is also the 
officer of the Kanungos. The work of the Deputy Commis- 
missioner is shared by the Additional Deputy Commis¬ 
sioner in each district though in Shahdol there are two 
Additional Deputy Commissioners at present. At . the 
stage of the Secretariat the Revenue Secretary is head 
of the Revenue Department. 

The administration in Vindhya Pradesh is being re¬ 
organised these days. The post of Additional Deputy 
Commissioner is going to be abolished and in its place 
22 Deputy Collectors in all are to be appointed and posted 
in the districts. There will be no Divisional Commis¬ 
sioner any more. Tehsildars and Superintendent, Land 
Records are to be reduced from 26 and 8 respectively 
to 21 and § respectively and similar reduction is to 
follow in lower ranks and the ministerial staff etc. 
The post of the Director Of Land Records and the Deputy 
Director of Land Records are to be created and Deputy 
Collectors are to be appointed to these posts. The post 
of Director of Land Records was abolished in 1951-52. 

Formerly, in the Rewa State, some pawaidars were 
especially empowered as Honorary Revenue Officers of 
the 1st or 2nd class. Since the formation of the Vindhya 
Pradesh they no longer enjoy revenue powers. 

Recently the revenue staff’s responsibilities have mul¬ 
tiplied a good deal by development, “extension work” or 
the like, but the collection on the whole has not suffer¬ 
ed partly owing to high prices and partly due to the 
efficiency of the collection agency. 

The figures for receipts of land revenue and expendi¬ 
ture for some years are given below :— 


12. Assessment of Non-Agricultural Laid 

Pasturage and grove.—(a) (i) Planting is generally 
included in agriculture but supposing that it can be 
separated from the agricultural purposes the system 
of levy of assessment on land which is classed 
as agricultural and lies in rural areas is that 
if it is used for common pasture it is not assessed or 
no rent is payable. If it is included in a holding it is 
assessed at £ (Half) soiled the rates or sometimes some¬ 
what below or above it. The grove or the garden land is 
assessed at full rate. In case the land is used for the 
purpose not connected with agriculture as brick making, 
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Expenditure 

October 1945 to Sept. 



1916 

28,19,614 
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October 1948 to March 
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April 1950 to M'rch 

33.37.172 

8 , 10,850 
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April 1951 to March 

75,21,361 

13,92,029 

1952 

April 1952 to M*rch 

83,02,806 

14,437,86 

1953 ■ . 

78,43,204 

16,95,678 


State only. 
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14. Arrangement for appeal by an assessee 

In respect of settlement matters appeals from the 
orders of the Assistant Record Officer and Assistant 
Settlement Officer lie to Settlement Officer whose deci¬ 
sions are appealed against to the Board of Revenue. 
Formerly (in the Rewa State) the order of the Settlement 
Officer was appealable to the Chief Revenue Authority 
(or the Revenue Commissioner) and then to the Gov¬ 
ernment (Darbar), but since the establishment of the 
Board of Revenue in 1949 this has changed. The time 
for the appeal to the Settlement Officer is 30 days and 
to the Board of Revenue 90 days from the date of the 
order. Each of these above officers and the Board of 
Revenue have powers of revision. The Government have 
general powers to call for. examine, review, rescind, 
alter, modify or otherwise deal with any case or order 
at any stage and to pass suitable orders. 

15. Trends in arrears 

The following statement shows the demand collections 
and arrears of the State for the years 1951-52 and 
1952-53 

' 951-52 ' 952-53 

From 1-10-51 (1-10-52 to 

to 31-8-52) 15-8-53) 

Rs. Rs. 

Demand. 74 - 57.5 >9 74 . 89 ,222 

Collection.71,07,111 71,33,272 

Balance . . , . . . . 3.50,408 3 , 55.950 


Arrears 

'95'-52 1952-53 

(Fromi-io-51 ( 1 - 10-52 to 

1031-8-52) 15-8-53) 

Rs Rs. 

Demand . ... . . 5 , 85,869 7,44.95* 

Collection . . , . . 1 , 29,071 1 , 71,209 

Balanc< ‘.4.56,798 5,73,743 

Though the above figures are for two years only 
but they show the general trend of collections and 
arrears. It will be seen at a glance that though the 
collections of current demand are not bad the collec¬ 
tions of arrears are low. The reason is that the prices 
of the grains being high the cultivator gets enough to 
pay the current demand; but, as the prices of the 
consumers’ goods are also high he is left with poor 
margin to pay the arrears. 


16. Other points if any 

The incidence of rent in Vindhya Pradesh is 1 ; 33 
per acre of the holding area and 2-32 acre of the culti¬ 
vated area. 



MEMORANDUM IV 


Sales-Tax 

Replies to Questions 

Question No. 125. 

(i) The tax commonly known as Sales Tax is of a very 
recent origin in India. In some of the foreign coun¬ 
tries also it was introduced during the world war II 
and the idea underlying its introduction was to put 
a sort of curb on consumption of commodities which 
were in short supply. At the same time it became a 
valuable source of revenue. In coverage, extent and 
method of imposition, this tax varies from country to 
country and in fact from unit to unit of the same 
country with a federal structure of administration. As 
a result of this, “Sales Tax” has not yet achieved a 
recognised and certain meaning or method of its levy. . 
At some places it extends to all transactions, both 
wholsale and retail, and at others it covers only whole¬ 
sale transactions. The first variety is usually known as 
turnover tax. Certain taxes include both goods and 
services while others include only goods. The German 
turnover tax is an example of a tax which includes 
nearly every type of transaction in the line of goods and 
services. The French tax is on the line of the German 
while in Belgium retail transactions may be excluded. 

In the State of American Union it is confined to retail 
transactions. In Canada and Australia it takes the 
shape of a producer’s or manufacturer’s tax and it may 
be on classified industries or trades only. In France 
sales' of Farmers are exempted unless they are carry¬ 
ing on manufacture as well as agriculture. 

It would thus be seen that if Sales Tax coverage is 
widened in India to include transactions involving re¬ 
duction of services, wholly or partly, it will not be an 
innovation in the realm of fiscal administration. As a 
matter of fact it will be quite in keeping with the 
basic idea underlying the introduction of this form 
of taxation in India—tapping of additional revenue 
sources for the State Governments. This is the posi¬ 
tion in abstract. In actual practice, it may perhaps 
be better for some of the smaller States like Vindya 
Pradesh to charge a fixed licence fee on graduated 
rates from some of the dealers who are engaged in the 
“services” line as many of them happen to be petty 
dealers and as such unable to maintain accounts in 
the standard manner. 

(ii) In principle, there does not appear to be any 
objection to the inclusion of transactions of sale or 
purchase in stock exchanges or in Future Markets 
within the ambit of sales tax or turnover tax. This 
.question is only of an academic value for this State 
as there are no transactions of this nature here. 

If the suggestions given above are accepted, no 
peculiar administrative problems are likely to crop up 
for this state and it will be possible to deal with these 
transactions with the existing administrative set up of 
this department. 

(a) On a rough and ready basis the additional revenue 
likely to be derived by this State if sales tax is extended 
services, assuming for this purposes a rate of levy 
which is the same as the ordinary rate on the sale 
of .goods in this State, namely, 6 pies per rupee, will be 
as follows:— 

1 . Services rendered by motor vehicles Rs. 50,000. 

2. Services like photography painting etc. are not* 

much developed in this State and there is not 
much scope for income from these sources. 

(b) There is no stock exchange in the State and the 
futures market is also very undeveloped being confined 
to a few persons and a few towns only. Though no re¬ 
liable data is available for calculating the revenue poten¬ 
tial, yet the total possible revenue from this source is 
not likely to exceed Rs. 10,000 per annum. 

Section No. 126 (1).—I would recommend that a tax 
both on the sale of newspapers and on the advertise¬ 
ments appearing therein may be levied as they are 
mutually exclusive; the first will pass on to the reading 
public and the second to the advertising firms. 

I do not think that there can be much difficulty in 
the collection of Sales Tax on the sale of. newspaper. 
Post of the readers of papers are regularly subscribers 
paying their bills once a month. The monthly bill 
comes to a couple of rupees and tax can be easily 
charged on the same by the distributing agent. The 
tax can also be conveniently collected on single copy 
sale of newspapers if the rate prescribed is in the whole 
of the currency unit, for example, one pie. 
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In the list of exemptions I would include such papers 
as are not run mainly for commercial purposes but 
are run, e.g. for purely religious or educational pur¬ 
poses. 

(2) As regards advertisements other than those ap¬ 
pearing in newspapers, I think some tax may be levied 
on advertisement which are made through the media of 
cinema houses and established advertising agencies. 

If sales tax is levied on the sale of newspapers the 
total additional annual revenue likely to accrue to this 
State from this source is not expected to be more than 
Rs. 5.000. 

Question No. 127. 

Before discussing this question in detail, I would like 
to make a few general observations on the academic 
aspect of the three forms of taxation, namely. Sales Tax, 
Excise and Customs. As already stated in the answer 
to the foregoing question sales tax is of a comparative¬ 
ly recent growth. Levying of Excise and Customs duty 
is a much older method of taxation. There can be in 
theory as well as in practice, some overlapping between 
sales tax and Excise but there can be no overlapping 
between either of the two and Customs duty. It is 
universally agreed, both in economic theory and fiscal ad¬ 
ministration. that Customs duty is levied at the time of 
import into or export from a country, of goods. Neither 
Sales Tax nor excise duty is levied at that stage. 

Generally speaking, Excise duty is a tax on manufac¬ 
ture or production. It is levied on and collected from 
the manufacturers or the producers as the case may be 
Though there have been some writers who thought that 
scope of Excise duty can be considerably and legiti¬ 
mately widened and it can be charged even at the stage 
of retail sale, yet this point of view is not the current¬ 
ly accepted idea. In this connection the definition of 
“Excise Duty” given by Stephen in his commentary on 
Laws of England (1928 Edition) is of interest. He says 
“Excise duties are those duties which are imposed by 
Parliament upon commodities produced and consumed 
in this country. They are directly opposite in their 
nature to the customs duties, for they are an inland im¬ 
position paid sometimes on the consumption of a com¬ 
modity frequently upon the retail sale”. In giving this 
definition Stephen followed Balckstone. Judge Storey 
in his book “Constitution of United States” has also 
given almost the same definition. Another writer. Pel- 
grave in his book “Dictionary of Political Economy” 
says, “Excise is the name given collectively to those 
duties which in the fiscal system of United Kingdom 
are levied upon commodities produced within the United 
Kingdom itself, as distinguished from customs duties 
which are levied at the ports upon commodities import¬ 
ed from abroad. The word “Excise” (Signifies etymo¬ 
logically something cut off: as an excise duty may in fact 
be considered something cut of or detached, for the 
benefit of the State, from the price of the article as 
paid by the consumer. If there were no duty the con¬ 
sumer would pay a lower price for the article. The 
price therefore that he actually pays includes the duty, 
whence it follows that the duty itself is something de¬ 
ducted or substracted from the actual price paid. The 
price in fact divided into two parts, one part being subs¬ 
tracted from the whole for the benefit of the State, and 
the remainder going to the vendor.” 

As against the above definitions there is another 
point of view which states that these definitions are 
mainly based on the writings of classical economists 
and they belong to U period when the theory and prac¬ 
tice of Sales Tax were not so well developed as they 
are now. It is therefore argued that these definitions 
are out of date and the scope of Excise duty should be 
limited to (i) a tax on commodities produced or manu¬ 
factured in the taxing State; and (2) should be imposed 
only on production or manufacture of those goods. 
Findlay Shirras in his book, “Science of Public Finance” 
states, “By Excise is ordinarily meant a tax or duty on 
home produced goods either in the processes of fresh 
manufacture or before their sale to consumers specifi¬ 
cally on spirits, beverages, gasoline, sugar and tobacco. 
It includes also certain licences, commodities and licence 
to conduct certain trades. It is, usual to exclude from 
excise sales tax or turnover taxes”. 

It appears that the present trend of thought is more 
in consonance with the description of excise duty given 
by Findlay Shirras rather than with the definitions given 
by old classical writers. So far as we in India are 
concerned, there is another point of view which has 
been put forward by Chief Justice of Federal Court of 
India, Sir Maurice Gwyer. In the well-known case 
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which was contested between the then Governor General 
to Council of India and the Government of C. P. and 
Berar, Hon’ble Maurice Gwyer was of the view that the 
possibility of levying an excise duty at a state later than 
that of manufacture or production of goods cannot be 
entirely ruled out but we have to see whether accord¬ 
ing to the words of the statutes, any administering 
authority has or has not the power to levy excise duty 
at the stage of retail sale. In the case in which Sir 
Maurice Gwyer gave his opinion, there was a contest 
between the Government of India and the Government 
qf C. P. and Berar. The latter has passed an Act known 
as C. P. & Berar Sales of the Motor Spirit and Lubri¬ 
cants Taxation Act, 1938. It was contended on behalf 
of the Central Government that this Act was ultra- 
vires the State legislature as it violated the field of 
taxation which was reserved for the Union Govern¬ 
ment. On behalf of the C. P. & Berar Government 
it was contended that the impunged Act is within the 
competence of the Provincial Legislature as the tax 
proposed to be levied under it is a tax on the sale 
of goods and not an excise duty. The rival claims 
were based upon entry No. 45 of list 1 and entry No. 
48 of list 2 of the 7th Schedule to the Government of 
India Act 1935. The two entries respectively read as 
under:— 

“(45) Duties of excise on tobacco and other goods 
manufactured or produced in India, etc.” 

“(48) Taxes on the sale of goods and on advertise¬ 
ments”. 


After a very careful and exhaustive examination of 
the issues involved, the Federal Court entered Judgment 
favour of the Government of C. P. & Berar. The pre¬ 
sent Constitution Act also divides the field of fiscal 


The numerical classification of the registered dealers 
of the State is roughly as follows: — 


1. Importers 

2. Manufacturers . 

3. Wholesalers 

4. Retailers . 

5. Commission Agents 


700 

200 

200 

3000 

90 


The registered dealers of this State can be sub¬ 
divided into annual turnover groups as under: — 


Below Rs. 10,000 . 

10 to 30 thousand 
30 to 60 thousand . 

60 thousand and above 


1,000 

12000 

I2Q0 

700 


A provision is being made now making it obligatory 
for dealers having an annual turnover of more than 
Rs. 10,000 to issue cash memos. 


Question No. 129. 

(1) The system listed at (i) and (ii) are only methods 
of the collection of sales tax. The ultimate idea in 
both cases is collection of revenue. In addition to these 
two systems, I think that there can be another method 
of realisation which will probably have all their merits 
and none of their provisions. I consider system 
sales tax should be realised of all first sales whether 
they are made to a registered dealer or an unregistered 
dealer or a consumer. Thereafter sales tax should be 
charged the last stage when a registered dealer sells to 
an unregistered dealer or to a consumer. At this last 
stage the turnover on which sales tax was paid by the 
first seller in the State should be excluded and tax 
should sale price and that of the last sale. 


operation between the Union and States Governments 
on similar lines. 


From the foregoing discussion it would appear that 
there is a water-tight division between the sales tax 
and excise levies on the one hand and customs duty on 
the other. As between Sales Tax and Excise, though 
the division in theory is not so rigid, yet the pre¬ 
valent practice has allotted to them well defined sphere 
of operation Excise duty has to be charged at the stage 
of manufacture or production and sales tax or turn¬ 
over tax at some stage subsequent to that. Sales Tax 
has a definite and clear cut place of its own in the 
fiscal administration of this country. Neither Excise 
nor Customs duty can properly and adequately cover 
the field meant for it. By its very nature Excise duty 
is restricted to a comparatively few articles, for 
example tobacco, intoxicants, sugar, matches, cloth, 
etc. Like Excise and Customs duty, octroi charges as 
well cannot be a substitute for sales tax. Octroi duty 
is always meant to cater to the needs of municipal 
administration of a particular town. The revenue re¬ 
ceived on this account is meant only for local expen¬ 
diture and the requirements of the people from whom 
it is realised. It is therefore suggested that sales tax 
should be allowed operation in its legitimate sphere 
in the national economy. 


(2) As between the two alternatives given in part (1) 
of this question and the one suggested by me above, I 
think the third alternative be comparatively better. The 
adoption of the 3rd alternative would ensure to the 
State realisation of sales tax at least once because the 
dealers who make sales at this stage are generally big 
dealers and there is not much possibility of adoption 
of unfair means by them. Even if any one of them re¬ 
sorts to illegal practices, it will be very easy to detect 
the same. Under the second of the two alternatives 
given in part (II) of this question, all the big dealers 
mostly sell goods to smaller registered dealers without 
charging sales tax from them. Thereafter the goods pass 
through several hands and it is not possible to make sure 
whether or not tax is paid by anyone of the successive 
dealers. Detection of tax dodging in the hands of such 
successive dealers becomes much more difficult because 
the more the goods go down in the hands of smaller 
dealers, the more difficult becomes proper checking. 
Small dealers do not have properly maintained ac¬ 
counts and the risk of the loss of the revenue when col¬ 
lected from them, is immeasurably greater. Another 
disadvantage of collecting revenue from small class of 
dealers is that assessing officers have to resort to the 
best judgment method in a much larger number of 
cases. This method despite of all care and circums¬ 
tance must always have an element of guess work and 
to that extent is arbitrary in nature. 


Question No. 128. 

(a) Sales Tax is levied on the sales made by a dealer 
and the turnover of a dealer only means the aggregate 
amount of the sales prices or part of the same prices 
received or receivable by a dealer. It appears that there 
is not much difficult sales tax on individual 

sale transactions and on the turnover of a dealer for 
as pointed out above turnover of a dealer is nothing 
but an aggregate of the sale prices received or receiv¬ 
able by a dealer. Individual sale transaction is in fact 
the fundamental basis on which the amount of the tax 
due is calculated. In case of the dealers who do not 
have a satisfactory system of accounting the tax is 
calculated according to the best judgment of the assess¬ 
ing officer and in such cases neither individual sale 
transaction nor the actual gross turnover of a dealer 
forms the basis of assessment. In such cases the opinion 
of the assessing officer, of course based on certain 
cogent considerations, is the main factor. If this is what 
is meant by second sentence of ( ), the many reply 
to it is in the affirmative I may further add that the 
number of such best judgment assessments can be very 
appreciably cut down if the levy of tax is confined to 
the dealers .who make the first sale transactions in a 
state. Such dealers are in overwhelming majority of 
cases big dealers and they have very well ma'^-imed 
accounts. 


(b) There is no separate sales tax legislation for 
petrol in this State and I do not think there is any need 

to have one. 


From the consumers point of view specially the 
small consumer in the rural areas probably multiple 
point system of taxation is the worst because goods 
will reach him only after they have changed hands 
quite a big number of times and every time goods 
change hand they will become dearer so that they will 
be the dearest when they reach the smallest consumer 
in the rural area. In this way the burden of taxation 
•upon consumers is not well distributed. 


From the point of view of a dealer, it is also better if 
tax is realised from the first dealer. The subsequent 
smaller dealers resent this levy very much because they 
do not have proper accounts and some times the best 
judgment assessment passed against them tells rather 
heavily upon them. From the point of view of the Gov¬ 
ernment also, it will be much more convenient if the 
tax is realised only from the first selling dealer or 
mainly from him because in that case the number of 
dealers whose cases the sales tax authorities will have 
to deal with will be much smaller and it will be possible 
to devote much more attention to them. Furthermore 
the risk of the loss of revenue due to tax dodging or 
non-maintenance of accounts will be minimised. . The 
argument that under multiple point levy system Govern¬ 
ment can realise more revenue appear to be fallacious 
because the amount of revenue can always be kept at 
the desired level by suitable adjustment of rates.' I 
shall illustrate this point. Supposing the rate of tax is 
one anna per rupee. Instead of charging one anna 
from four different dealers at the rate of one pice each 
it will be better if it is realised in full from the first 
dealer. In that way Government will have realised the 
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full amount and it will have to deal with only one man 
instead of four. The first dealer will pass on to the 
second the amount of the tax paid by him as part of 
his sale price and so on. 

(3) No other system except the single point levy 
system has been tried in this State so far. 

(i) In actual practice the burden on the consumer 
should not be more tax that accrue to the 
Government. If however there is any dodging of the 
tax, then there may be an undue burden on a con¬ 
sumer as an unscrupulous dealer will have realised it 
from him without any advantage to the exchequer. 

(ii) I think if the system of levying tax on first sale 
is adopted, the whole class of dealers right from the 
wholesalers down to the public village shop keepers, 
will stand to gain much by way of avoidance of hard¬ 
ship occasioned by the preparation of specific ac¬ 
counts and certificates, etc. For the smaller class of 
dealers a system of licence fee can be evolved. A pro¬ 
posal for placing on the statute book a provision to this 
effect is already before the Legislative Assembly of this 
State. 

b' 

(iii) No effects of the nature referred to in this clause 
have been noticed in this State. 

(iv) I have already observed above that in the system 
where tax-free purchase is allowed to registered deal¬ 
ers and tax is realised at the stage when a registered 
dealer sells goods to an unregistered dealer or to a 
consumer there is always a possibility, rather a proba¬ 
bility of loss of revenue as small dealers not having pro¬ 
per accounts many make tax-free purchases and at the 
time of submitting return to the assessing authorities, 
may not show same transactions in their accounts. As 
individual sale and purchase transactions run into mil¬ 
lions, it is not administratively feasible to check each 
and every individual transaction. If the system of 
charging tax on the first and the last sale is adopted 
then the danger of loss of revenue will be very con¬ 
siderably reduced. 

Question No. 130. 

(i) For goods which can be classified as Luxury and 
comfort articles, rates should be comparatively higher. 

(ii) For other articles rate should be somewhat lower. 

(iii) I think the taxfree items should either be en¬ 
tirely eliminated or restricted to the barest minimum 
as they can provide a fertile source of tax dodging 
This is specially so in face of dealers who deal in a 
number of goods some of which fall under the taxable 
category and others under tax-free. There is always 
a chance that an unscrupulous dealer may sell taxable 
goods and show them as tax-free in his account. The 
exemption, if any, should be given only to such dealers 
as deal exclusively in tax-free goods No dealer stock¬ 
ing taxable as well as non-taxable goods should be 
given any exemption. 

The accurate statistics, are not readily available to 
show the revenue derived in this State from articles on 
which there is a special rate of levy but it is estimated 
that out of a total receipt of 16 lacs about 3 lacs were 
received from articles having special rates of'levy. The 
main articles falling under this category during 1952- 
53 were petrol, supari, hardware of all kinds, Bidi, 
soaps of all kinds, tea, cocoa and coffee. The receipt 
for individual items are not readily available. 


Question No. 131. 

The question of bringing about some measure of uni¬ 
formity in the system and rates of levy of sales tax 
and exemptions, from it, was considered at a conference 
of the Finance Ministers and Secretaries held in New 
Delhi in the last quarter of 1950. It has not been 
possible to evolve any system so far which may bring 
about all India uniformity. Probably there is bound 
to -be divergence as long as sales tax remains as State 
subject. 


If uniformity is at all to be had, it can only be by 
risking sales tax a Central subject. In that case re¬ 
venue should be apportioned between the various States 
on the principle, “Tax follows consumption”. This 
principle _ should be slightly modified in favour of the 
comparatively lesser de\feloped States and they may be 
allotted relatiyely higher share so that it may be 
possible to bring the smaller States on level with the 
bigger ones alternatively we may have central sales 
tax legislation and provincial administration of the 
same. 


Question No. 132. 

Uniformity has not yet been obtained in respect of 
goods considered essential for the life of community as 
the States which were levying sales tax of them before 
the passing of the Essential Goods Act are continuing 
to do so under their old laws: 

The articles from which our Sales Tax revenue is 
mainly derived are: (1) cloth, (2) petrol, (3) sugar, (4) 
Supari, (5) Cement, (6) hardware, (7) bullion and orna¬ 
ments, (8) Bidi and cigarettes and (9) coal. 


Rs. 

(i) Cloth ....... 7,00,000 

(а) Petrol.1,00,000 

(3) Sugar ....... 80,000 

(4) Supari ....... 30,000 

(5) Bidi . . . . . . . 20,000 

(б) Hardware. . . . . .' . 20,000 

(7) Tobacco ....... 10,000 

(8) Ornaments . . . . . . 10,000 

(9) Gold and silver ..... 20,000 

(10) Utencil.10,000 


The figures given above are only approximate. The 
rest of the income is received from sundry articles. 


Question No. 133. 

The provisions of Article 285 of the Constitution in 
their present form have created an amount of un¬ 
certainty and divergence in practice due to varying in¬ 
terpretations placed upon it by different states. This 
element of uncertainty has proved very embarrassing 
both for the trading community as also the assessing 
officers. The former have never known clearly whether 
or not at the time of assessment of their accounts, they 
will be called upon to pay the tax. Similarly, the 
assessing officers have been left wondering and guess¬ 
ing whether in a given set of circumstances I shall take 
an example to illustrate this point. A transaction of 
sale takes place between a dealer of Satna and dealer 
of Bombay at Satna within Vindhya Pradesh. The 
Bombay dealer personally comes to Satna, negotiates 
the deal, finalises it, pays cash down, takes charge 
of the goods at Satna and then book from Satna to 
Bombay in his own name and ultimately goes and 
receives them at Bombay, which Government, Vindhya 
Pradesh or Bombay, if any, is entitled to charge sales 
tax on this transaction? Probably Vindhya Pradesh 
Government will not be able to charge because, though 
the "goods were actually sold in Vindhya Pradesh under 
the ordinary law yet they will be deemed not to have 
been sold in Vindhya Pradesh by reason of the pro¬ 
visions of Article 286. In were not delivered 

in Vindhya Pradesh for purpose of consumption’. The 
Bombay Government will also probably be not able to 
charge Sales Tax because the goods were not actually 
delivered in Bombay though they were meant ‘for pur¬ 
poses of consumption’ therein. It will be seen that 
they were only received by the purchasing dealer of 
Bombay. They were in fact not actually delivered to 
him in Bombay for he took the actual and physical 
delivery of the goods at Satna and not merely their 
constructive delivery it would appear that neither 
of the two Governments would be able to charge Sales 
Tax on such transaction. In actual practice, either or 
both Governments may charge the tax thus making 
confusion worse confounded. The illustration given above 
assumed an deal set of circumstances which in actual 
day to day working is very rare. There can be a small 
variation of circumstances having far reaching legal 
and fiscal consequences. As for example what will 
happen if in the illustration given above, (1) the pur¬ 
chasing dealer does not himself get the goods booked 
from Satna but asks the selling dealer to do so on his 
behalf, or (2) the purchasing dealer does not per¬ 
sonally come to Satna but writes to a Commission 
agent of Satna to purchase goods for him and send 
them to him at Bombay and the agent complies; or (3) 
the purchasing dealer writes direct to the selling dealer 
to send goods to him at the ruling market prices and 
the latter complies but (1) gets the I$/R prepared 
in his own name and sends it to a bank at Satna which 
gives cash to him either immediately or on receipt from 
the Bombay dealer, or partly immediately and partly 
after collection from Bombay (ii) gets the R/R pre¬ 
pared in his own name but endorses it at Satna m 
favour of the Bombay dealer and sends it direct to 
him and receives price (i) by book adjustment at Satna 
or (ii) by cash from Bombay after -some time or (iii) 
partly by cash from Bombay and partly by book ad¬ 
justment at Satna, or (iv) by book adjustment at 
Bombay. 

The cases cited above are merely illustrative and by 
no means exhaustive. 
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Then another difficulty that an assessing officer faces 
relates to the nature and quantum of the proof that is 
to. be taken before an exemption can be given under 
this Article. How actual delivery is to be proved. How, 
the clause relating to “for purposes of consumption” is 
to be proved? Can the proof of despatch by rail by the 
selling dealer be taken to be sufficient proof of the 
‘actual delivery’ to the purchasing dealer? Is it neces¬ 
sary or sufficient to have a certificate from the purchas¬ 
ing dealer that goods in question have actually been de¬ 
livered to him for purpose of consumption in his State? 
In such a case, what is the guarantee that the dealer 
who gave the certificate will not re-export goods to 
some other State or give a wrong certificate. 

To solve the difficulties encountered in the actual 
working of Article 286 three possible courses appear 
to be open, namely : 

(1) to abrogate Article 286 altogether and allow 
the various federating units to charge sales 
tax or purchase tax on all sorts of transac¬ 
tions, 

(2) to suitably amend the article and try to make 
it more workable, and 

(3) to follow the recent ruling of the Supreme 
Court given in the case of Government of Bom¬ 
bay versus United Motors Limited. 

Obviously the first alternative will not be a very de¬ 
sirable one as that will strike at the very roots of one 
country principle. Out of the other two alternatives 
probably the one suggesting suitable amendments will 
be better of the two. It will probably meet the require¬ 
ments of the situation if an Article embodying the 
principles of Article 304 of the Constitution is incor¬ 
porated in place of the present one. It should be pro¬ 
vided in the new article that even State Government 
will have right to levy sale or purchase tax on all sales 
or transactions taking place within its territory but 
on the goods which are sent out front a taxing States 
no State shall levy sale or purchase tax on the goods 
thus sent out at a rate higher than that charged on the 
sale of similar goods within the taxing State itself 
and meant for consumption within the taxing State. 
This will ensure that no State Government will make 
a discrimination between the people living within its 
own jurisdiction and those living in other States. The 
present method of artificially determining the venue of 
sale should be given up. 

Should however, the suggestion given above be not 
acceptable for any reason then we are left with only 
one possible alternative and that is to follow the ruling 
of the Supreme Court referred to above. That ruling 
also allows us two methods of charging the tax on sale 
transactions taking place between dealers of different 
States. Firstly the tax may be charged as Sales Tax 
and secondly it may be charged as purchase tax. If 
it is charged as sales tax, the taxing State will have 
to require all such dealers residing anywhere in India, 
as make sales to the dealers residing within the State. 
This method of collecting the revenue is likely to prove 
extremely embarrassing both for the taxing department 
as also for the business community. If, however, ins¬ 
tead of chaining sales tax, purchase tax is charged on 
the transactions of the nature referred to above, the 
problem will be very, much simpler both for the taxing 
authorities and the trading community. In such a case 
the taxing authorities will only ask the dealers residing 
within their own territorial limits to pay the tax. It 
may be stated here that from the revenue point of view 
there will be no difference between the two courses. 

I think that the levy of purchase tax should be con¬ 
fined only to the transactions that take place between 
the dealers of two different States. On the sales that 
take place within a State itself, it will be better and 
more convenient to realise sales tax instead of purchase 
tax as it might be difficult to charge purchase tax from 
each individual concerned especially when the tax to be 
realised works out in fractions. In case of sales tax a 
dealer can aggregate his individual sales and pay the 
tax on the total. In this way the difficulty or fractional 
charges and payments is eliminated. 

This State along with the other States of India has 
had to face many difficulties on account of Article 286. 
The first and foremost one is the loss of a very subs¬ 
tantial amount of revenue. The figure of loss runs into 
lacs of rupees. Actual working of this article has also 
occasioned a considerable difficulty both to the assessing 
officers and to the business community. As a direct re¬ 
sult of the provisions of this article, a big number of 
dealers have come forward to claim refund of the tax 
already paid by them during 1950-51. Both the dealers 
as well as the Sales tax department are feeling consider¬ 
able difficulty in thrashing out the said claims. 


It has also come to lKght that some dealers of certain 
States have realised sales tax from certain dealers of 
other States and are keeping the same with themselves. 
They have neither deposited the tax so realised with 
the Government nor have they returned the amount to 
the dealers of other States from whom they had realised 
it. Government cannot compel the dealers who have 
realised the tax to pay it up in the treasury because 
if it is so done, the embarrassing question of refund will 
crop up. It has also been learnt that in some cases 
the dealers of other States who had paid tax to dealers 
of this State have withheld considerable sums of money 
belonging to the dealers of this State and they are insist¬ 
ing that they will not clear the accounts till the amount 
realised by dealers of this State as sales tax is paid 
back. 

As a result of the decisions given by some courts of 
this State, the Sales Tax Department of this State has 
topped charging sales tax on the goods which go out 
from this State. Consequent upon the ruling of the 
Supreme Court referred to above a proposal has been 
submitted to the State Government for the levy of pur¬ 
chase tax on transactions taking place between a 
dealer of this State and dealers of other States. The 
proposal is still under examination. In the proposals 
for the levy of purchase tax; care has been taken to 
see that both sale and purchase tax is not levied .on 
the same person in respect of the same transaction. 

Question No. 134. 

The rates of sales tax prevalent in contiguous 
States can have a very vital bearing on the location of 
business and on the free flow of trade between them. 
If the rates are same or nearly the same in the conti¬ 
guous States, the normal operation of the law of de¬ 
mand and supply will have full application and every 
place will have the nature and quantum of trade ac¬ 
cording to the status, standard and number of people 
inhabiting it. If, however, there is a very steep differ¬ 
ence between the rates obtaining in two limits of States, 
the one with lower rates is likely to have an unfair 
advantage over the other and some places in the State 
with the lower rates may enjoy a spurt of unmerited 
business activity. But this can only be short lived as 
the suffering State will sooner or later re-adjust its 
rate board. While thus re-adjusting its rates the ag¬ 
grieved State may very well undercut the rates of its 
neighbour. 

The two methods of charging the tax, namely single 
point and multiple point, should not have much differ¬ 
ence on the business of two contiguous States if the 
cumulative effect of the two taxes is the same or nearly 
the same. As for example, if one of the two contiguous 
States charges tax at a single point at the rate of one 
anna to the rupee, and the other State charges tax at 
the rate of one pice per rupee from four different 
dealers through whose hands the goods in question 
pass before reaching the ultimate consumer, there will 
not be any difference merely on account of the two 
different methods of collecting the revenue. As a 
matter of fact it is not the method of collection which 
is really important. In fact it is the total amount of 
the tax that is realised that is of the real substance. 

There are only two methods by which the difficulties 
pointed out above can be removed. Firstly by having 
an all India schedule of rates, secondly by making it 
incumbent for the different States of India to prepare 
their rate boards after mutual consultation. 

Taking advantage of the provisions of Article 286 
sometimes some consumers personally go to other 
States and make their pufehases there. This is special¬ 
ly so in cases where the amount of the tax involved 
is rather substantial. 

Question No. 135. 

(a) (i) So far as this State and its neighbouring 
States are concerned there is not much difference 
between the systems of levy of excise duties. Both here 
and in the neighbouring States of this Pradesh, quan¬ 
titative excise duties are charged. For liquor quantita¬ 
tive duty is worked out in terms of the London Proof 
strength of the spirit issued. Sometimes the duty is 
quantitative-cum-qualitative as for example, there are 
two rates of duty on Ganja in this Pradesh. The first 
rate is Rs. 146 per seer on good quality Ganja received 
from Madhya Pradesh and West Bengal. The second 
rate is Rs. 85 per seer of old Ganja which is lying in 
stock for the last few years. The duty on this stuff is 
lower as it is of a comparatively inferior quality. 

(ii) Generally speaking, there ^houid be an uniformity 
of rates of duty in different States as a wide difference 
of duty rates is likely to lead to smuggling of excis¬ 
able articles from one State to another. The relinquish¬ 
ment of duties should also be simultaneous in States 
closely situated. 
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(b) As yet no Central Excise duty has been levied on 
medicinal and toilet preparations. Therefore the ques¬ 
tion of attaining co-ordination does not arise at this 
State. No policy involving relinquishment of excise re¬ 
venue is being followed in this State at the present. 

Question No. 136. 

Power to make alterations in the rates of excise 
duties by executive order is already vested in the ad¬ 
ministration of this State. Full powers in this respect 
should continue to be so invested. This State is not 
directly concerned with the rates of import and export 
duties. 

Question No. 137. 

There is not much scope for the extension of the field 
of commodity taxation in this State as a result of the 
implementation of Five Year Plan. 

Question No. 138. 

Amongst luxury articles on which special high rates 
of commodity taxes may be imposed are: (1) all foreign 
alcoholic drinks, (2) foreign motor-cars costing more 
than Rs. 15,000 (3) foreign refrigerators, (4) foreign 
silken hoisery goods, ( 5 ) foreign scents and other cos¬ 
metics, (6) synthetic precious pearls and stones, (7) 
foreign high priced crockery, and (8) foreign gold 
watches. 

LAND REVENUE AND LAND CESS 

Section II— Reply to Questions 

Question No. 143. 

Yes, Land revenue policy should be based on some 
form of periodical settlement. But in view of the fact 
that the feudal order is dying out and the tenants are 
assured of fixity of tenure and the fairness of rents, and 
the records of rights are no more the monopoly of the 
vested interests, it may be desirable to lengthen the 
period of settlement to near about 30 years or even 
more. After all settlements are very costly and dis¬ 
locating operations. The advantages of the settlement 
for the State revenues, however, can be assured by re¬ 
course to ordinary provisions in the Tenancy Code which 
may provide for enhancement of the revenues if for a 
continuous" period of three years the prices of staple 
food ejgins have been higher by more than 25% over 
of staple food grains. At settlement the 
tenantry may also be safeguarded with a proviso that 
the increase shall in no case exceed 25% of the asses¬ 
sed revenue. 

Question No. 144. 

At present, generally speaking, the whole idea o! 
periodical settlements is bound up with the tendency 
of trying toincrease the land revenue and the human 
or theb**nane side is lost sight of. It would be better 
to cq^fttm the actual practice to the principles in letter 
and spirit. The assessee should be made to understand 
fully on what he is assessed, how he is assessed and 
that the assessment on him is just and equitable. The 
patwari should not have almost the last say in decid¬ 
ing disputes between tenant and tenant, but a more 
thorough and local enquiry ought to ascertain the true 
facts. The time limit for different stages of the settle¬ 
ment should not be allowed to guillotine the genuine 
grievances of the assessee. The decisions of a number 
of cases per day must have reference to the capability 
of an average officer. 

No. Long-r periods are suggested in the case when 
the Ryotwari tenure is introduced for the first time. 

(ii) Fixed assessment guaranteed for a specific piece 
of land seems to be more advantageous as it would be 
economical and administratively more convenient while 
giving the tenant a sense of better security and incen¬ 
tive to improvement or intensive cultivation. 

(iii) Does not arise. 

(iv) Yes, by granting concessions in these direction 
and manipulating the rates also accordingly. 

(v) It would not be a business-like proposition. Broad¬ 
ly speaking the advantage of payment in kind is that 
the State is saved the expense and inconvenience of set¬ 
tlements, remissions or suspensions of revenue, and the 
stock, of grains is easily procured while the tenant has 
very little to bother about rent. But the difficulties of 
appraising, dividing, etc. are too obvious to need any 
dilation. 

(vi) Uniformity between the States is ordinarily desi¬ 
rable to the extent it is possible. Leaving the excep¬ 
tional tracts like hilly, desert or barren, the principles 
may apply generally to all the States with modifications 
where really necessary. 


Question No. 145. 

Nil. 

Question No. 146. 

In case the crop complexion remains the same a gene¬ 
ral percentage increase or decrease as the case may be 
would serve the purpose. In other cases a surcharge on 
old rates graduated, if need be, with reference to crop 
grown, size of holding etc. may be levied where chang¬ 
ed conditions require enhancement of rates. 

In order to provide against the possibility of accen¬ 
tuating the disparity by surcharge owing to settlements 
of different arrears having taken place at different 
times a weightage to or concession in the surcharge may 
be given according to conditions of different settlements 
concerned. 

If the existing disparity is itself of a significant de¬ 
gree the percentage or surcharge may be modified in 
the inverse proportion to the degree of disparity. 

Question No. 147. 

As explained in 146 above or by a percentage increase 
or decrease on the basis of estimates or crop cutting 
experiments in suitably selected areas. 

Question No. 148. 

This problem does not arise in Vindhya Pradesh; 
where the rent rates will not be affected by the aboli¬ 
tion of zamindaris (jagirs or pawais) as they are ; uni¬ 
form for the tenants of a class irrespective of the pro¬ 
prietary tenure and only the settlement rates or rents 
are chargeable from the tenants. However, where the 
problem exists the rents may be reduced on the basis 
of revenue assessments tampered with pronounced new 
circumstances. 

(i) (a) Post abolition rents may be fixed at certain 
percentage of the pre-existing rents. 

(b) So far as possible, compensation may be paid out 
of increased revenue by not giving full advantage. of 
the benefits of the abolition of intermediaries to the 
tenantry all at once. Otherwise, as the prices are 
favourable, a compensation levy may be imposed or a 
voluntary contribution may be raised from the tenants. 
If the above methods clo mot suffice, or in the alterna¬ 
tive, public loans may be raised. 

(ii) Technical or experienced staff may prepare the 
minimum data with the help of whatever exists. . 

(iii) Experienced revenue staff may be given short 
courses of training or the staff required may be import¬ 
ed from other States. 

Yes. these problems would be found in .aggravated 
form in permanent settled areas where a little record 
or non-technical staff could serve the purpose. 

Question No. 149. 

Yes, the land revenue in such a contingency maybe 
assimilated to income tax. < 

Question No. 150. 

(i) Alienation of land revenue may cease and cash 
grants given instead. This will conduce to the better 
use of land and better accounting by the management 
of the temple etc. 

(ii) Nil. 

(iii) Nil. 

Question No. 151. 

(i) There should be a very heavy assessment border¬ 
ing on punishment to checkmate the tendency to put 
agricultural land in rural areas to non-agricultural 
uses (not for pastures or groves). 

(ii) Nil. 

(iii) Nil. 

Question No. 152. 

In this State, not in Baghelkhand division me pat¬ 
wari does the collection work also. He is hard worked. 
Yes, there is a tendency to burden the revenue staff 
with the “development” and “extension work”. It ia 
likely to affect the efficiency to an appreciable extent 
in case of fall in prices. 

Question No. 153. 

Not in this State. 
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Such delegation is not desirably as it will loosen con¬ 
trol, conduce to loss of uniformity ' and may even be 
uneconomic. 

The position may improve a little by direct self- 
interest; if the revenue collected is earmarked for spe¬ 
cific local purposes. 

Question No. 154. 

(i) The basis of levy of the land cess should be land 
revenue. 

(ii) Yes, with a view to reduce inequalities. 

(iii) (a) The realisation of land cess should be the 
business of the land revenue authorities. 

(b) One consolidated cess for local purposes seems 
preferable for its simplicity. 

(ivj Nil. 

Section III —Other Remarks 

The total area of the Vindhya Pradesh is 23,183 
square rhiles or 1,48,37,073 acres of which the culti¬ 
vated area is 40,82,189, and culturable waste 53,42,926 
acres. The population of this Pradesh is 35,74,690, the 
density of population being 154 persons per square 
mile. The land revenue and rent is Rs. 74,80,702. These 
figures show that there is a very large area available 
for cultivation but the population does not match with 
it hence the low land revenue and rent income. Some 
8,000 square miles of this Pradesh are covered by 
forests the income from which during the last 4 years 
was as follows:— 

1949- 5°.Rs. 56,20,504 

1950- 5 1 . 79.55.9o8 

, 95 I *5 2 .. 80,41,425 

1952-53.., 61,16,858 

2. The two receipts—Land Revenue and Forest in¬ 
come—account for more than half the revenue of the 
State and yet there is much scope for their increase. 
Situated -as this State is on the north-eastern plateau 
of Vindhyachal with the Kaimur range rising in the 
southern part of Baghelkhand, large deposits of mine¬ 
rals are said to lie in the bosom of this Pradesh, but 
mostly, they are not yet worked.. In order to turn to 
advantage all these natural gifts, as it were, sufficient 
resources in funds and a good transport system are 
essential. At present the State is in wanting all these 
and the railway line does not connect even the head¬ 
quarters of the districts; nay, the capital of the State. 
Rewa, is itself 32 miles. off the railhead. Under the 
circumstances, the question to every fair is where to. 
find the men and money which may lay the golden 
eggs—wealth and welfare. 

IRRIGATION RATES AND BETTERMENT LEVY 
Question No. 155. 

(1) A betterment levy representing portion of the in¬ 
crease in the value of the land is not TecTommended 
singly or in combination. 

(2) An irrigation rate for the water actually supplied 
is recommended. 

(3) Small compulsory cesses for all lands under com¬ 
mand whether tne water is actually utilised or not is 
not recommended. 

(4) fto other tax is recommended as an alternative to 
or in conjunction with the above. 

Question No. 156. 

Since the betterment levy representing a portion of 
the increase in the value of land is not recommended 
this question does not arise. 

The question in para 2 also does not arise. 

It would not be proper to impose a betterment levy 
on lands already benefited by irrigation, because in this 
State the' land revenue for such land is already en¬ 
hance. 

The question in para 4 does not arise.. 

Question No. 157. 

(1) The irrigation rates should be only for water sup¬ 
plied on basis of area irrigated during the fasal. No 
additional levy is recommended. 

(2) The fates should be based on area irrigated. 

(3) Periodical revision of water rates is desirable. A 
period of 5 to 10 years is considered appropriate. 


(4) The rates proposed for this State under considera¬ 
tion are already above 50% to those in Uttar Pradesh 
an adjoining State. 

Question No. 158. 

Compulsory irrigation cess is not recommended. 
Question No. 159. 

There are no major works in this State. The above 
replies pertain to minor irrigation work. There is no 
tube well irrigation in V.P. 


Question No. 160. 

Inclusive irrigation rates in land revenue are recom¬ 
mended. 


Question No. 161. 

The question does not arise. The rates recommended 
are for area irrigated under different crops and rates 
are different for different crops. 


STAMP DUTIES 

Question No. 162. 

Under the Constitution — 

( 1 ) the Union is empowered to fix the rates of stamp 
duties in respect of bills of exchange, cheques 
promissory notes, bills of lading, letters of 
credit, policies of insurance, transfer of shares, 
debentures, proxies and receipts, and 

(2) the States are empowered to fix the rates of all 
other stamp duties. 

As regards both (1) and ( 2 ), have you any suggestions 
to make for the levy of a'stamp duty where it is not 
already levied, or for an increase or decrease of the 
present rates where a stamp duty. aVregdy exists ? Please 
give reasons for your suggestions. Are there 
principles which you would propose for adoptio'irwPkit )*- 
gard to the fixation of rates of stamp duties'! 

As regards (2), since the rates vary from State to 
State, what degree of uniformity do you consider de¬ 
sirable and feasible, and how do you propose to achieve 


If possible, please estimate the net effect of your pro¬ 
posals on the revenues of States. 

The rates of Stamp duty and court fees have already 
been increased in this State very recently. There is no 
further scope of increase at present. 

Question No. 163. 

Certain States (e.g., Bombay) levy stamp duties cn 
transactions in forward markets. What is your view re¬ 
garding the complaint that .these duties have tended tg 
affect the business in these markets, particularly that 
of the middle class traders'! If you consider that the 
levy of stamp duty on transactions in these markets 
is a suitable and potentially important means of secur¬ 
ing revenue, what administrative and other measures 
would you suggest for the efficient collection of such 
duties ? Alternatively, in place of stamp duties, would 
you suggest some other form of taxation on transaction 
in stock exchanges and futures markets ? If so, please 
elaborate your suggestion. 

The question of forward market has not much signi¬ 
ficance so far as the State of Vindhya Pradesh is con¬ 
cerned. The State has, therefore, no suggestion to 
make in this respect. 

Question No. 164. 

In this country, the stamp duty is ordinarily a tax cn 
documents which constitute evidence of legal rights. 
There, are, holvever, certain taxes, such as the enter¬ 
tainments tax, which are, sometimes collected in the 
form of stamps, and suggestions have been made that 
this system may be appropriately extended to the col¬ 
lection of taxes on the sale Of goods or on other trans¬ 
actions. Do you agree with this view ? If so, to what 
taxes would you extend the scheme ? 

It may not be worthwhile to collect taxes on sale of 
goods in the form of stamps. The work of Sales Tax 
Department cannot become less by the introduction of 
such a system, on the other hand the cost of printing 
the stamps and the amount of commission on their 
sales shall have to be unnecessarily deducted from out 
of the amount realised as tax. 
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Question No. 165. 

What are the more common methods of evasion or 
avoidance of payment of stamp duty ? What means of 
prevention would you suggest ? 

No. Comments. 

Question No. 166. 

The rates of court fees diffir from State to State. To 
what extent do you consider uniformity in the rates de¬ 
sirable and feasible ? 

No comments. 

Question No. 167. 

Have you any suggestions to make regarding, the sche¬ 
dules to the Indian Court Fees Act and the rates of levy 
thereunder! 

The schedules to the Indian Court Fees Act have 
been amended by almost all the States and so far as 
the State of Vindhya Pradesh there appears to be no 
further scope for increasing the rates levied there¬ 
under. 

MOTOR VEHICLES TAXES 
Question No. 168. 

The intention of Motor Vehicles Taxation Committee, 
Government of India has so far been to ftx only one tax 
on motor vehicles by consolidating Central Government 
State. Government and Local bodies Taxes. At present 
different such taxes are imposed at different stages on 
the motor vehicles. Consolidation of taxes on import, 
custom or excise, road taxes, permit charges and inspec¬ 
tion fee levied on transport vehicles, driving licences, 
sales tax on motor vehicle is possible and feasible while 
other taxes which are mostly on commodities, required 
Epr the maintenance of motor vehicles cannot be imposed 
on the centralised basis on each and every vehicle. The 
reason is that all the motor vehicles cannot consume the 
parallel quantity of such things as being placed on differ¬ 
ent tooting and circumstances. Import, custom or excise 
duty and sales tax on spare parts and accessories, tyres 
and tubes, machineries and other materials such as fuel, 
lubricant ■ etc., will have to be continued as at present 
because these taxes are levied on the quantity, so con¬ 
sumed. For example if tax on two stage carriages is 
to be fixed at the same rate and in the case one utilises 
less commodities, required for its maintenance and 
running will be lower and the other which. consumes 
much will be greater. Thus the preposition would not be 
justified. In view of these taxes which are imposed on 
commodities should not be consolidated. The variation 
of taxes from Region to Region and State to State is 
based on the condition of road and the income in 
Transport business and if these taxes are to be cen¬ 
tralised the area of operation and the principles on 
code of Practice and Principles will have to he revived 
because the income of the Transport business depends 
mainly on the operational condition. 


The users are classified : 

1. Animal driven carts . .* @ Rs. 12 per year 

2. Tangas & Ekkas .... @ Rs. 15 per year 

3. Padel Cycles . . . • . @ Rs. 6 per year 

4. Padel Rikshaws . . ' . . @ Rs. 15 per year 

5. Laden animal . • Rs. 6 per year 

All the proceeds should go in general revenue of the 
State from where more money will be available for the 
maintenance of the road and other development 
Schemes. 

Question No. 172. 

The suggestion that Entertainment duty is the tax on 
cinematograph industry does not appear to be quite ac¬ 
curate because the duty is not recovered from the film 
producers, distributors, or exhibitors. It is recovered 
directly from the cinema going public. It does not _ ap¬ 
pear that the burden of entertainment duty levied in 
Vindhya Pradesh has become unduly heavy. It also does 
not appear that the taxation rate has reached the satu¬ 
ration limits and diminishing returns have set in. The 
question of diminishing returns is directly related to the 
per capita income of the cinema going public. The 
rate of tax at a given level of per capita income may 
be too high but it may become quite tolerable and even 
very low if the per capita income goes up considerably. 
Conversely, a rate of tax which is not very high today 
or even is very low may become very oppressive if the 
per capita income of the people goes down. So the law 
of diminishing return has a relative tendency and it 
can come into play or not dependig upon varying eco¬ 
nomic circumstances. 

I do not agree with the suggestion of cinematograph 
industry enquiry committee that there should be an all 
India uniformity in the rates of entertainment duty for 
the Simple reason that the level tax has to be determined 
with duly guard to the paying capacity of- the people.’ 
The richer the people the better their paying capacity 
and poorer the public the lesser its paying capacity. The 
dictum “railways will charge what the traffic will bear 
is a very salutary guiding principle for determining the 
rate of tax. As the economic conditions of the people 
living in various States of India and even within differ- 
ent parts of the same State differ very widely it .Is 
necessary to have diverse rates of entertainment duty. 
To say that rates of duty for the rural public of Vin¬ 
dhya Pradesh should be the same as those for the peo¬ 
ple of the city of Bombay is rather unsound. 

The rates of entertainment duty should be in graduat¬ 
ed scale according to the classification of seats m the 
entertainment-house. The entertainment duty is realised 
through stamps and it' should continue to be so levied. 

The sub-joint table g ves the break-up of the revenue 
received under this head in this State. 


As regards uniformity, it is suggested that some ceil¬ 
ing rate may be fixed. 

The consolidated tax so far suggested will be feasible 
on the lines mentioned above. 

The appropriation of the proceeds among the different 
Authorities should be distributed by percentage fixed 
On :the basis of the quantities on commodities, utilised. 
In fact appropriation of the proceeds should not be 
given more importance because the contributions are to 
be pooled in Central Revenue. So far all such taxes are 
treated as part of ■ general revenue of the State and if 
the State Governments are asked to separate the pro¬ 
ceeds there will be extra account work in each Office 
causing extra expenditure. 


Question No. 173. 

The criterion to be adopted in regard to exemptions 
"rom the levy of entertainment duty will have, to be 
■nultipurpose. Exemptions should be given to enter* 
tainments which are meant exclusively for educational 
purposes. Either total exemption or heavily reducoi 
rates of the duty should be allowed to very poor class 
Of people. 

Question No. 174. 

Under the system in which tax is realised by sale 

of stamps, there is not much scope for evasion., of duty.. 
However in order to make assurance doubly sure, oepa- 
sional surprise visits by checking .staff c ® n , b . e t °| 9°??'" 
derable help in reducing the possibility of duty, dodging. 


Question No. 169. 

So far money realised in Motor Vehicles Taxation 
side become the part of general Revenue and separate 
amount earmarked, out of general revenue for road 
maintenance and development and not from Motor 
Taxes only. Thus it would not be of any use to allot a 
certain amount from the taxation money while for road 
maintenance and development Schemes money is pro¬ 
vided from the General revenue as per requirements. 
Co-operation of money from Taxation side will create 
implication and extra work without any advantage. 

Question No. 170.'. 

At present there is no tax on other Road .users. In 
my opinion the tax on the following may be imposed and 
the police or D.M. or local bodies should be the Taxing 
Authority, as the case may be. 


Question No. 175. 

No extension is suggested. 

TAX ON THE CONSUMPTION OR SALE OF 

electricity 


aestion No. 176. 

The tax on the consumption or sale of the tri¬ 
tv is levied in several States in India and I see nq 

Section to its adopting in this State also. The levy of 
is tax may be restricted to consumers of energy for 
>mestlc purposes only. 

uestion No. 177. 

A distinction may be drawn bet we e n the electrical 
lergy consumed for lights and fans and the energy 
msumed fpr Other domestic purposes if separate 
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wiring circuits and meters are provided for the said 
purposes. The tax to be, levied on the energy consum¬ 
ed for other purposes (Frigidaires, heaters, radios etc.) 
should be half of the tax to be levied on the electrical 
energy consumed for lights and fans. 

(b) A lower rate may be made applicable in the case 
of small consumers. 

Question No. 178. 

I am in favour of a duty on energy used for indus¬ 
trial purposes; but the rate should be low and be based 
on the consumption of the units and the higher the 
consumption the lower should be the rate of duty under 
a tapering system to be evolved later on or the duty 
should be levied on the basis of the power of the 
machine. 

No duty may be levied in respect of electrical energy 
supplied for consumption by the Govt. Power consumed 
by small scale industries may be exempted if approved 
by the Government. 

Question No. 179. 

(i) All the power houses are already owned by the 
State Govt, and on that very presumption the above 
queries have been replied. 

(ii) If there are any private undertakings in future 
some sort of control has to be introduced for collection 
of necessary data and duty thereon .regarding consump¬ 
tion of power. 

Question No. 180. 

A uniform rate in all the States would be preferable 
but as conditions differ from State to State some modifi¬ 
cations as per requirements of each State may become 
necessary. 

There are found certain defects in the system which 
can be improved by taking suitable measures. For ins¬ 
tance one major measure defect in the present system 
is the full freedom left to the local bodies in making 
proposals for imposing taxes. Thus, among the people 
with sense of little responsibility it is found that they 
would not like to propose imposition of any local taxes 
for fear of becoming unpopular with the electorate. 
The remedy suggested for this sort of delinquency is 
that provision for the levy of certain essential taxes 
on compulsory basis should be made in the Local Act. 
That is to say taxes e.g., a house tax, a > road cess 
(where pakka roads are provided) and a general sanita¬ 
tion tax should be compulsorily imposed within the 
areas under the jurisdiction of the local bodies. The 
rates of such taxes may be left to the choice of the 
members subject to a certain minimum and maximum 
limit in each case. Thus there ought to be two cate¬ 
gories of local taxes—one which shall be imposed no 
sooner the' local body is constituted in a local area and the 
other which ‘may’ be imposed on the proposal of the 
local body. 

Question No. 186. 

The framework is not defective. The taxes allowed 
under the Constitution are quite adequate for the pre¬ 
sent. The Union list and the State List are quite proper 
for the present. It is not desirable to transfer the termi¬ 
nal taxes on goods or passengers carried by Railway, 
Sea or air from the Union List and it would be creating 
complications in the present circumstances if the agency 
to collect the terminal taxes were to be under the con¬ 
trol of the Central Government and the taxes were to 
be imposed, controlled and enjoyed by the various local 
bodies in so many States through which the railways, 
water-ways and to the State List for the simple reason 
that Railways, shipping and navigation 'inland waterways 
and airways are all the subjects included in the Union 
List or the airways pass. Very soon the number of local 
bodies (especially village Panchayats) through the local 
areas of which the railways, water-ways and airways 
pass is l kely to increase and in the course of few years 
all these bodies would be claiming to get the terminal 
taxes collected for them by the several administrations 
of the railways, water-ways and airways. Thus to avoid 
future complication and clamour in such an important 
field of transport of National importance it is desirable 
that terminal taxes remain in the Union List. 

Question No. 187. 

It is difficult to determine exactly the standards of 
suitability of a particular tax for a particular Local 
Body or a particular category of Local Bodies. The fol¬ 
lowing main considerations for such suitability may 
however be taken into account : — 

(?) The field of taxation. 

( v * The amount of financial gain. 

ic) The moral justification for imposition of the 
tax. 

td; The nature of machinery required for collection. 


In democratic bodies which are especially constituted 
on the basis of Universal Adult Franchise and with no 
particular qualifications required for the members of 
the said local bodies it is not necessary to provide any 
characteristics of the local bodies as a tax-authority. 
That is to say if the circumstances are similar one local 
body as a tax authority is as good and competent to 
levy a tax as any other. If, for instance, the circum¬ 
stances for the imposition of an octroi tax found in a 
municipality are also similarly found within a village 
panchayat area the municipal board and the village 
panchayat are equally good tax authorities. 

Question No. 188. 

As stated elsewhere under the general note the State 
of Vindhya Pradesh has been formed, in the year 1948 
by the integration of 36 States and the State Laws, 
rules, administrative orders and administration prac¬ 
tices of each of the integrating state being quite differ¬ 
ent, the framework prevailing in this State is not .yet 
satisfactory. The arrangements are yet in the transi¬ 
tional stage. 

Question No. 189. 

No, so far as this state is concerned up to now. 
Question No. 190. 

No, so far as this State is concerned up to now. 

Question No. 191. 

Yes, it has been so to some extent due to the lack of 
proper organisation in the initial stage of the establish¬ 
ment of the administration. Although no unnecessary 
conditions imposed on the power to levy a tax the pro¬ 
cedure in giving approval to the proposals has been 
dilatory in the special circumstances of the case. The 
delay has in some cases been due to the lack of ex¬ 
perience of the local body members as well. In one 
instance when the proposal to levy certain tax had 
been returned for making it in the desired form it was 
not received back again for about two years. In another 
instance the local body insisted to give approval to a 
private arrangement of a certain levy (which was in 
the nature of a tax strictly speaking) and would not 
like observe the preliminary procedure which was 
mandatory under the Law and without which no legal 
force could be given to the proposed levy however 
earnestly a large number of assessees might have agreed 
to pay it to the local body. 

Question No. 192. 

No, not so in this State up to now. 

Question No. 193. 

No, not so far in this State. 

Question No. 194. 

No. 

Question No. 195. 

(a) Defective co-ordination there seams to be to som 
extent. In one concrete case of licence fees the primary 
object of which was regulation there cropped up a con¬ 
troversy between the local authority and the State offi¬ 
cials. In the grain market of the Panna Municipality 
grain dealers were paying a certain licence fee since 
the time when the market had. been established. The 
District Supply Officer of the Food and Civil Supplies 
Department took objection to the local levy when the 
grain dealers were required to pay a licence fee of 
Rs. 50 to the State Government. This apparently was 
due to defective co-ordination. The remedy suggested 
in such instances is that while making such levies the 
legislation should take into proper consideration th' 
local taxation, if any, or the State levy should be 
made flexible for such circumstances as have been 
quoted above in the particular instance of the Panna 
Municipality. 

(b) Such lack of co-ordination does result in unneces¬ 
sary duplication of staff or other forms of wasteful 
administration and natural bewilderment of the tax 
payer. The remedy suggested is that the tax of a par¬ 
ticular nature e.g. the vehicle tax on vehicles plying on 
roads passing through the area of more than one local 
body should be levied, assessed and collected by one 
agency only and the proceeds distributed to all such 
local bodies and the State Government. The State Gov¬ 
ernment may keep to itself the agency and collecting 
charges. 

Question No. 196. 

No other important types of defects in the framework 
oi the system have come to our notice go far. 
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Question No. 197. 

(i) The tax-revenues of different categories of local 
bodies cannot bear any proportion to non-tax revenue 
other than grants-in-aid. because these differ widely 
from place to place on the prevailing circumstances m 
each area. 

(ii) The proportion of grants in-aid to the tax-revenue 
of different categories of local bodies may be provided. 
For the first time this State has paid as an experiment¬ 
al measure to certain categories of municipal bodies 
and principal Gram Panchayats grants-in-aid equal to 
the tax-revenue raised then in the last year besides a 
per capita payment on a uniform scale in two categories 
of the local bodies. The results of the experiment will 
be watched with interest and further examined in due 
course. 


Question No. 207. 

“Service Taxes” are strictly speaking the taxes for 
the actual service rendered. It is, therefore, desirable 
that the rates of taxes should be direct proportion to 
the service rendered. As for instance just as the water 
and electric lighting charges are assessed on the amount 
of water and electric energy consumed by each consu¬ 
mer, so should the rates of other service taxes be pres¬ 
cribed for each kind of such taxes. But there are no 
metres or measures to find out the exact quantity of 
the service rendered in the case of such taxes as the 
drainage tax or conservancy tax and the rates charged. 
It would, therefore, go difficult to find out the exact 
amount of service rendered to each assessee. In the 
circumstances, it is suggested that the “Service” itself 
for which a tax is charged should be classified as class 
I, II, III (and if necessary IV) and the class of service 
rendered or desired should be charged at the rate 
specified for each class of service. 


Question No. 198. 

Yes. 


Question No. 199. 

Of the three alternatives mentioned in this question, 
the second alternative is preferred. Additional powers 
of taxation would be no remedy to coax the local 
bodies, if they have not the will to use their powers 
of taxation, and the grants-in-aid would not make them 
feel as the real partners in the profit and loss ac¬ 
count of the local taxation while the second alterna¬ 
tive would. Moreover the system of grants-in-aid for 
general purposes in the case of ‘Major’ local bodies 
with sufficient resources to top is not a desirable way 
of helping the local bodies financially. 


(uestion No. 200. 

Yes. A more rational system of this kind of taxation 
is desirable and necessary. It is suggested that section 
9 of the Income Tax Act should be suitably amended so 
as to free the lands under non-agricultural use, the 
'buildings and income from both these. Also' the non- 
agricultural assessment and the urban area immovable 
property taxes should be discontinued and should not 
be levied or permitted to be levied. Such properties 
should be left entirely to the local bodies to be com¬ 
pulsorily levied to the local property tax on the basis 
of helping the local bodies financially. 

Question No. 201. 

The basis of annual rental value is preferred. 


Question No. 202. 

We do not agree with the view of the Local Finance 
Enquiry Committee in this respect. No further com¬ 
ments tp make beyond what has been stated m reply 
to question No. 200. 

Question No. 203. 

The principle of assessing a property tax on the 
annual rental value basis is recommended for adoption 
on a universal scale. No property should be excluded 
from assessment but from collections properties below 
an annual rental value of some definite amount to be 
stated in each case (of the place) should be exempt as 
also such properties the income of which is entirely used 
for charitable purposes. But the properties of su cn 
charitable institutions as may be let out on rent should 
be made to pay the tax at half the rate assessed. As a 
general rule new buildings may be exempt from taxa¬ 
tion for the first two years from the date of occupation 
a notice of which must be given by the occupier on pay¬ 
ment of penalty of no exemption for failure to give 
such notice. 

Question No. 204. 

It may be progressive in the case of city corporations 
and local bodies of bigger towns with populations above 
one lac. 

Question No. 205. 


Properties belonging to the Port Trust, Railways, Cen¬ 
tral Government, State Government, other local bodies 
and such other institutions should be exempt from pro¬ 
perty tax if not used for residential purposes. But ser¬ 
vice taxes should be levied on all such properties, if 
actual service is rendered to them. 

Question No, 208. 

The system of local fund cesses is satisfactory and 
should be continued and extended wherever it does not 
exist at present. 

Question No. 209. 

As hinted above under reply to the question No. 186 
it is recommended that the terminal tax should remain 
a subject of the Union List. It may be levied in the 
case of all stations, collected by the Central Govern¬ 
ment and distributed to all the local bodies concerned. 
Octroi tax has become so to say unpopular and may 
■be abolished in the present form. Legal difficulties may 
be overcome by suitable amendments to the Central or 
State Legislations as the case may be. 

Question No. 210. 

Yes to the extent stated under reply to the question 
No. 209 above. 

Question No. 211. 

As stated under reply to the question No. 209 above. 
Question No. 212. 

Bonding charges may vary according to the locality, 
facility provided, and the nature of detention of the 
goods. No uniform arrangements can be recommended. 

Question No, 213. 

Although octroi tax is not looked with favour yet if 
allowed to be levied it should be assessed ad valorem. 
Procedural delays and difficulties can be minimised by 
the revision of rules and raising the general standard of 
morality of the trading class and the subordinates con¬ 
cerned. 

Question No. 214. 

No, not necessarily. 

Question No. 215. 

No suggestions. 

Question No. 216. 

No comments or suggestions to make in this respect. 
Question No. 217. 

No. India having become a secular State ‘pilgrim tax’ 
as such should not be widely adopted. It is in the 
nature of differential levy and should not be encouraged. 
A passenger tax may be levied in important places 
which attract vast concourse of people on specified oc¬ 
casions. Such a tax may be imposed on all passengers 
to Delhi and New Delhi, for instance, on special occa¬ 
sions. This sort of a general tax on all floating popula¬ 
tion may be devised and developed. 



i Sd be empowered to leyy property tax. 

01 the power - 

203 may be axxac 


Question No. 218. 

“Poll tax” is not favoured in the present state of 
India. 


Question No. 219. 
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in the territories of more than one local body should 
be distributed among all those. bodies as equal part¬ 
ners. In the cases of casual visits of vehicles no shar¬ 
ing of the tax should be necessary. 

(b) Tolls may be allowed to be levied on special 
grounds only. For instance tolls may be allowed to be 
collected for passing over a, bridge, a ferry bridge 01 
pentoon bridge or in the cases of special roads cons¬ 
tructed temporarily for a certain occasion. In ordinary 
circumstances no tolls should be charged for mere pass¬ 
ing over the regular highways and roads maintained by 
the State and/or local bodies. 

Question No. 220. 

The maximum limit of profession lax should no doubt 
be raised. But it should not be more than Rs. 500 in the 
present circumstances when such tax payers have to 
pay other heavy taxes also. Profession tax may be 
levied by the municipal boards, and village panchayats 
with the safeguard that such a tax should not be levied 
on the same assessees by more than one tax authority. 

Question No. 221. 

No “theatre tax” should be permitted. Only the en¬ 
tertainment tax should be allowed and it should en¬ 
tirely go to the local body whatever the collecting 
agency may be in each case. That is to say whatever 
authority Police, Excise Department. Revenue Depart¬ 
ment or the local body may collect the entertainment 
tax, it should be credited to the local fund of the local 
body concerned after deducting a certain percentage 
of the proceeds as collecting agency charges. 

Question No. 222. 

Betterment taxes are not favoured. A consideration 
of the betterment charges should be made in determining 
the premium of the plots sold or leased out. As regards 
existing houses and buildings that may get the benefit 
of the town improvement the consideration may be 
made while assessing the property tax and no separate 
betterment taxes should be charged to such old pro¬ 
perties. 


Question No. 223. 

A tax on private markets, if permitted should . be 
allowed to be imposed by the local body. Private mar¬ 
kets should be discouraged and it should be the privi¬ 
lege of the local body alone to hold and regulate a mar¬ 
ket. 


Question No. 224. 

For the fuller utilisation of this tax resources it has 
been suggested that certain local taxes should be com¬ 
pulsorily imposed so as to make the local body to have 
wherewithal to run its minimum establishment of the 
administration. Gram Panchayats should also be help¬ 
ed by allotting to them a certain percentage (say 10 to 
15%) of the land revenue collected within their respec¬ 
tive area. 


Question No. 225. 

It is suggested that the assessment of taxes should 
be left, entirely in the hands of a separate agency on 
the model of the local audit agency. As regards col¬ 
lection of taxes it is suggested that the fall of the col¬ 
lections of taxes below a certain minimum should be 
made a reasonable ground for the dislocation of a local 
body. 

Question No. 226. 

No comments in regard to this question. 


Question No. 227. 

No further comments to make on the recommenda¬ 
tions of the Local Finance Enquiry Committee. 

Question No. 228. 

Manual Labour being contributed as a tax should 
not be provided as ‘an additional tax’. But in payment 
or part-payment of a tax-da v illages only in the case 
of village panehayat taxesriCtp*^ be provided by legis¬ 
lation. - • ~ ’ 



MEMORANDUM V 


PART H—DIRECT TAXES 


Income Tax 

Residence 

Question No. 46. 

Do the vrovisions of the Income-tax Act (Sections 4A 
and IB) regarding the determination of residence of 
various assessees, viz., individual, Hindu Undivided 
Family, firm, association of persons and company, re¬ 
quire any modification'! 

No comments. 

In particular, what is your vieiv regarding the reten¬ 
tion oj the category described as “not ordinarily resi¬ 
dent”"! 

May be retained. 


Income 

Question No. 41. 

Does the definition of “income” Section 2(6C) require . 
any modification? 

No comments. 

Question No. 48. 

Are there any receipts or gains which are not taxed 
at present but which in your opinion should be taxed 
and vice versa. 

No comments. 

In particular, what is your view regarding the taxing 
of capital gains? 

Should not be taxed. 


(ii) Aggregation of agricultural and non-agricultu- 
ral incomes only under the Central Act; 

(iii) Aggregation of agricultural and non-agricultu- 
ral incomes both under the State and Central 

Acts? 

Please discuss the administrative, constitutional and 
other problems that are likely to arise if any of the 
above alternatives is adopted. 

Does not arise. 

Question No. 54. 

Would you recommend the abolition, by a suitable 
amendment of the Constitution, of the distinction bet¬ 
ween agricultural and non-agricultural incomes and the 
taxation of both types of income, aggregately under a 
Central Act? 

No comments. 

Question No. 55. 

Is the treatment given to irregular and fluctuating 
income in the present law satisfactory? 

Yes. 

In particular, should any changes be introduced, 

(i) to average income over a number of years where 
receipts are irregular and fluctuating; 

(ii) to spread lump sum receipts over a number of 
years? 

No. 

Exemptions 

Question No. 56. 


Question No. 49. 

Have you any comments on the present position re¬ 
garding taxation of profits, which accrue or arise abroad, 
on their repatriation to India? 

No. 

Question No. 50. 

What change, if any, is called for in the definition of 
“dividend” Section 2(6A); e.g., in relation to “ bonus 
shares". 

No comments. 

Question No. 51. 

Do the provisions of the Income Tax Act relating to 
the taxability of non-residents through their business 
connections in India in respect of income deemed to ac¬ 
crue or arise within the taxable territories (sections 42 
and 43 of the Income-tax Act) affect adversely the in¬ 
terests of persons engaged in foreign trade? 

No. 

If so, what modification would you suggest in these 
sections? 

Does not arise. 

Question No. 52. 

What modification would you suggest in the definition 
of “agricultural income” section 2(1) to avoid the contin¬ 
gency of the same income being taxed by the Central 
Government as well as the State Governments, e.g., in 
respect of income from forests, dividends from agricul¬ 
tural companies, etc.? 

One should be exclusive of the other. 

Question No. 53. 

Are you in favour of integrating agricultural income 
with non-agricultural income for rate purposes? 

No. 

If, so which of the following methods would you ad¬ 
vocate : 

(i) Aggregation of agricultural and non- agricultu¬ 
ral incomes only under the State Acts; 


Do you think the present provisions regarding exemp¬ 
tion of charitable and religious trusts need any modifi¬ 
cation? If so, in what respects? 

No. 

Question No. 51. 

(i) Should the business profits of co-operative enter¬ 
prises, which are new exempt, be charged to income- 
tax and super-tax? 

No. 

If so, should co-operative societies be treated as com¬ 
panies or should a lighter levy be imposed? In case the 
exemption is continued, should it be restricted to certain . 
categories of co-operative enterprises? 

Does not arise. 

(ii) Do you agree with the view that the income deri¬ 
ved by co-operative housing societies by way of rent 
should not be treated as income from property assess¬ 
able to income-tax? 

No. 

Would you, in this respect, differentiate between 
tenant co-partnership housing societies and other types 
of housing societies? 

No. 

(iii) It has been suggested that there are divergent 
decisions by different Income tax authorities in respect 
of assessment of income of co-operative societies from 
sources other than business. If this is so, please indi¬ 
cate such decisions and the measures you would suggest 
to secure uniformity in assessment. 

No comments. 

Question No. 58. 

Are you in favour of continuing the concessions given 
to new industrial undertakings under section 15C of the 
Income-tax Act? 

Yes. 

Have initial and extra depreciation allowances made 
the concessions practically infructuous? 

No. 
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If so, what are the. directions in which the provisions 
of this section should be modified? 

Does not arise. 

Question No. 59. 

A suggestion has been made that banking profits of 
foreign branches of Indian banks should be given con¬ 
cessional treatment for tax purposes in order to en- 
encourage the opening of branches abroad. What are 
your views '? 

No. 

Question No. 60. 

Should any liberalisation be made in the present 
limits of exemption from tax of life insurance premia 
and contributions to provident funds? 

No comments. 

Allowances 

Question No. 61. 

(i) Do you favour the grant of larger depreciation 
allowances to assist industry to finance the considerably 
increased costs of replacement of assets? If so, how and 
in what form should they be given. 

(a) by larger depreciation allowances on new 
assets; 

(b) by revalorisation of existing assets; 

(c) by treating the excess of replacement cost over 
original cost as revenue expenditure; 

(d) by any other method? 

(ii) What is the justification for assistance from pub¬ 
lic resources to certain classes of tax-payers only by 
way of covering partially the excess of replacement cost 
over original cost of old assets? 

(Hi) In case adequate justification exists for assistance 
by Government in the form of tax concessions to meet 
the situation, what safeguards should be prescribed to 
see that the funds so made available are utilised for the 
purposes for which they are intended? 

(i) Yes, as at (a). 

Justification tor assistance apparent. 

No special safeguards appear to be necessary. 

Question No. 62. 

Are any changes called for in the classification of 
assets for purposes of depreciation, rates of deprecia¬ 
tion and methods of computing the allowances? 

No comments. 

Question No. 63. 

Should any tax concessions be given to encourage de¬ 
velopment of mineral resources? 

Yes. 

If so, what form should they take? 

No. comments. 

In particular, should depletion allowance on wasting 
assets be allowed? 

Yes. 

How should it be computed for different kinds of assets 
you have in view? 

No comments. 

Question No. 64. 

In what form, would you provide for personal and 
family allowances — 

(i) exempting the first slice of income from tax; or 

(ii) providing specific allowances for family and 
dependants? In the case of (i), do you consider 
that the first slice Rs. 11,500 should be revised ? 
In the case of (ii), what treatment would you 
give to the Hindu undivided family? 

Yes. 

Question No. 65. 

Should the present law regarding admissible expens¬ 
es [section 10(2) ] be altered ? 

No. 


If so, please indicate, with reasons, the items of ex¬ 
penses (i) which are not now admissible but, in your 
view, should be- admissible and (ii) which are now ad¬ 
missible but, in your view, should not be admissible. 

Does not arise. 

Rate structure 

Question No. 66. 

(a) Are yod in favour of combining income-tax and 
super-tax into a consolidated levy? 

(b) What are the merits or demerits of such a step 
from the point of view of (i) assessees, (ii) administra¬ 
tion? 

(c) Are you satisfied with the degree of progression 
in the present rate structure (both income-tax and 
super-tax) especially in regard to its economic effects? 

(d) In case you consider a change is necessary what 
alternative rate structure would you recommend? 

(e) Should the rate of surcharge levied under Article 
271 of the Constitution also be graduated? 

(a) No. 

(b) No comments. 

(c) Yes. 

(d) Does not arise. 

(e) Yes. 

Question No. 67. 

Have you any change to suggest in the exemption 
limit for individuals (Rs. 4,200) and for Hindu undivid¬ 
ed families (Rs. 8,400)? 

No. 

Differentiation 

Question No. 68. 

(a) Are you in favour of a distinction being made 
between earned and unearned incomes? What is the eco¬ 
nomic justification for such distinction? 

(b) Is the present definition of “earned income” in 
section 2(6AA) of the Income-tax Act adequate in this 
respect or would you suggest any modification? 

(c) Should the quantum of relief now afforded be 
extended or reduced? If so, to what extent? 

(a) Justification is apparent. 

(b) Yes. 

(c) It is O.K. 

Miscellaneous 

Question No. 69. 

Have you any changes to suggest regarding the prin¬ 
ciple followed in valuing stocks of a business for assess¬ 
ment purposes? 

No comments. 

Question No. 70. 

Do you consider that any change is called for in the 
method of assessment of the Hindu undivided family? 
If so, in what respects? 

No. 

Question No. 71. 

Should exemption from income-tax be allowed in res¬ 
pect of voluntary surrender by managing agents of the 
whole or a part of managing agency commission? What 
safeguards should be laid down against misuse of such, 
a provision? 

Yes. 

Question No. 72. 

On what basis would you suggest that double income- 
tax avoidance agreements should be concluded between 
India and other countries? 

No comments. 

Question No. 73. 

Is the present law relating to determination of “bona 
fide annual value” of property and deductions allowed 
from it satisfactory? If not, please give any alternative 
irroposils you have in this respect. 

Yes. 
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Question No. 74. 

Is any change required in respect of provisions relat¬ 
ing to carry-forward of losses"! Are you in favour of 
allowing losses to be carried backward in case of cessa¬ 
tion of business? 

No. 

Question No. 75. 

Do the provisions relating to the payment of advance 
tax under section 18A of the Income-tax Act need any 
modification ? 

No. 

Question No. 76. 

Do the principles underlying the assessment under 
section 34 of the Income-tax Act need any modification? 

No. 

Question No. 77. 

What measures would you suggest for simplifying 
the procedure of assessment in order to reduce the cost of 
compliance with tax regulations'! 

No comments. 

Question No. 78. , 

It has been suggested that the Appellate Tribunal 
should have powers to enhance assessments in the same 
manner as Appellate Assistant Commissioners have. 
What is your opinion"! 

No comments. 

.Question No. 79. 

No, e l emen t of progression may be introduced in the 
cdf^ftffafKfrrax as single rate of taxation is a convenient 
mode of collecting tax at the. source. 

Question No. 80. 

Different rates for different types of corporate enter¬ 
prises seem desirable to ensure healthy development 
of corporate enterprises on lines whereby gain to pub¬ 
lic can be fhe most. 

Question No. 81. 

Exemption of intercorporate dividends from corpora¬ 
tion tax seems justifiable on the grounds of undesir¬ 
ability of taxation of the same income at various points. 

Question No. 82. 

Nothing particular to say. 

Question No. 83. 

Nothing particular to say. 

Question No. 84. 

Corporation tax already leads to double taxation. It 
is thought therefore that profits distributed by a com¬ 
pany should not be subjected to super tax in the hands 
of shareholders to secure equity in taxation and avoid¬ 
ance of tax evasion. 

Question No. 85. 

Y^s, industrial, commercial and other similar concerns 
undertaken by the Government etc. should be required 
to contribute from their earnings in the way of income 
tax or in any other way to general revenues as the 
system of taxation should seek to conform universality 
and uniformity. 

General 

Question No. 97. 

What concrete measures should be taken to improve 
the relations of the Income-tax Department with assess- 
ees, especially in regard to— 

(i) provision of free advice to small assessees on 
the following points; 

(a) maintenance of accounts in a form accept¬ 
able . to the Income-Tax Department; and 


(b) matters such as filling returns of income, 
claiming refunds, facilities for tax payment, 
exp editions disposal of assessments, etc.; 

(it) provision of information on various matters re¬ 
lating to assessment proceedings, such as, dis¬ 
posal of refund applications, adjournment ap¬ 
plications, examination of records, etc. 

(in) arrangements of work so as to obviate the 
necessity of assessees or their representatives 
having to wait in Income-tax Offices for unduly 
long periods; and 

(iv) securing of the largest measure of agreement on 
facts between the assessee and the department 
at Income-tax Officer level"! 

No comments. 


Question No. 98. 

What changes would you suggest in the existing ar¬ 
rangements relating to: 

(i) issue of Tiotices; 

(ii) simplification and filing of returns; 

(Hi) levy of penalties; 

(iv) recovery of tax; and 

(v) appellate procedure and machinery, particular¬ 
ly with reference to administrative control over 
Appellate Assistant Commissioners"! 

No comments. 


Question No. 99. 

(a) Do you think that undue delay occurs at present 
in the course of assessment proceedings'! If so, what do 
you attribute this to and what are your suggestions for 
remedying this? 

(b) In order that delays of the kind mentioned above 
do not appreciably affect collection of a substantial 
portion of the tax due, should any special concessions 
be provided to assessees to induce them to make ad¬ 
vance payment of tax ? 

No comments. 


Question No. 100. 

What, in your opinion, would be the circumstances 
which justify the levy of Excess Profits Tax or special 
taxes? 

No comments. 


Special Business Taxes 

Question No. 101. 

What are your main reactions to the Estate Duty Bill 
at present before Parliament? 

No comments. 


Death Duties 

Question No. 102. 

Would you in the matter of rates of levy differentiate 
between self-acquired property forming the estate of a 
deceased and property inherited by him? 

No. 
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